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WEDNESDAY,  FEBRUARY  14,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  10:20  a.m.,  in  room  216  of  the  Hart  Sen- 
ate Office  Building,  Senator  Alfonse  M.  D'Amato  (Chairman  of  the 
Committee)  presiding. 

OPENING  COMMENTS  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  The  Committee  will  come  to  order. 

Mr.  Jennings,  Ms.  Dickey,  please  stand  to  take  the  oath. 

[Whereupon,  Alston  Jennings,  Sr.,  Former  Partner  at  the  Wright, 
Lindsey  &  Jennings  Law  Firm;  and  Helen  Dickey,  Database  Ad- 
ministrator at  the  White  House,  Former  Staff  Assistant  in  the  So- 
cial Office;  were  called  as  witnesses  and,  having  first  been  duly 
sworn,  were  examined  and  testified  as  follows:] 

The  Chairman.  Mr.  Jennings,  you  have  a  statement  that  you 
would  like  to  make  to  the  Committee  before  we  start? 

Mr.  Jennings.  Yes,  sir,  I  do. 

The  Chairman.  We  would  be  pleased  to  receive  that  statement. 

Mr.  Jennings.  I  will  make  it  as  brief  as  possible. 

The  Chairman.  Take  your  time. 

SWORN  TESTIMONY  OF  ALSTON  JENNINGS,  SR. 
FORMER  PARTNER,  WRIGHT,  LINDSEY  &  JENNINGS 

Mr.  Jennings.  I  have  no  firsthand  knowledge  whatsoever  con- 
cerning Whitewater.  I  do  not  know  and  have  never  met  or  talked 
to  James  B.  McDougal  or  Susan  McDougal.  I  have  never  had  any 
contact  or  connection  whatsoever  with  Madison  Guaranty  or  Madi- 
son Financial  before  September  2,  1987,  when  I  filed  a  lawsuit 
against  them  on  behalf  of  Seth  Ward. 

I  have  no  firsthand  knowledge  of  any  matters  concerning  the 
White  House  Travel  Office,  the  suicide  of  Vince  Foster,  any  rela- 
tionship between  any  lawyer  at  the  Rose  Law  Firm  and  Madison 
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or  any  billing  records  with  regard  to  representation  of  Madison  by 
the  Rose  Firm. 

I  had  never  represented  Mr.  Ward  before  he  employed  me  in 
1987,  to  pursue  his  claim  against  Madison.  I  accepted  that  employ- 
ment, filed  and  tried  the  lawsuit  and  recovered  a  judgment  in  Mr. 
Ward's  favor. 

Sometime  in  1989,  while  the  judgment  in  favor  of  Mr.  Ward  was 
being  appealed  to  the  Court  of  Appeals  of  the  State  of  Arkansas, 
I  cannot  fix  an  exact  date  from  memory,  the  RTC  became  a  party 
to  the  litigation  and  requested  that,  since  we  had  represented  the 
FDIC  and  FSLIC,  my  firm  and  I  no  longer  represent  Mr.  Ward,  so 
I  withdrew  and  have  not  represented  him  as  his  attorney  since  that 
time.  I  have  remained  a  friend  of  Mr.  Ward,  and,  as  such,  I  give 
him  advice  from  time  to  time. 

I  do  not  know  why  I'm  here. 

The  Chairman.  Ms.  Dickey,  do  you  have  any  statement  that  you 
would  like  to  make? 

SWORN  TESTIMONY  OF  HELEN  DICKEY 

WHITE  HOUSE  DATABASE  ADMINISTRATOR 

FORMER  STAFF  ASSISTANT  IN  THE  SOCIAL  OFFICE 

Ms.  Dickey.  I  do  not. 

The  Chairman.  Mr.  Giuffra. 

Mr.  GlUFFRA.  Thank  you,  Mr.  Chairman. 

Good  morning,  Mr.  Jennings. 

Mr.  Jennings.  Good  morning. 

Mr.  GlUFFRA.  You  are  a  partner  at  the  Wright,  Lindsey  &  Jen- 
nings Law  Firm? 

Mr.  Jennings.  I  am  not  at  the  present  time.  I  was. 

Mr.  GlUFFRA.  You  were. 

Mr.  Jennings.  Yes. 

Mr.  GlUFFRA.  You  were  counsel  to  Seth  Ward  in  connection  with 
the  Ward  v.  Madison  lawsuit? 

Mr.  Jennings.  Yes,  sir. 

Mr.  Giuffra.  Am  I  correct  that  Mr.  Webster  Hubbell  recom- 
mended that  Mr.  Ward  retain  your  firm? 

Mr.  Jennings.  I  believe  I've  previously  testified  that  that  was  my 
impression  that  he  had,  although  I  wasn't  sure  that  was  the  case. 

Mr.  Giuffra.  Mr.  Hubbell  was  Mr.  Ward's  son-in-law? 

Mr.  Jennings.  Yes.  Is  still. 

Mr.  Giuffra.  I  think  that's  right.  Do  you  know  why  Mr.  Ward 
did  not  retain  the  Rose  Law  Firm? 

Mr.  Jennings.  I  was  told  by  Mr.  Ward  that  Mr.  Hubbell  advised 
him  that  he  had  a  conflict  of  interest  because  of  representation  of 
Madison  by  the  Rose  Law  Firm. 

Mr.  Giuffra.  Now,  sir,  could  you  briefly  describe  Seth  Ward's 
claim  in  the  Ward  v.  Madison  case. 

Mr.  Jennings.  Mr.  Ward  had  contacted  the  IDC  with  regard  to 
certain  property.  Originally,  as  I  understand  it,  the  contact  was  to 
see  if  the  IDC  would  grant  an  easement  across  some  of  the  prop- 
erty so  that  some  property  that  Madison  owned  south  of  there 
would  no  longer  be  landlocked. 

After  ascertaining  that  the  easement  would  not  be  granted  but 
that  the  property  was  for  sale,  Mr.  Ward  then  reported  that  to  Mr. 
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McDougal.  All  of  this  now  is  what  Mr.  Ward  has  told  me,  you  un- 
derstand. I  had  nothing  to  do  with  any  of  this.  Mr.  McDougal  asked 
him  what  they  wanted  for  it,  he  said  $3  million.  And  Mr.  McDougal 
said  that's  too  much. 

Mr.  Ward  reported  back  to  the  IDC  that  McDougal  wasn't  inter- 
ested at  that  price.  Later,  a  lesser  price  was  named  of  $1,750,000, 
as  I  recall,  which  Mr.  Ward  took  to  Mr.  McDougal  and  said  this 
is  really  a  good  deal,  the  property  is  worth  more  than  that,  and  Mr. 
McDougal  said  would  you  join  with  me  with  Madison  in  buying  the 
property,  and  Mr.  Ward  said  yes.  In  fact,  he  said  if  you  don't  want 
the  deal,  I'm  going  to  take  it  myself. 

Mr.  Giuffra.  Then  did  Mr.  Ward  enter  into  an  agreement  with 
Mr.  McDougal  with  regard  to  certain  commissions  that  would  be 
payable  to  Mr.  Ward  on  the  land  as  it  was  sold? 

Mr.  Jennings.  Yes,  sir. 

Mr.  Giuffra.  Mr.  Ward  was  to  receive  10  percent  commission  on 
commercial  land  and  4  percent  on  sales  of  residential  property? 

Mr.  Jennings.  I  think  that  is  correct. 

Mr.  Giuffra.  Now  at  some  point  later,  there  was  a  dispute  as 
to  how  much  money  Mr.  Ward  was  owed  on  those  commissions;  is 
that  correct? 

Mr.  Jennings.  That's  correct. 

Mr.  Giuffra.  I  think  that  both  Madison  and  Ward  agreed  that 
Mr.  Ward  was  owed  at  least  $300,000? 

Mr.  Jennings.  That  was  what  the  testimony  reflected. 

Mr.  Giuffra.  And  the  issue  in  contention  was  whether  Mr.  Ward 
was  owed  more  than  $300,000? 

Mr.  Jennings.  That's  the  lawsuit  as  I  presented  it. 

Mr.  Giuffra.  Madison  claimed  in  its  defense  that  a  property 
called  Holman  Acres  represented  Mr.  Ward's  commission? 

Mr.  Jennings.  I  don't  believe  that's  accurate,  but  I  think  that 
somebody  might  interpret  some  of  the  testimony  of  Mr.  Latham  to 
be  to  that  effect.  I  did  not  so  interpret  it,  but  in  any  event,  the  jury 
didn't  buy  that  theory,  if  that  was  a  theory. 

Mr.  Giuffra.  Now  during  the  litigation  of  the  Ward  v.  Madison 
case,  were  you  aware  as  to  whether  Mrs.  Clinton  had  performed 
any  services  in  connection  with  the  IDC  Castle  Grande  project? 

Mr.  Jennings.  I  have  no  knowledge  if — absolutely  no  knowledge 
if  that  was  the  fact. 

Mr.  Giuffra.  Were  you  aware  during  the  trial  that  Mrs.  Clinton 
had  drafted  a  May  1,  1986  option  agreement  giving  Madison  the 
right  to  purchase  the  so-called  Holman  Acres  parcel? 

Mr.  Jennings.  I  was  not  aware  of  it  if  it  is  a  fact. 

Mr.  Giuffra.  You  know  Mrs.  Clinton  reasonably  well? 

Mr.  Jennings.  Yes,  I  do. 

Mr.  Giuffra.  You  have  litigated  a  number  of  cases  with  Mrs. 
Clinton? 

Mr.  Jennings.  Three,  I  believe. 

Mr.  Giuffra.  You  consider  Mrs.  Clinton  to  be  a  fine  attorney? 

Mr.  Jennings.  Yes,  I  do. 

Mr.  Giuffra.  Since  Mr.  Clinton  became  President  in  January 
1993,  you've  been  to  the  White  House  on  two  occasions;  right? 

Mr.  Jennings.  Actually,  I  believe  it's  three. 

Mr.  Giuffra.  Three? 
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Mr.  Jennings.  Yes. 

Mr.  GlUFFRA.  Were  these  visits  all  after  the  death  of  Vince  Fos- 
ter, which  was  July  20,  1993? 

Mr.  Jennings.  No,  one  of  them  is  bound  to  have  been  before  the 
death  of  Vince  Foster  because  I  saw  Vince  Foster  at  the  White 
House  on  that  occasion. 

Mr.  GlUFFRA.  Then  there  were  two  visits  after  Vince  Foster's 
death? 

Mr.  Jennings.  That's  correct. 

Mr.  Giuffra.  During  the  second  visit  and  the  first  after  Mr.  Fos- 
ter's death,  you  met  with  Mrs.  Clinton;  is  that  right? 

Mr.  Jennings.  Yes,  sir. 

Mr.  GlUFFRA.  And  the  purpose  of  that  visit  was  to  see  the  White 
House? 

Mr.  Jennings.  Well,  primarily,  and  say  hello  to  Mrs.  Clinton. 

Mr.  Giuffra.  During  that  visit,  did  you  discuss  with  Mrs.  Clin- 
ton anything  relating  to  the  Ward  v.  Madison  case? 

Mr.  Jennings.  I  did  not. 

Mr.  Giuffra.  Later  on  in  August  1995,  did  you  receive  a  phone 
call  from  a  man  named  David  Kendall? 

Mr.  Jennings.  I  can't  remember  whether  I  did  or  one  of  my  part- 
ners did. 

Mr.  Giuffra.  That  would  be  Mr.  Tisdale? 

Mr.  Jennings.  That's  correct. 

Mr.  Giuffra.  But  you  ended  up  having  a  telephone  conversation 
with  Mr.  Kendall? 

Mr.  Jennings.  I  am  not  sure  whether  I  did  or  not.  We  may  have 
communicated  through  Mr.  Tisdale.  It's  possible  that  I  did  but  I  do 
not  specifically  recall  the  conversation. 

Mr.  Giuffra.  Did  you  have  an  understanding  that  Mr.  Kendall 
was  the  Clintons'  attorney  with  regard  to  the  Whitewater/Madison 
matters? 

Mr.  Jennings.  I  knew  he  was  an  attorney  for  the  Clintons,  yes. 

Mr.  Giuffra.  Personal  attorney  for  the  Clintons? 

Mr.  Jennings.  Yes. 

Mr.  GlUFFRA.  Now  was  it  your  understanding  that  Mr.  Kendall 
wished  to  speak  to  you  about  a  writing  or  some  book  or  article  that 
was  to  be  published  that  claimed  that  Mrs.  Clinton  was  not  a  good 
attorney? 

Mr.  Jennings.  That  was  the  general  idea,  yes. 

Mr.  Giuffra.  Mr.  Kendall  wanted  to  speak  to  you  to  sort  of  re- 
fute the  claims  that  were  going  to  be  made  in  this  book? 

Mr.  Jennings.  That's  my  understanding,  yes. 

Mr.  Giuffra.  And 

Mr.  Jennings.  I  didn't  know  whether  it  was  a  book  or  what  it 
was.  He  suggested  through  Mr.  Tisdale  that  they  had  anticipated 
some  attack  on  the  First  Lady  concerning  her  ability  as  a  lawyer, 
and  I,  of  course,  having  had  experience,  said  I  would  be  happy  to 
furnish  information  to  them. 

Mr.  Giuffra.  Did  Mr.  Kendall  ask  you  to  take  any  steps  in  terms 
of  refuting  these  charges? 

Mr.  Jennings.  I  don't  recall  that  he  asked  me  to.  I  did  take 
some. 

Mr.  Giuffra.  What  steps  did  you  take,  sir? 
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Mr.  Jennings.  I  contacted  people  that  I  knew  that  had  experi- 
ence with  Mrs.  Clinton  as  a  lawyer  and  people  who  were  very 
knowledgeable  litigators  themselves  to  see  what  their  opinion  was 
of  Mrs.  Clinton. 

Mr.  GlUFFRA.  During  these  initial  contacts  with  David  Kendall, 
do  you  have  any  understanding  as  to  why  Mr.  Kendall  was  the  per- 
son who  was  contacting  you  and  not  someone  from  the  White 
House  staff? 

Mr.  Jennings.  I  understood  that  he  was  an  attorney  for  the 
President  and  the  First  Lady. 

Mr.  GlUFFRA.  But  he  was  the  attorney — did  you  understand  for 
Whitewater  and  Madison  matters  or  just 

Mr.  Jennings.  I  don't  know  whether  his  representation  is  limited 
to  that  or  not,  I'm  sorry. 

Mr.  GlUFFRA.  Did  there  come  a  time  when  Mr.  Kendall  asked  you 
to  come  to  Washington  to  meet  with  the  First  Lady? 

Mr.  Jennings.  Again,  I  don't  know  whether  he  asked  me  to  or 
whether  I  volunteered  to,  but  the  meeting  did  come  about. 

Mr.  Giuffra.  Now  on  the  date  that  you  went  to  the  White  House 
and  met  with  Mrs.  Clinton,  you  first  went  to  Mr.  Kendall's  office 
at  the  law  firm  of  Williams  &  Connolly? 

Mr.  Jennings.  That's  correct. 

Mr.  Giuffra.  Then  you  went  to  the  White  House  to  meet  with 
Mrs.  Clinton? 

Mr.  Jennings.  Mr.  Kendall  and  I  went  to  the  White  House  to- 
gether, yes. 

Mr.  Giuffra.  If  we  could  put  up  on  the  Elmo  a  document  we  re- 
ceived from  the  White  House,  this  is  S  20085.  This  is  something 
called  a  Waves  Log,  White  House  Visitors  Log,  and  it  indicates  that 
Mr.  Kendall  arrived  at  the  White  House  on  August  9,  1995,  at  ap- 
proximately 3:57  p.m.  and  he  was  to  visit  the  First  Lady.  This  par- 
ticular entry  indicates  that  you  arrived  on  the  10th  at  the  same 
time,  3:57  p.m.,  to  visit  with  the  First  Lady. 

We  received  a  letter  last  night,  this  was  to  Mr.  Dinh  of  the  Spe- 
cial Committee,  from  Miriam  Nimitz.  Let's  put  up  on  the  Elmo  the 
document  bearing  Bates  number  S  20557.  This  record  indicates 
that  you  visited  with  Mrs.  Clinton  on  the  9th  of  August  and  not 
the  10th  of  August.  We  were  advised  by  the  White  House  late  last 
night  that  the  first  record  we  obtained  was  from  the  computer 
database  and,  in  fact,  there  was  a  glitch  in  the  electronic  record- 
keeping which  resulted  in  the  appearance  of  the  August  10th  entry 
and  that  the  correct  inference  that  should  be  drawn  and  the  infer- 
ence that  the  White  House  is  drawing  is  that  you  went  with  Mr. 
Kendall  on  August  9th  and  you  both  went  to  the  White  House  on 
that  date.  Do  you  have  any  reason  to  question  that? 

Mr.  Jennings.  None  whatsoever.  When  they  asked  me  about  a 
visit  on  the  10th  in  my  deposition,  I  believe  I  told  them  that  since 
they  had  a  record,  that  I  couldn't  quarrel  with  that  date,  and  I  cer- 
tainly don't  quarrel  with  it  now,  because  I  have  no  independent 
recollection  of  the  date.  I  recall  the  visit  but  I  don't  recall  the  date. 

Mr.  Giuffra.  The  White  House,  it  seem  the  Committee — every- 
one seems  to  be  settling  on  August  9th  as  the  correct  time  based 
on  the  records. 

Mr.  Jennings.  That  suits  me  fine. 
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Mr.  Giuffra.  Now,  sir,  prior  to  the  meeting,  did  you  prepare  a 
memo  discussing  certain  cases  that  you  had  participated  in  with 
Mrs.  Clinton? 

Mr.  Jennings.  I  believe  that  I  prepared  a  memo  that  listed  three 
cases  in  which  we  had  been  adversaries,  two  cases  in  which  I  had 
appeared  in  court  while  she  was  also  appearing,  although  we  were 
not  adversaries,  and  I  believe  I  listed  three  names  of  individuals, 
lawyers,  and  a  judge  who  would  state  that  Mrs.  Clinton  was  a  very 
able  trial  lawyer. 

Mr.  Giuffra.  Where  was  this  meeting  held  with  Mrs.  Clinton 
and  Mr.  Kendall,  where  at  the  White  House? 

Mr.  JENNINGS.  The  only  thing  I  remember  is  that  the  room  we 
were  in  was  identified  as  either — I  thought  it  was  identified  as  the 
War  Room  during  the  Administration  of  President  Roosevelt.  I  now 
have  reason  to  believe  that  perhaps  he  really  said  it  was — I  was 
really  told  it  was  the  Map  Room  during  the  World  War  II.  That's 
the  only  thing  I  know  about  it. 

Mr.  Giuffra.  This  meeting  lasted  approximately  20  minutes  to 
a  half  hour? 

Mr.  Jennings.  That's  my  recollection.  I  wouldn't  want  to  say  that 
that  was  not — was  entirely — it  could  have  been  more  or  less.  I  don't 
remember  that. 

Mr.  Giuffra.  To  the  best  of  your  recollection,  sir,  what  do  you 
recall  discussing  with  Mrs.  Clinton  during  this  meeting? 

Mr.  Jennings.  I  remember  discussing  the  cases  that  we  had 
tried  against  each  other.  I  remember  specifically  discussing  the  pe- 
riod of  a  week  that  we  took  depositions  in  London.  Other  than  that, 
I  think  our  discussion  was  just  a  social  visit. 

Mr.  Giuffra.  Was  Mr.  Kendall  taking  notes  during  this  meeting? 

Mr.  Jennings.  I  haven't  the  slightest  idea.  I  don't  think  so. 

Mr.  Giuffra.  And  again,  do  you  have  any  understanding  as  to 
why  Mr.  Kendall  was  present  at  the  meeting  instead  of  perhaps  a 
press  person  from  the  White  House? 

Mr.  Jennings.  That  was  their  choice. 

Mr.  Giuffra.  Now  during  the  meeting,  was  there  any  discussion 
of  Mr.  Ward? 

Mr.  Jennings.  None  whatsoever. 

Mr.  Giuffra.  No  discussion  of  the  Ward  v.  Madison  case? 

Mr.  Jennings.  Not  at  all. 

Mr.  Giuffra.  Do  you  recall  any  discussion  of  Madison  Guaranty? 

Mr.  Jennings.  None. 

Mr.  Giuffra.  Do  you  recall  any  discussion  of  the  Whitewater  De- 
velopment Corporation? 

Mr.  Jennings.  None. 

Mr.  Giuffra.  Do  you  recall  any  discussion  of  an  RTC  IG  report 
which  had  been  released  on  August  4,  1995,  pertaining  to  Rose 
Law  Firm's  legal  work  for  Madison  Guaranty? 

Mr.  Jennings.  Absolutely  not.  The  purpose  of  the  visit  was  to 
discuss  Mrs.  Clinton's  abilities  as  a  lawyer,  and  that  was  what  we 
talked  about. 

Mr.  Giuffra.  Now  do  you  recall,  sir,  that  in  August  1995,  there 
were  hearings  going  on  in  this  room  with  regard  to  the  Whitewater 
matter. 

Mr.  Jennings.  I'm  sure  there  were  but  I  don't  recall  it. 
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Mr.  GlUFFRA.  Don't  recall  that.  Do  you  recall  any  discussion  of 
those  hearings  during  your  meeting  with  Mrs.  Clinton? 

Mr.  Jennings.  I  do  not. 

Mr.  GlUFFRA.  Do  you  recall  saying  anything  to  Mrs.  Clinton 
about  Whitewater,  or  this  Committee's  investigation,  or  the  Inde- 
pendent Counsel? 

Mr.  Jennings.  Oh,  I  am  sure  I  said  something  to  Mrs.  Clinton 
about  knowing  that  she  was  taking  a  lot  of  hits  that  she  didn't  de- 
serve and  hoping  she  would  keep  a  stiff  upper  lip  or  some  words 
to  that  effect. 

Mr.  GlUFFRA.  Did  Mrs.  Clinton  say  anything  to  you  in  reply? 

Mr.  Jennings.  She  said  that  she  could  handle  it,  something  to 
that  effect.  I  mean,  she  was — you  know,  she  thanked  me  for  being 
concerned  but  she  didn't  express  any  concern. 

Mr.  GlUFFRA.  Now  after  the  meeting,  did  you  go  back  to  Mr.  Ken- 
dall's office? 

Mr.  Jennings.  I  don't  believe  so.  Well,  yeah,  I  think  maybe  I  did. 

Mr.  GlUFFRA.  During  the  entire  time  you  were  with  Mr.  Kendall, 
did  he  say  anything  to  you  about  the  Madison  Guaranty  matter? 

Mr.  Jennings.  Not  that  I  recall. 

Mr.  GlUFFRA.  Did  he  ask  you  any  questions  about  Mr.  Ward? 

Mr.  Jennings.  Not  that  I  recall. 

Mr.  Giuffra.  Now,  you're  aware,  sir,  that  on  January  4,  1996, 
certain  billing  records  relating  to  Rose's  representation  of  Madison 
Guaranty  were  found  in  the  White  House  residence? 

Mr.  Jennings.  Well,  if  you  mean  am  I  aware,  I  have  seen  news- 
paper stories  to  that  effect,  yes. 

Mr.  Giuffra.  Following  the  discovery  of  those  meetings,  did  Mr. 
Kendall  make  efforts  to  meet  with  Mr.  Ward? 

Mr.  Jennings.  You  said  "those  meetings." 

Mr.  Giuffra.  Excuse  me.  Following  the  discovery  of  those  billing 
records  in  January  1996,  did  Mr.  Kendall  take  steps  to  visit  with 
Mr.  Ward? 

Mr.  Jennings.  According  to  the  note,  a  telephone  call  from  my 
secretary  to  Mr.  Tisdale's  secretary,  on  January  5,  1996,  I  advised 
Mr.  Tisdale's  secretary,  my  secretary  probably  did,  that  I  had  a 
meeting  with  Mr.  Kendall  and  Mr.  Ward  on  my  calendar  for  Janu- 
ary 11. 

Mr.  Giuffra.  And  Mr.  Kendall  came  to  Little  Rock  to  meet  with 
Mr.  Ward? 

Mr.  Jennings.  He  did. 

Mr.  Giuffra.  What  do  you  recall  about  the  meeting  between  Mr. 
Kendall  and  Mr.  Ward  on  January  11,  1996? 

Mr.  Jennings.  I  recall  that  they  discussed  the  matter  of  contacts 
with  Mrs.  Clinton  and  asked  Mr.  Ward  about  contacts  with  Mrs. 
Clinton. 

Mr.  Giuffra.  What  do  you  recall  Mr.  Ward  saying  to  Mr.  Ken- 
dall about  contacts  that  Mr.  Ward  had  with  Mrs.  Clinton  back  in 
1985  and  1986? 

Mr.  Jennings.  He  said  he  had  no  recollection. 

Mr.  Giuffra.  Did  Mr.  Kendall  show  Mr.  Ward  copies  of  Rose 
Law  Firm  billing  records  relating  to  Madison  Guaranty? 
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Mr.  Jennings.  He  showed  him  copies  of  something.  I  did  not  pay 
much  attention  to  what  they  were.  They  very  probably  were  billing 
records. 

Mr.  Giuffra.  Even  after  seeing  those  billing  records,  Mr.  Ward 
did  not  have  any  recollection  of  these  conversations? 

Mr.  Jennings.  Said  he  just  didn't  recall. 

Mr.  Giuffra.  Mr.  Ward,  in  all  fairness,  is  an  elderly  gentleman 
at  this  point? 

Mr.  Jennings.  We  both  are. 

[Laughter.] 

Mr.  Giuffra.  And  these  matters  happened  10  years  ago. 

Let's  put  up  on  the  Elmo  a  document  bearing  Bates  number 
S  20561.  This  is  another  White  House  entry  log.  This  indicates  that 
Susan  Thomases,  who  has  testified  previously  before  the  Commit- 
tee, visited  the  White  House  at  3:00  p.m.  on  August  9th.  Do  you 
know  Susan  Thomases? 

Mr.  Jennings.  Yes,  I  know  her.  No,  wait  a  minute.  No,  I  don't. 
Is  she  from  California? 

Mr.  Giuffra.  She's  from  New  York  City,  actually. 

Mr.  Jennings.  Yes,  I  know  the  Thomases,  yes. 

Mr.  Giuffra.  She's  a  lawyer  in  New  York  City. 

Mr.  Jennings.  Is  she?  I  don't  know,  go  ahead. 

Mr.  Giuffra.  But  you've  met  her  in  the  past? 

Mr.  Jennings.  I'm  sure  I  have,  yes. 

Mr.  Giuffra.  Now,  you  were  at  the  White  House  at  approxi- 
mately 4:00  p.m.  on  the  9th  and  the  entry  records  indicate  that  Ms. 
Thomases  was  there  at  3:00  p.m.  on  the  9th.  Do  you  recall  seeing 
Ms.  Thomases  at  all? 

Mr.  Jennings.  No,  I  do  not. 

Mr.  GIUFFRA.  Did  Mrs.  Clinton  mention  that  Ms.  Thomases  was 
at  the  White  House  on  the  9th? 

Mr.  Jennings.  Not  to  me. 

Mr.  GlUFFRA.  Ms.  Dickey,  just  some  questions  for  you.  Now,  you 
lived  at  the  White  House  in  the  residence  up  on  the  third  floor,  I 
believe,  from  January  1993  until  November  1994. 

Ms.  Dickey.  That's  right. 

Mr.  Giuffra.  You  were  working  for  a  time  as  a  Staff  Assistant 
in  the  Social  Office  and  later  you  were  a  Database  Administrator? 

Ms.  Dickey.  That's  right. 

Mr.  Giuffra.  Would  you  sometimes  use  the  Exercise  Room  on 
the  third  floor? 

Ms.  Dickey.  Yes. 

Mr.  Giuffra.  Let's  put  up  on  the  Elmo  the  map  of  the  third  floor 
of  the  White  House.  Room  319  is  something  called  the  Book  Room? 

Ms.  Dickey.  That's  right. 

Mr.  Giuffra.  Could  you  just  describe  the  Book  Room  for  the 
Committee. 

Ms.  Dickey.  To  the  best  of  my  recollection,  the  Book  Room  was 
used  to — it  had  bookshelves  on  the  walls  and  it  stored  books  and 
I  know  that  the  videos  were  stored  there.  I  know  there  were  tables 
in  the  center.  I  don't  recall  what  was  on  those  tables. 

Mr.  Giuffra.  In  January  and  February  of  1993,  you  catalogued 
some  of  the  videos  that  were  in  the  Book  Room? 

Ms.  Dickey.  That's  right. 
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Mr.  GlUFFRA.  Who  was  the  person  at  the  White  House  who  pri- 
marily used  the  Book  Room? 

Ms.  Dickey.  I  know  that  Capricia  Marshall  used  it  and  I  know 
that  Carolyn  Huber  used  it. 

Mr.  GlUFFRA.  Do  you  recall  anyone  else  at  the  White  House 
using  the  Book  Room? 

Ms.  Dickey.  I  know  people  had  access  to  the  Book  Room.  I  don't 
know  of  anyone  else  that  used  it  on  a  regular  basis. 

Mr.  GlUFFRA.  Mrs.  Clinton's  office  was  right  next  to  the  Book 
Room,  is  that  right? 

Ms.  Dickey.  That's  right. 

Mr.  GlUFFRA.  And  in  order  to  go  to  the  Exercise  Room,  you  would 
pass  through  the  Book  Room? 

Ms.  Dickey.  That's  right. 

Mr.  GlUFFRA.  In  July  and  August  of  1995,  I  would  like  to  direct 
your  attention  to  that  period  because  that's  the  period  in  which  Ms. 
Huber  has  testified  that — in  fact,  she  found  them  in  August  1995, 
found  the  Rose  Law  Firm  billing  records,  but  during  the  period  of 
July  and  August  1995,  you  were  frequently  on  the  third  floor  of  the 
White  House  residence? 

Ms.  Dickey.  That's  right. 

Mr.  Giuffra.  You  would  sometimes  go  there  in  the  evenings,  on 
weekdays,  and  sometimes  on  weekends  during  the  day? 

Ms.  Dickey.  That's  right. 

Mr.  GlUFFRA.  You  were  sometimes  helping  a  woman  by  the  name 
of  I  think  it's  Barbara  Feinman? 

Ms.  Dickey.  That's  right. 

Mr.  GlUFFRA.  Who  was  helping  Mrs.  Clinton  with  her  book? 

Ms.  Dickey.  Right. 

Mr.  GlUFFRA.  And  Ms.  Feinman  was  working  out  of  Mrs.  Clin- 
ton's office  at  that  point? 

Ms.  Dickey.  That's  right. 

Mr.  GlUFFRA.  You  would  sometimes  enter  the  residence  to  visit 
Chelsea  and  her  friends? 

Ms.  Dickey.  Yes. 

Mr.  GlUFFRA.  Do  you  recall  entering  the  Book  Room  at  any  time 
during  July  and  August  of  1995? 

Ms.  Dickey.  I  have  no  independent  recollection  of  that.  I  think 
I  testified  earlier  that  I  did  not  go  in  there.  However,  yesterday 
April  Springfield,  who  was  an  Intern  for  the  Social  Office,  received 
a  subpoena  and  came  up  and  was  a  little  upset  about  it,  and,  you 
know,  started  going  over  in  her  mind  what  had  happened,  and  she 
told  me  that  on  her  first  day,  which  was  August  6,  that  I — she  was 
a  little  nervous  about  being  on  the  third  floor  and  I  gave  her  a  tour 
which  included  the  Exercise  Room,  but  I  do  not  remember  that. 

Mr.  GlUFFRA.  You  were  up  on  the  third  floor  of  the  White  House 
in  July  and  August  of  1995.  Who  did  you  see  enter  the  Book  Room 
during  that  time? 

Ms.  Dickey.  No  one  that  I  remember. 

Mr.  GlUFFRA.  You've  previously  seen  these  Rose  Law  Firm  billing 
records  that  were  found  at  the  White  House? 

Ms.  Dickey.  Yes,  I  have. 

Mr.  GlUFFRA.  They  were  shown  to  you  at  your  deposition? 

Ms.  Dickey.  That's  right. 
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Mr.  GlUFFRA.  Now  prior  to  your  deposition,  had  you  ever  seen 
these  billing  records  at  the  White  House? 

Ms.  Dickey.  Not  that  I  remember. 

Mr.  Giuffra.  So  you  never  saw  the  billing  records  in  the  Book 
Room? 

Ms.  Dickey.  Not  that  I  remember. 

Mr.  GlUFFRA.  You  never  saw  these  billing  records  anyplace  else 
in  the  entire  White  House  complex? 

Ms.  Dickey.  Not  that  I  remember. 

Mr.  GlUFFRA.  Mr.  Jennings,  when  you  were  at  the  White  House 
on  August  9th,  you  never  saw  these  billing  records;  correct? 

Mr.  Jennings.  No,  sir,  I  did  not. 

Mr.  GlUFFRA.  Mr.  Jennings,  if  we  could  go  back  to  the  Ward  v. 
Madison  case,  am  I  correct  that  there  were  three  agreements  that 
Mr.  Ward  entered  into  with  Madison,  three  iterations? 

Mr.  Jennings.  There  were  three  separate  documents,  yes. 

Mr.  GlUFFRA.  The  first  agreement  did  not  correctly  state  the  oral 
agreement  that  had  been  reached  by  Mr.  McDougal  and  Mr.  Ward; 
is  that  right? 

Mr.  Jennings.  According  to  Mr.  Ward,  they  did  not. 

Mr.  GlUFFRA.  If  we  could  put  up  on  the  Elmo  Senate  30383  to 
84,  this  was  the  second  letter  agreement,  which  was  dated  Septem- 
ber 24,  1985.  This  represents  the  agreement  between  McDougal 
and  Ward  with  regard  to  the  IDC  property  and  what  Mr.  Ward's 
compensation  would  be;  correct? 

Mr.  Jennings.  I  can't  tell  for  sure  because  I  can't  read  it.  If  this 
is  the  second 

Mr.  GlUFFRA.  Someone  is  going  to  bring  you  a  copy. 

Mr.  Jennings.  Thank  you. 

This  appears  to  me  to  have  been  the  second  agreement  and  was 
not  the  one  that  we  sued  on. 

Mr.  GlUFFRA.  Now  let's  put  up  the  third  agreement,  which  is  also 
dated  September  24,  1995.  What,  sir,  was  the  difference  between 
the  two  letters? 

Mr.  Jennings.  If  I  may  have  a  copy,  I  can't  read  that. 

Mr.  GlUFFRA.  We're  having  someone  bring  it  right  down  to  you. 

Mr.  Jennings.  I  understand.  Thank  you,  sir. 

It  appears  at  first  glance  that  the  principal  difference  was  that 
it  makes  reference  to  the  22  Vb  acres  located  in  the  part  of  the 
northeast  quadrant  and  so  forth. 

Mr.  GlUFFRA.  That's  the  Holman  Acres  property? 

Mr.  Jennings.  Correct. 

Mr.  GlUFFRA.  Who  typed  this  third  agreement,  do  you  know? 

Mr.  Jennings.  I  do  not  know.  I  know  from  the  testimony  of  Sue 
Strayhorn  that  she  typed  the  first  one  at  the  request  of  Mr.  Ward 
and  I  believe  that's  Mr.  Ward's  recollection.  I  do  not  know  who 
typed  the  second  or  third  one.  I  have  information  secondhand  that 
this  one  was  probably  typed,  this  one  or  the  second  one  was  prob- 
ably typed  by — excuse  me,  was  probably  typed  by  Mr.  Hubbell's 
secretary. 

Mr.  Giuffra.  That  was  something  you'd  been  told  by  Mr.  Ward? 

Mr.  Jennings.  No.  I  hadn't  been  told  at  the  time.  This  is  some- 
thing that  I  learned  within,  you  know,  the  last  month  or  so.  I  didn't 
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have  any  idea  at  the  time  of  the  lawsuit  who  had  typed  the  last, 
the  third  document. 

Mr.  GlUFFRA.  Let's  put  the  option  up  on  the  Elmo,  which  is  S  170 
through  S  174. 

Mr.  Jennings.  I'm  fairly  familiar  with  that  document. 

Mr.  Giuffra.  Were  you  aware  there  were  two  versions  of  the  op- 
tion agreement,  one  reflected  6V2  acres  and  then  the  second  version 
of  the  option  agreement  reflected  the  entirety  of  the  Holman  Acres 
property? 

Mr.  Jennings.  I  learned  that  for  the  first  time  when  my  deposi- 
tion was  taken,  I  was  quite  surprised  by  that. 

Mr.  Giuffra.  The  option  was  never  exercised;  correct? 

Mr.  Jennings.  Was  not. 

Mr.  Giuffra.  Did  you  consider  the  option  to  be  an  important 
piece  of  evidence  at  trial? 

Mr.  Jennings.  Absolutely  not. 

Mr.  Giuffra.  Why  did  you  not  consider  the  option  to  be  an  im- 
portant piece  of  evidence  at  trial? 

Mr.  JENNINGS.  I  was  trying  the  lawsuit  on  the  basis  of  a  docu- 
ment specifically  that  had  been  signed  by  Seth  Ward  and  Mr. 
McDougal,  and  I  considered  that  to  set  forth  the  terms  of  the 
agreement  and  was  trying  the  lawsuit  to  find  out  how  much  money 
Mr.  Ward  was  entitled  to  on  the  basis  of  that  agreement. 

Mr.  Giuffra.  What  do  you  recall  was  Mr.  Latham's  testimony  at 
the  trial  with  regard  to  the  Holman  Acres  parcel? 

Mr.  JENNINGS.  I  think  he  testified  that  for  some  reason,  an  op- 
tion that  was  not  ever  exercised  represented  payment  to  Mr.  Ward 
of  his  commissions,  and  I  consider  that  to  be  patently  absurd. 

Mr.  Giuffra.  Now  isn't  the  reason  the  option  was  important  to 
Latham  was  because  there  had  been  a  promissory  note  that  had 
been  entered  into  by  Madison  and  Mr.  Ward  for  $300,000  with  re- 
gard to  the  commissions? 

Mr.  JENNINGS.  I  don't  know  why  the  option  was  important  to  Mr. 
Latham.  I  know  that  there  was  never  any  contention  at  the  trial 
that  Mr.  Ward  was  not  owed  at  least  $300,000  in  commissions. 

Mr.  Giuffra.  The  question  was  whether  he  was  also  entitled  to 
the  land  as  well  as  the  $300,000. 

Mr.  Jennings.  None  that  I  had  any — you  know,  I  did  not  recog- 
nize any  such  contention  if  it  was  made. 

Mr.  Giuffra.  At  the  trial,  did  anyone  from  Madison  put  forward 
any  evidence  supporting  Mr.  Latham's  theory  with  regard  to  the 
option  agreement? 

Mr.  Jennings.  No,  nobody  did. 

Mr.  Giuffra.  There  was  no  supporting  evidence  as  to  what  the 
intent  of  the  option  was? 

Mr.  Jennings.  Absolutely  none. 

Mr.  Giuffra.  Madison  did  not  present  any  witnesses  relevant  to 
this  particular  theory  with  regard  to  the  option  at  trial? 

Mr.  Jennings.  Did  not. 

Mr.  Giuffra.  Mrs.  Clinton  was  never  asked  to  testify;  correct? 

Mr.  Jennings.  Oh,  no.  Of  course  not.  That  is  correct. 

Mr.  Giuffra.  No  one  knew  that  she  was  the  person  who  had 
drafted  the  option  until  recently? 
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Mr.  Jennings.  I  had  no  knowledge  at  that  time  who  had  drafted 
the  option. 

Mr.  GlUFFRA.  Had  Seth  Ward  ever  indicated  to  you  that  Mrs. 
Clinton  had  drafted  the  option  during  the  trial? 

Mr.  Jennings.  No,  and  he  expressed  surprise  recently  when 
press  reported  that  she  had. 

Mr.  GlUFFRA.  Do  you  recall,  during  the  course  of  your  prepara- 
tion for  trial,  investigating  who  had  prepared  the  option? 

Mr.  Jennings.  I'm  sorry? 

Mr.  GlUFFRA.  Did  you  investigate  during  the  trial,  in  preparing 
for  trial,  who  had  prepared  the  option? 

Mr.  Jennings.  No,  sir.  The  option  was  not  of  any  importance  to 
me.  I  was  suing  on  the  basis  of  a  document  that  had  been  signed 
by  Mr.  McDougal  and  Mr.  Ward.  Nobody  has  ever  said  that  that 
isn't  Mr.  McDougal's  testimony — I  mean,  signature.  In  fact,  the  tes- 
timony is  that  it  is  his  signature  and  nobody  ever  contested  that. 

Mr.  GlUFFRA.  Was  there  any  discussion  of  the  option  during  the 
meeting  between  Mr.  Kendall  and  Mr.  Ward  in  January  1996? 

Mr.  Jennings.  Not  to  my  recollection,  no. 

Mr.  GlUFFRA.  There  was  no  discussion  of  the  option  when  you 
met  with  Mrs.  Clinton? 

Mr.  Jennings.  Absolutely  not. 

Mr.  GlUFFRA.  And  it's  your  testimony  that  the  meeting  with  Mrs. 
Clinton  on  August  9th  strictly  concerned  her  abilities  as  a  lawyer 
and  was  intended  to  deal  with  this  issue  of  refuting  the  claim  that 
somehow  her  abilities  as  a  lawyer  were  not  up  to  snuff,  the  claim 
that  was  being  made  in  this  book? 

Mr.  JENNINGS.  Obviously,  sir,  I  cannot  testify  from  memory  that 
nothing  else  was  talked  about  with  Mrs.  Clinton,  but  I  can  tell  you 
that  we  did  not  talk  in  any  way  about  Whitewater  or  Madison  or 
Mr.  Ward's  lawsuit  or  anything  of  that  nature. 

Mr.  GlUFFRA.  Thank  you  very  much,  sir. 

Mr.  Jennings.  You're  welcome,  sir. 

The  Chairman.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Good  morning,  Mr.  Jennings.  Good  morning, 
Ms.  Dickey. 

Ms.  Dickey.  Hello. 

Mr.  Ben-Veniste.  Mr.  Jennings,  let  me  go  back  to  the  circum- 
stances as  you  understand  them  in  connection  with  the  acquisition 
of  the  IDC  property.  If  I  understand  your  testimony,  this  property 
was  considered  to  be  extremely  valuable  and  was  the  subject  of 
hard  arm's  length  bargaining  between  buyer  and  seller? 

Mr.  Jennings.  Well,  even  more  than  that,  it  was  also  with  the 
banks  that  had  mortgages  on  the  property.  I  think  there  were  three 
different  banks  who  had  mortgages  on  the  property  in  excess  of  the 
amount  of  the  sales  price. 

Mr.  GlUFFRA.  So  that  when  you  say  "in  excess  of  the  amount  of 
the  sales  price,"  the  sales  price  being  $1.75  million? 

Mr.  Jennings.  Right. 

Mr.  Ben-Veniste.  And  the  mortgages  which  had  been  loaned  by 
various  institutions,  not  Madison  Guaranty  Savings  &  Loan  but 
other  institutions  on  this  property  totaled  somewhere  in  the  range 
of  $3  million,  if  I  understood? 
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Mr.  Jennings.  I  believe  that's  the  reason  the  $3  million  figure 
was  first  mentioned,  they  were  trying  to  get  the  banks  out  and  in 
the  clear,  but  I  do  not  have  actual  knowledge  of  the  amount  of 
those  loans,  but  I  know  they  were  in  excess  of  $1,750,000. 

Mr.  Ben-Veniste.  So  the  lenders  and  possibly  the  banks  which 
were  secured  by  the  property  itself  took  a  loss  in  connection  with 
the  sale  of  this  property  to  Madison? 

Mr.  Jennings.  That's  certainly  my  understanding. 

Mr.  Ben-Veniste.  Do  you  have  any  understanding,  did  Mr.  Ward 
ever  tell  you  that  Mrs.  Clinton  had  anything  whatsoever  to  do  with 
the  acquisition  of  the  property? 

Mr.  Jennings.  He  did  not  tell  me  any  such  thing. 

Mr.  Ben-Veniste.  How  was  this  property  referred  to  by  you  and 
Mr.  Ward  and,  indeed,  during  the  trial  of  the  case  between  Mr. 
Ward  and  Madison  Guaranty  where  you  represented  Mr.  Ward? 
Was  it  referred  to  as  IDC? 

Mr.  Jennings.  Yes,  sir. 

Mr.  Ben-Veniste.  Was  it  ever  referred  to  as  Castle  Grande? 

Mr.  Jennings.  Castle  Grande  was  a  very  small  part  of  the  pur- 
chase. It  is  my  understanding  that  it  was  a  trailer  park,  it  was  res- 
idential, and  nobody  referred  to  the  entire  transaction  as  Castle 
Grande. 

Mr.  Ben-Veniste.  In  the  trial  which  occurred  in  1989,  was  it? 

Mr.  Jennings.  No,  sir,  it  was  1988. 

Mr.  Ben-Veniste.  In  August  1988? 

Mr.  Jennings.  August  30  and  31,  1988. 

Mr.  Ben-Veniste.  Thank  you.  In  the  trial  of  the  case,  the  prop- 
erty which  was  underlying  the  dispute  between  the  parties  was  re- 
ferred to  as  IDC;  is  that  correct? 

Mr.  Jennings.  That  is  correct,  I  have  reviewed  that  transcript. 
Naturally,  I  didn't  memorize  it,  but  I  don't  believe  there  was  any 
reference  to  Castle  Grande,  other  than  that  it  was  a  small  part  of 
the  transaction. 

Mr.  Ben-Veniste.  Would  you  provide  us  with  your  understand- 
ing of  Mr.  Ward's  participation  in  the  negotiations  for  the  purchase 
of  the  property  at  this  bargain  price,  or  what  was  considered  a  bar- 
gain price  at  the  time,  and  his  subsequent  involvement. 

Mr.  Jennings.  Well,  as  I've  said,  he  was  asked  by  Mr.  McDougal 
to  see  if  he  could  get  from  the  IDC  an  easement  through  the  prop- 
erty because  Madison,  or  McDougal,  owned  some  property  south  of 
there  that  was  landlocked.  He  went  to  Mr.  Everett  Tucker,  who 
was  a  friend  of  his,  and  asked  Mr.  Tucker  if  the  IDC  would  give 
an  easement.  Mr.  Tucker  said  no,  but  we  will  sell  you  the  property. 
So  Mr.  Ward  said  what  do  you  want  for  it,  and  Mr.  Tucker  said 
$3  million.  Mr.  Ward  went  back  to  Mr.  McDougal  and  said  they 
won't  give  you  an  easement  but  they  will  sell  the  property  to  you 
for  $3  million.  Mr.  McDougal  said  that's  too  much.  Not  interested. 

Mr.  Ward  reported  back  to  Mr.  Tucker  and  Mr.  Tucker  said  well, 
maybe  we  can  do  better  on  the  price.  He  finally  said  we'll  sell  it 
for  $1.75  million.  Mr.  Ward  went  back  to  Mr.  McDougal  and  said 
this  is  a  bargain.  Since  I  am  an  employee  and  I  contacted  Mr. 
Tucker  at  your  request,  I  feel  duty  bound  to  let  you  buy  the  prop- 
erty if  you  want  to.  If  you  don't,  I'll  buy  it  myself. 

Mr.  Ben-Veniste.  What  happened  thereafter? 
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Mr.  Jennings.  Well,  Mr.  McDougal  said  he  wanted  to  buy  it,  and 
he  told  Mr.  Ward  that  he  couldn't  handle  the  entire  transaction 
and  asked  Mr.  Ward  if  he  would  take  part  of  it.  Mr.  Ward  said  he 
would  be  glad  to. 

Mr.  Ben-Veniste.  And  that  resulted  eventually  in  the  agreement 
that  you  refer  to  as  between  Mr.  Ward  and  Mr.  McDougal? 

Mr.  Jennings.  Yes,  sir.  As  I  recall  the  documentation,  there  was 
a  deed  to  the  south  half — not  exactly  half,  but  the  property  south 
of  145th  Street,  a  deed  to  Mr.  Ward  for  the  property  north  of  145th 
Street,  an  option  executed  between  Mr.  Ward  and  Mr.  McDougal 
on  behalf  of  Madison  for  Madison  to  buy  from  Mr.  Ward  the  prop- 
erty that  had  been  deeded  to  him. 

Mr.  Ben-Veniste.  Later,  there  was  an  option  agreement  entered 
into  but  not  exercised  as  you've  testified? 

Mr.  Jennings.  That's  correct,  sir.  That  had  nothing  to  do  with 
the  original  transaction. 

Mr.  Ben-Veniste.  Tell  us  what  your  understanding  of  that  op- 
tion was  in  the  context  of  what  had  gone  on  between  the  parties. 

Mr.  Jennings.  I  will  have  to  tell  you  what  happened  and  then 
if  you  want  to  know  how  I  interpret  that,  I  will  be  happy  to  do  it. 
What  happened  was  that  Mr.  Ward,  and  I  believe  the  exact  date 
was  March  31,  1986,  borrowed  $400,000  from  Madison.  He  had 
been  requesting  payment  of  his  commissions  and  he  had  been  told 
that  Madison  didn't  have  the  money  to  pay  them. 

He  had  some  need,  he  had  some  transaction  he  wanted  to  enter 
into  that  he  needed  money  for,  and  also  since  it  was  generally 
agreed  that  he  was  entitled  to,  at  least,  $300,000  for  his  commis- 
sions, he  borrowed  $400,000. 

The  deal  that  he  had  planned  to  make  with  the  $100,000  of  that 
fell  through,  so  he  paid  them  back  the  $100,000,  leaving  a  balance 
on  the  note  of  $300,000.  My  best  recollection  also  is  that  some  of 
the  proceeds  of  that  note  were  used  to  pay  an  earlier  note  that  Mr. 
Ward  had  given  to  Madison. 

Then  later — this  would  have  been  according  to  the  date  on  the 
option,  I  believe  it  was  May  1 

Mr.  Ben-Veniste.  It  was  dated  May  1st,  but  if  you  will — see,  it 
is  notarized  as  of  the  5th,  I  believe. 

Mr.  Jennings.  OK.  In  any  event,  Mr.  McDougal  wanted  to  be  in 
the  position  to  buy  that  property  for  $400,000  if — it  had  been  mort- 
gaged to  secure  the  $400,000  loan,  which  is  now  $300,000,  if  Mr. 
Ward  elected  to  pay  off  the  note  and  satisfy  the  mortgage,  then  Mr. 
McDougal,  as  I  understand  it,  still  wanted  to  be  in  the  position  to 
acquire  that  property  for  $400,000  if  he  could  get  it.  That's  why  he 
asked  for  the  option. 

Mr.  Ben-Veniste.  Now  at  the  trial  of  Ward  v.  Madison  in  which 
you  represented  Mr.  Ward,  the  question  has  come  up  as  to  whether 
this  option  agreement  was  somehow  an  important  question  in  the 
trial.  You  have  explained  the  reason  why  you  understood  the  option 
was  entered  into.  Was  there  any  interest  whatsoever  in  who  draft- 
ed that  option  agreement  at  the  trial? 

Mr.  Jennings.  Absolutely  not. 

Mr.  Ben-Veniste.  You  chuckle.  Does  the  law  in  Arkansas  pro- 
vide for  a  Parole  Evidence  Rule? 
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Mr.  Jennings.  Yes,  sir,  it  does.  When  Mr.  Latham  testified  as  to 
his  understanding  about  what  the  agreement  was,  I  objected  on  the 
ground  that  he  was  attempting  to  vary  the  terms  of  a  written 
agreement  by  parole  evidence,  which  is  absolutely  improper,  and 
the  judge,  and  don't  ask  me  why,  he  overruled  the  objection,  but 
in  the  instructions  to  the  jury  by  the  court,  there  was  never  any 
instruction  with  regard  to  any  variation  of  the  terms  of  the  written 
agreement  by  parole. 

Mr.  Ben-Veniste.  The  Parole  Evidence  Rule  applies  to  an  exe- 
cuted document  and  essentially  forecloses  oral  testimony  about  the 
agreement? 

Mr.  Jennings.  Any  testimony  that  is  designed  to  question  the 
terms  of  the  agreement  or  vary  the  terms  of  the  agreement  based 
upon  parole  is  inadmissible. 

Mr.  Ben-Veniste.  And  in  that  regard,  the  subject  of  the  court's 
ruling  was  with  respect  to  the  initial  September  24th  agreement. 
I  take  it  no  one  attempted  to  advance  some  parole  evidence  with 
respect  to  the  option  agreement? 

Mr.  Jennings.  They  had  interpreted  Mr.  Latham's  testimony  to 
the  effect,  to  mean  that  the  agreement  with  regard  to  Holman 
Acres  took  the  place  of  the  agreement  with  regard  to  commissions. 
And  that  certainly  wasn't  what  the  written  agreement  said,  and 
nobody  other  than  Mr.  Latham  even  suggested  that  Mr.  McDougal 
and  Mr.  Ward  hadn't  agreed  to  what  the  written  agreement  said 
that  they  had  agreed  to. 

Mr.  Ben-Veniste.  This  Holman  Acres  was  considered  to  be  the 
most  valuable  portion  of  the  IDC  property? 

Mr.  Jennings.  Well,  in  the  sense  that  the  total  transaction  was 
a  million  and  three-quarters,  and  the  parties  valued  Holman  Acres 
at  $400,000,  so  it's 

Mr.  Ben-Veniste.  Acre  for  acre  almost? 

Mr.  Jennings.  It  was  what,  23  percent  of  the  value  of  the  entire 
transaction.  That's  the  only  answer  I  can  give  you.  There  was  no 
other  single  piece  of  property  that  I  know  of  that  was — oh,  yes,  I 
take  that  back,  excuse  me.  My  recollection  is  bad.  The  sewer  and 
water  system  was  valued  at  much  higher  than  $400,000. 

Mr.  Ben-Veniste.  Because  there  was  a  commercial  enterprise  on 
that  property? 

Mr.  Jennings.  That's  correct.  My  recollection  is  that  it  was  sold 
for  $1.2  million,  just  that  one  piece,  and  I  don't  think  they  ever  col- 
lected $1.2  million,  but  that  was  the  sales  price. 

Mr.  Ben-Veniste.  So  a  small  portion  of  the  $1.75  total  purchase 
price  was  sold  for  $1.2  million? 

Mr.  Jennings.  Well,  now  again,  was  it  a  small  portion?  I  don't 
know  how  much  property  it  involved,  but  it  was  certainly  a  valu- 
able commercial  operation. 

Mr.  Ben-Veniste.  OK.  So  let's  continue  on  with  the  option  agree- 
ment, because  much  has  been  made  in  these  proceedings  of  the 
option  agreement  and  the  fact  that  Mrs.  Clinton  apparently  spent 
something  under  2  hours  in  connection  with  drafting  it.  If  you  no- 
tice, there  are  two  versions  of  the  option  agreement. 

Mr.  Jennings.  Well,  I  didn't  realize  that  until  my  deposition  was 
taken,  but  I  now  know  that  that's  true. 
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Mr.  Ben-Veniste.  Let  me  refer,  if  we  could  have  put  before  you 
the  deposition  of  Mr.  Ward,  which  was  taken  pretrial  in  the  Ward 
v.  Madison  case  in  1988.  At  page  83,  line  23.  Actually  go  up  to  21: 

Question:  I  have  two  resolutions  and  two  different  pieces  of  property. 

Answer:  The  resolutions  they  wrote  had  the  wrong  legal  descriptions.  After  it  was 
put  together,  I  called  that  to  Don  Denton's  attention,  and  he  had  Document  063  pre- 
pared, and  it  was  signed  by  John  Latham. 

Mr.  Jennings.  I'm  sorry,  that  is  not  what  I  have  before  me,  I  do 
not  believe.  What  page  was  it? 

Mr.  Ben-Veniste.  It's  page  83. 

Mr.  Jennings.  Oh,  83,  OK.  Let  me  go  back  on  that. 

Mr.  Ben-Veniste.  Again,  it  would  start  at  line  21,  the  question. 

Mr.  Jennings.  I  notice  that  deposition  was  apparently  attended 
by  Mr.  Rowe  of  my  firm.  I  don't  believe  I  was  present. 

Mr.  Ben-Veniste.  Right. 

So  Mr.  Ward  gave  these  answers  to  the  following  questions  at 
that  time. 

Question:  So  what  happened  was  they  put  the  wrong  property  description  in  the 
resolution? 

Answer:  That's  right. 

Question:  And  Mr.  Denton  substituted  the  first  two  pages,  which  you  and  some- 
body initialed.  Is  that  John  Latham?  I  can't  tell.  Jim  McDougal?  I  see  "S.W.";  I  as- 
sume those  are  your  initials? 

Answer:  It  would  be  John  Latham,  I  guess. 

Then  it  goes  on,  but  the  wrong  property  was  designated  in  the 
original  option  agreement,  and  according  to  Mr.  Ward,  Don  Denton, 
prepared  the  final  executed  agreement.  Do  you  know  who  Mr.  Don 
Denton  is? 

Mr.  Jennings.  I  do. 

Mr.  Ben-Veniste.  Who  is  Don  Denton? 

Mr.  Jennings.  Mr.  Don  Denton  was  an  employee  of  the  Union 
National  Bank  at  a  time  when  Mr.  Ward  was  doing  business  with 
Union  National  and  Mr.  Ward  knew  him  through  that  relationship, 
and  Mr.  Denton  was  the  one  who  suggested  to  Mr.  Ward  that  Mr. 
McDougal  might  be  interested  in  hiring  Mr.  Ward. 

Mr.  Ward  at  that  time  was  retired  and  Mr.  Denton  thought  that 
maybe  he  would  like  to  get  a  little  additional  income,  I  guess,  so 
Mr.  Denton  introduced  Mr.  Ward  to  Mr.  McDougal,  who  Mr.  Ward 
had  never  previously  met. 

Mr.  Ben-Veniste.  My  point  in  this  is  that  the  first  draft  of  this 
option  agreement  which  bore  the  designation  small  "g,"  which  in 
turn  has  been  identified  here  as  the  Rose  Firm  designation  for  Mrs. 
Clinton's  then-secretary  was  the  initial  draft  dated  the  1st,  then  it 
was  superseded  by  a  document  apparently  prepared  by  Mr.  Denton, 
and  that  document  was  the  one  that  was  signed  and  notarized  and 
was  the  document  that  was  presented.  Mr.  Jennings  is  that  consist- 
ent with  everything  you  know? 

Mr.  Jennings.  Yes,  sir,  that's  consistent. 

Mr.  Ben-Veniste.  So  that 

Mr.  Jennings.  Except  that  I  had  forgotten  about  the  first  one  en- 
tirely. 

Mr.  Ben-Veniste.  If  I  understand  your  testimony,  the  option 
agreement  itself  was  not  a  big  issue  at  the  trial,  the  explanation 
that  Mr.  Ward  provided  was  accepted  by  the  jury  on  the  larger  is- 
sues in  the  case,  the  court  did  not  disturb  that  verdict,  I  take  it? 
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Mr.  Jennings.  That's  correct.  Actually,  Mr.  Ward  testified  that 
he  was  entitled  to  $391,640,  or  $840,  and  the  jury  returned  a  ver- 
dict for  $391,645,  or  $845,  so  they  gave  him  $5  more  than  he  said 
he  was  entitled  to.  I  don't  want  to  retry  that  lawsuit.  I'm  satisfied 
with  the  results. 

Mr.  Ben-Veniste.  I  imagine.  Let  me  ask  you,  and  this  is  quite 
a  serious  question.  Did  anything  come  to  your  attention  during  the 
course  of  that  trial  or  your  representation  of  Mr.  Ward  which  sug- 
gested in  any  way,  shape  or  form  that  anyone  at  the  Rose  Law 
Firm,  much  less  Mrs.  Clinton,  had  done  anything  improper  or  inap- 
propriate in  the  representation  of  Madison? 

Mr.  JENNINGS.  Absolutely  not.  I  was  only  aware  that  the  Rose 
Firm  in  some  connection  had  represented  Madison,  and  that  was 
the  reason  that  Mr.  Ward  didn't  go  up  to  the  Rose  Firm  to  file  his 
lawsuit,  but  any  information  whatsoever  about  what  they  had  done 
in  connection  with  their  representation  was  unknown  to  me,  and 
I  certainly  know  of  nothing  that  they  had  done  that  was  improper. 

Mr.  Ben-Veniste.  If  I  understand  your  testimony,  the  question 
about  who  drafted  the  option  agreement  was  completely  irrelevant 
to  the  issues  at  trial  in  Ward  v.  Madison,  and  further,  that  any  ef- 
fort to  present  evidence,  should  it  have  been  relevant,  regarding 
the  drafting  of  the  agreement  would  have  been  barred  by  the  Pa- 
role Evidence  Rule? 

Mr.  Jennings.  Yes,  and  I  would  have  hoped  that  the  court  would 
have  so  ruled,  but  as  far  as  I  know,  there  was  never  any  effort  on 
the  part  of  anybody  at  the  trial  itself  to  present  evidence  with  re- 
gard to  who  drafted  the  option  agreement.  This  was  from  a  deposi- 
tion which  I  didn't  attend,  but  as  far  as  the  transcript  of  the  trial 
is  concerned,  there  was  no  evidence  at  any  time  about  who  drafted 
the  option  agreement  so  far  as  I  can  remember. 

Mr.  Ben-Veniste.  Let  me  turn  to  the  question  of  your  more  re- 
cent contacts,  now  we'll  zoom  fast  forward  into  the  1990's  and  your 
visit  to  the  White  House  in  August  of  last  year. 

Mr.  Jennings.  Yes,  sir. 

Mr.  Ben-Veniste.  There  has  been  a  report  in  The  Washington 
Post  with  regard  to  what  was  said  by  you  in  your  deposition.  Did 
you  discuss  your  deposition  with  anyone  from  the  press? 

Mr.  Jennings.  I  certainly  did  not,  and,  in  fact,  I  wrote  to  Mr. 
Dinh  and  expressed  shock  that  the  press  had  information  about 
what  I  had  said  in  my  deposition  when  I  had  not  yet  been  fur- 
nished a  copy  of  it. 

Mr.  Ben-Veniste.  I  don't  think — did  you  copy  us  in  that  letter? 
I  don't  think  we  have  a  copy  of  it. 

Mr.  Jennings.  I'm  afraid  that  I  didn't,  but  I 

Mr.  Ben-Veniste.  Do  you  have  a  copy  of  that  letter? 

Mr.  Jennings.  Yes,  I  do.  Just  a  second. 

This  was  faxed  to  Mr.  Dinh  on  February  9,  1996,  and  it  does  not 
show  that  I  copied  anybody  else. 

Mr.  Ben-Veniste.  May  we  borrow  your  file  copy  to  make  a  copy 
of  that? 

Mr.  Jennings.  You  most  certainly  can.  May  I  read  what  I  said, 
very  briefly? 

Mr.  Ben-Veniste.  Sure. 
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Mr.  Jennings.  It  said,  "Dear  Mr.  Dinh:  Based  upon  a  news  story 
in  today's  Arkansas  Democrat-Gazette,"  that  would  have  been  on 
the  9th  of  February,  "and  a  telephone  call  that  I  received  this 
morning  from  a  reporter,  it  is  apparent  that  the  press  has  access 
to  information  concerning  which  I  testified  in  my  deposition.  Since 
I  do  not  have  a  transcript  of  my  deposition,  it  is  shocking  to  me 
that  the  press  already  has  it. 

"I  respectfully  request  that  I  be  provided  with  a  copy  of  the  tran- 
script of  my  deposition  in  ample  time  for  me  to  review  it  before  my 
scheduled  appearance  before  the  Committee  on  Thursday,  Feb- 
ruary 15,  1996.  I  believe  I  was  advised  that  I  was  entitled  to  have 
a  transcript  4  days  before  an  appearance  before  the  Committee.  I 
could  be  mistaken  about  that,  but  that  is  certainly  my  impression." 

I  received  a  telephone  call  from  Mr.  Dinh  apologizing  to  me  for 
this  having  been  made  public  before  I  had  a  copy  and  assuring  me 
that  I  would  have  a  copy  promptly  and  that  he  would  attempt  to 
determine  the  leak. 

Mr.  Ben-Veniste.  If  we  may  have  a  copy  of  that,  we  would  ask 
that  it  be  made. 

Mr.  Jennings.  I  might  add  that  I  received  my  copy  of  the  tran- 
script about  noon  on  Saturday,  which  would  have  been  the  10th, 
I  guess.  And  that  was  the  first  time  that  I  had  received  it,  and  I 
did  not  discuss — very  deliberately  did  not  discuss  what  I  had  testi- 
fied to  with  anyone. 

Mr.  Ben-Veniste.  Mr.  Chairman,  may  we  make  this  letter  a  part 
of  the  record? 

The  Chairman.  Certainly. 

Mr.  Ben-Veniste.  Of  importance  is  the  fact  that  the  news  story 
that  I  referred  to,  which  is  dated  February  9,  1996,  there  is  a  sug- 
gestion that  your  visit  to  Washington  had  something  to  do  with  the 
appearance  in  the  first  instance  of  billing  records.  The  article  is 
headlined,  "First  Lady  Met  Arkansas  Figure's  Lawyer,"  I  guess 
that  was  you,  "In  Month  That  Billing  Records  Appeared,"  drawing 
some  sort  of  connection  between  the  fact  that  you  came  up  for  the 
purposes  you've  testified  about 

Mr.  Jennings.  I  know  that's  bound  to  have  been  Susan  Schmidt. 
Excuse  me.  Go  ahead. 

Mr.  Ben-Veniste.  The  connection  that  is  drawn  here  is  because 
you  were  in  the  White  House  in  August,  and  because  Ms.  Huber 
recollected  that  that's  the  first  time  she  came  in  contact  with  the 
billing  records  so  far  as  she  recollected  in  her  testimony  here,  that 
somehow  your  appearance  at  the  White  House  was  associated  with 
the  initial  discovery  of  those  billing  records. 

Mr.  Jennings.  That  is  absolutely  absurd.  That  did  not  happen, 
had  no  connection  whatsoever. 

Mr.  Ben-Veniste.  Now  there  did  come  a  time  when  in  January 
1996,  subsequent  to  the  time  the  billing  records  were  discovered, 
that  Mr.  Kendall  met  with  Mr.  Ward  in  Arkansas. 

Mr.  Jennings.  Yes,  sir. 

Mr.  Ben-Veniste.  Was  that  the  first  time  that  you  saw  these 
billing  records? 

Mr.  Jennings.  I  am  not  even  sure  that  I  saw  the  billing  records 
at  that  time  because  I  didn't  examine  what  Mr.  Kendall  was  show- 
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ing  to  Mr.  Ward,  but  I  assume  that  that's  what  it  was.  If  that's 
what  it  was,  that's  certainly  the  first  time  I  had  ever  seen  them. 

Mr.  Ben-Veniste.  Now,  I  have  not  read  Mr.  Ward's  deposition 
which  was  taken  in  Arkansas  on  Monday  of  this  week,  but  in  that 
deposition  he  had  very  little  recollection  of  conversations  with  Mrs. 
Clinton  back  in  1985  and  1986.  In  your  meeting  with  Mr.  Kendall 
and  Mr.  Ward,  was  Mr.  Ward's  recollection  any  clearer? 

Mr.  Jennings.  No,  sir.  That  is  consistent  with  what  I  heard  him 
tell  Mr.  Kendall. 

Mr.  Ben-Veniste.  Ms.  Dickey,  if  I  understand  your  testimony, 
you  saw  no  billing  records  at  any  time,  so  far  as  you  know,  when 
you  were  at  the  West  Wing  of  the  White  House? 

Ms.  Dickey.  I  was  in  the  East  Wing  of  the  White  House. 

Mr.  Ben-Veniste.  In  the  East  Wing. 

Ms.  Dickey.  East  Wing.  In  my  office.  And  I  never  recall  having 
seen  those  records. 

Mr.  Ben-Veniste.  Thank  you. 

Senator  Simon. 

OPENING  COMMENTS  OF  SENATOR  PAUL  SIMON 

Senator  Simon.  Yes,  I  just  wanted  to  get  one  question  to  you,  Mr. 
Jennings.  First  of  all,  I  thought  your  comment  at  the  end  of  your 
statement,  "I  don't  know  why  I'm  here,"  was  significant.  Frankly, 
there  are  two  of  us  here  today  who  are  in  that  situation. 

Senator  Dodd.  Three. 

Senator  SlMON.  Three,  all  right.  Maybe  more. 

Mr.  Jennings.  If  I  may  interrupt,  at  least  you're  being  paid  for 
being  here,  sir. 

[Laughter.! 

Senator  SlMON.  My  staff  did  a  little  biography  of  you  and  said 
you  are  a  highly-respected  lawyer  in  Arkansas,  and  if  you  will  for- 
give me,  you  have  a  few  years  on  you.  Do  you  have  any  reflection 
on  what  we're  doing  here? 

Mr.  Jennings.  Do  I  have  any 

Senator  SlMON.  Yeah,  reflection,  on  this  whole  process. 

Mr.  Jennings.  Well,  let  me  say  that  as  the  process  has  been  re- 
ported, and  I'm  not  talking  about  what  has  actually  happened,  but 
as  it  has  been  reported,  there  has  been  a  great  deal  of  inaccuracy 
in  the  reporting  of  what  is  happening  here  and  what  has  happened 
with  regard  to  all  of  this.  For  one  thing,  Mr.  Seth  Ward  has  been 
shamefully  mistreated  in  the  press.  Mr.  Seth  Ward  has  not  done 
anything  illegal,  and  according  to  the  jury,  he  was  entitled  to  every 
penny  that  he  didn't  get,  because  later  the  RTC  was  able  to  attack 
collaterally  that  judgment;  it  wound  up  in  a  settlement  by  which 
Mr.  Ward  paid  back  some  of  what  he  had  won  in  the  lawsuit. 

It  has  been  published  over  and  over  again  that  Mr.  Ward  was 
indebted  to  Madison,  that  he  didn't  pay  in  amounts  over  half  a  mil- 
lion dollars.  That  is  absolutely  untrue.  He  paid  every  penny  that 
he  owed  Madison. 

In  this  lawsuit,  and  I  don't  know  about  Illinois,  although  I  went 
to  school  at  Northwestern,  in  this  lawsuit,  if  there  was  any  indebt- 
edness of  Mr.  Ward  to  Madison,  when  he  sued  Madison  under  Ar- 
kansas law,  Madison  was  required  to  counterclaim  for  any  amount 
that  they  claimed  that  Mr.  Ward  owed  them. 
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As  a  matter  of  fact,  in  our  complaint,  we  said  that  Mr.  Ward 
owed  Madison  $93,000  on  a  note,  plus  interest.  When  the  verdict 
was  rendered,  it  was  stipulated  that  Madison  was  entitled  to  collect 
and  have  deducted  from  any  judgment  in  favor  of  Mr.  Ward  the 
$93,000  plus  interest,  which  was  done,  and  that  represented  full 
and  total  payment  by  Mr.  Ward  of  any  amount  of  money  that  he 
owed  to  Madison. 

Likewise,  after  the  RTC  collaterally  attacked  the  judgment  and 
finally  entered  into  a  settlement,  they  entered  into  a  release  in 
which  the  RTC  has  released  Mr.  Ward  from  any  claims  whatsoever 
on  behalf  of  Madison,  RTC,  or  anybody  else. 

Another  thing  that  has  greatly  distressed  me  is  that  it  has  been 
reported  that  Mr.  Ward's  transaction  cost  Madison  $4V^  million 
and  was  a  factor  in  Madison  becoming  insolvent.  I  would  love  to 
see  the  arithmetic  on  that,  because  the  evidence  in  the  lawsuit  was 
that  property  that  was  purchased  for  $1,750,000,  was  sold  for 
$3,600,000  and  some.  That  is  the  reason  that  Mr.  Ward  was  enti- 
tled to  commissions  in  excess  of  $300,000.  That's  repeated,  every 
story  says  that  Mr.  Ward  broke  Madison.  The  truth  of  the  matter 
is  that  in  1986  when  Mr.  McDougal  left,  and  I  presume  was  asked 
to  leave  Madison,  the  Federal  Home  Loan  Bank,  as  I  understand 
it,  took  over  the  governing  of  the  day-to-day  operation,  nobody  con- 
tended that  this  one  particular  transaction  had  broken  Madison. 

I  certainly  respect  the  Senate  as  a  body  and  I  certainly  respect 
the  right  of  the  Senate  and  all  of  its  Members  to  investigate  this 
matter,  I  don't  question  that,  and  I  think  it's  appropriate,  but  I  do 
think  that  this  investigation  ought  to  be  directed  strictly  at  getting 
to  the  truth. 

Senator  Simon.  I  know  the  light  is  on,  but  you  mentioned  specifi- 
cally Mr.  Ward,  his  reputation  being  harmed.  Do  you  think  it  is 
possible  in  the  process  that  we  have  also  harmed  the  reputation, 
just  as  Mr.  Ward's  reputation  has  wrongfully  been  harmed,  harmed 
the  reputation  of  Mrs.  Clinton  and  other  people  in  the  process? 

Mr.  Jennings.  Yes,  that  is  my  opinion.  My  wife  thinks  you  are 
harming  my  reputation  by  having  me  here. 

Senator  SlMON.  Well,  and  your  wife  may  be  correct. 

Mr.  Jennings.  I  realize  that. 

Senator  Simon.  We  are  taking,  and  I  don't  mean  to  pick  on  you, 
Ms.  Dickey,  but  we  are  bringing  in  secretaries,  we  are  frightening 
people,  people  are  piling  up  big  legal  bills,  and  I  have  to  ask  myself 
what  is  the  purpose  of  it  all.  And  if  there  is  no  real  national  pur- 
pose to  be  served,  then  it  seems  to  me  we  ought  to  close  up  shop 
and  issue  our  report  to  the  Senate. 

I  thank  my  colleague  for  yielding. 

The  Chairman.  Mr.  Jennings,  first  of  all,  we  thank  you  for  your 
cooperation  and  we  certainly  take  note  for  the  record  of  your  co- 
operation. I  want  to  tell  you  that  so  we  hope  that  your  wife  or  no 
one  else  gets  anything  other  than  the  fact  that  your  appearance 
here  is  in  an  attempt  to  give  the  Committee  an  opportunity  to  gain 
facts  so  that  we  can  complete  a  picture,  and  that's  our  job.  What- 
ever that  picture  turns  out,  we're  not  in  the  business  of  attempting 
to  put  up  a  false  picture,  but  to  get  the  facts  so  the  American  peo- 
ple and  the  Congress  have  them.  That's  what  our  purpose  here  is. 
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And  let  the  record  reflect  that  you  have  been  most  cooperative  at 
every  stage,  and  we  are  deeply  appreciative. 

Mr.  Jennings.  Thank  you. 

The  Chairman.  Let  me  ask  you  this  because  I  hear  and  I  respect 
your  views  as  it  relates  to  the  characterizations  that  do  or  do  not 
fairly  impinge  upon  Mr.  Ward.  The  fact  of  the  matter  is,  though, 
he  did  come  to  a  settlement  with  the  RTC,  is  that  not  correct? 

Mr.  Jennings.  Yes,  he  did. 

The  Chairman.  And  he  agreed  to  pay  them  back  a  substantial 
amount  of  money;  is  that  correct? 

Mr.  Jennings.  $335,000  is  my  recollection. 

The  Chairman.  The  reason  he  agreed  to  pay  them  back  their 
$335,000  is  why? 

Mr.  Jennings.  Well,  for  one  thing,  Mr.  Ward  had  fallen  out  of 
a  second-story  window  when  he  was  trying  to  fix  the  downspout  on 
a  house  and  had  suffered  a  very  severe  injury.  He  broke  several 
vertebra,  he  has  very  serious  residual  injuries.  And  he  thought  and 
his  lawyer  then,  Tom  Ray,  thought  that  not  only  was  this  continu- 
ing litigation  potentially  injurious,  further  injurious  to  his  health, 
but  that  before  he  got  through  he  was  going  to  spend  more  money 
on  attorney  fees  than  what  was  in  dispute  and  that  the  best  inter- 
est of  Mr.  Ward  was  to  get  the  thing  behind  him. 

The  Chairman.  Well,  OK,  but  the  fact  of  the  matter  is  that  he 
entered  into  a  settlement  and  paid  back  $335,000  and  there  are 
those  who  contend,  the  RTC  and  others,  that  he  had  no  legitimate 
claim  to  those  moneys. 

Now,  I  understand  we  work  out  settlements  for  different  reasons 
and  I  understand  why  people  may  agree  to  handle  litigation,  but 
that's  a  substantial  sum  of  money.  And  the  fact  remains,  and  we 
will  demonstrate  to  you,  and  I  don't  think  that  maybe  you  had  all 
of  this  information,  we  will  show  you  rather  quickly  and  vividly 
how  it  is  that  that  entire  process,  the  Castle  Grande/IDC  process, 
was  estimated  to  cost  the  taxpayers  $3.8  million. 

It  doesn't  mean  that  along  the  way  that  some  people  may  or  may 
not  have  made  some  money  and  that  various  processes  at  that  time 
did  not  cost  money,  and  let  me  tell  you,  that  has  been  very  clearly 
substantiated.  Even  the  RTC  Pillsbury  Report  refers  to  this  in 
some  detail,  and  you  probably  don't  have  all  of  that,  and  I  under- 
stand that. 

Let  me  just  assure  you  of  one  thing,  and  I  certainly  don't  think 
that  your  appearance  at  any  one  place  should  be  characterized  as 
anything  other  than,  for  example,  your  appearance  here  today,  as 
an  effort  to  be  cooperative.  And  you  have  never  sought  to  delay,  I 
want  the  record  to  indicate  that,  so  if  your  wife  is  watching  or 
friends  are  watching,  Mr.  Jennings  has  always  been  cooperative 
with  this  Committee  in  terms  of  everything,  I've  been  advised,  and 
we  want  people  to  note  that. 

But  why  the  interest  as  it  relates  to  your  appearance  at  the 
White  House  on  or  about  August  9,  I  guess,  1995,  because  that 
happens  to  be  a  day  that  Mr.  Kendall  was  there,  and  you  have  ex- 
plained and  Mr.  Kendall  is  deeply  involved  in  the  matter  of  at- 
tempting to  gain  facts  and  represent  the  Clintons  as  it  relates  to 
Whitewater  and  Whitewater-related  matters.  That  is  the  same  day, 
so  you  were  there,  Mr.  Kendall  was  there.  I  think  it's  appropriate 
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for  us  to  ask  what  the  circumstances  are  and  were.  And  you've  tes- 
tified and  you've  shed  light  on  that. 

Mr.  Jennings.  I  agree  absolutely.  I  have  no  question  about  that. 

The  Chairman.  So  in  other  words,  when  you  say  you  don't  know 
what  you're  doing  here,  and  let  me  just  add,  someone  else  that  we 
know  that  was  there  who  was  a  close  adviser  in  this  matter,  in  the 
related  matters  that  we're  looking  at,  Susan  Thomases  was  there, 
and  then 

Mr.  Jennings.  May  I  correct  something  that  I  said? 

The  Chairman.  Yes.  I  am  not  saying,  by  the  way,  and  that's  why 
we  asked  if  you  met  and  you  said  you  did  not  meet  her  on  that  day, 
and  I  accept  that,  but  that  is  why  we  pursue  the  line  of  questions. 
It's  not  that  we're  just  drawing  it  out  and  we've  tried  to  bring  peo- 
ple in  to  give  them  a  difficult  time  or  to  impugn  their  reputations, 
and  I  just  want  to  share  that  with  you.  We  have  an  indication  that 
Susan  Thomases  was  there 

Senator,  please.  I  really  attempt  to  accord  everybody  the  right  to 
ask  their  questions,  to  make  their  presentations,  as  long  as  we're 
not  abusive  of  a  witness,  I  have  allowed  both  sides  and  everyone 
to  try  to  have  a  fair  berth.  I  am  not  trying  with  exactitude  to  split 
hairs  and  everything.  Sometimes  people  may  make  reference  to  one 
party  and  a  thing  that  may  be  off. 

I  am  just  trying  to  say  and  assure  Mr.  Jennings  and  the  public 
that  we're  not  just  bringing  people  in  to  harass  them  or  to  go  over 
old  things.  We're  trying  to  get  the  facts. 

Mr.  Jennings,  in  your  testimony  you've  helped  us. 

Mr.  Jennings.  I  hope  so. 

The  Chairman.  You  have.  Some  people  may  have  been  looking 
to  see  what  the  implications  were.  I  am  trying  to  say,  because  I 
think  we  have  a  White  House  record  that  indicates  Ms.  Susan 
Thomases  was  there  on  or  about  that  period  of  time  on  August  4th, 
earlier  there  was  an  RTC  report  that  came  about.  Then  we  had  Ms. 
Huber  come  in  and  testify  that  it  was  sometime  during  August, 
late  July  or  early  August,  she  thought  it  was  in  August,  that  she 
found  the  billing  records. 

And  we  know  that  you  were  there  then,  and  I  think  it's  a  logical 
thing  to  ask,  did  these  things  come  up,  did  you  discuss  them,  et 
cetera.  You  have  given  your  testimony.  I  believe  you.  I  absolutely 
believe  you.  I  have  no  reason  not  to.  But  I  don't  think  it's  fair — 
and  others  say  this  is  ridiculous,  there's  no  connection,  why  should 
we  be  bringing  witnesses  in.  There  is  a  reason,  and  we're  attempt- 
ing to  get  the  facts.  And  if  the  facts  clearly  indicate  that  there  was 
no  connection,  then  that  should  be  known. 

Mr.  Jennings.  I  agree. 

The  Chairman.  We  will  attempt  to  do  that.  I  hope  we  have  reas- 
sured you  and  that  is  why  I  took  the  time  to  go  through  some  of 
these  things  with  you. 

Mr.  Jennings.  I  have  something  that  I  need  to  say.  It's  Patsy 
Thomasson  that  I  know.  If  that's  somebody  different  from  Susan, 
I  misspoke. 

The  Chairman.  That  is  someone  different  and  let  the  record  indi- 
cate you  did  not  indicate  that  you  saw  Susan  Thomases  on  that 
day.  We  have  reason  to  believe  she  was  in  the  White  House  and 
no  one  says  she  was  at  this  meeting.  That's  why  we  raised  it. 
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Patsy  Thomasson  is  someone  that  you  know  back  from  Arkansas, 
days  in  Arkansas? 

Mr.  Jennings.  Right.  If  I  had  seen  Susan  Thomases,  I  wouldn't 
have  known  who  she  was.  One  other  thing  I  would  like  to  say,  with 
the  permission  of  the  Chair. 

The  Chairman.  Certainly. 

Mr.  Jennings.  If  indeed  Madison  lost  $3.8  million,  and  I  accept 
your  statement  on  that,  it  was  not  Mr.  Ward's  fault. 

The  Chairman.  Well,  I  think  it  is  the  operation  of  the  bank  itself 
and  the  manner 

Senator  Dodd.  May  he  explain  that  a  little  bit?  I  was  going  to 
raise  that  issue.  I  think  it  is  a  very,  very  important  point  because 
the  implications  have  been  that  Mr.  Ward  was  responsible  for  that. 
Now,  Mr.  McDougal,  that's  another  matter,  but  I  would  like  Mr. 
Jennings  to  explain  why  he  believes  that  to  be  the  case. 

Mr.  Jennings.  Well,  because  the  property  sold  for  $3.8  or  $3.6 
million.  It  was  purchased  for  $1.75  million.  Now,  I  wouldn't  dispute 
the  fact  that  Mr.  McDougal  could  take  those  facts  and  transfer 
them  into  a  loss,  but  I  don't  think  Mr.  Ward  would  ever  have  con- 
sidered that  the  transaction  would  produce  any  loss.  And  as  a  mat- 
ter of  fact,  the  testimony,  undisputed,  was  that  Madison  could  not 
have  made  this  purchase  except  for  Mr.  Ward,  that  he  had  the  con- 
nections with  the  banks  and  with  the  IDC  to  bring  about  this  deal. 

Second,  Mr.  Latham  testified  on  cross-examination  at  the  trial 
that  this  was  obviously  a  good  deal  for  Madison.  And  that's  why 
it  seems — it's  very  difficult  for  me  to  see  that  anybody  can  blame 
Mr.  Ward  for  any  loss  that  Madison  suffered. 

Senator  Dodd.  Very  important  point,  Mr.  Chairman.  I  think  you 
will  probably  agree  there  is  a  distinction,  I  don't  think  that  was 
drawn  very  well  before,  the  implications  that  Mr.  Ward  was  re- 
sponsible, and  I  appreciate  your  response  to  that  question. 

The  Chairman.  We're  not  going  to  get  into  a  back  and  forth  on 
it  but  we  will  put  up  later  on  some — I  don't  even  think  we  have 
to  do  that.  I  think  the  record  as  it  relates  to  the  manner  in  which — 
I  have  characterized  the  operation  of  the  bank  as  a  real  criminal 
enterprise  and  I  think  at  some  point  in  time,  that's  exactly  what 
it  became.  Whether  it  was  because  McDougal  figured  out  that  he 
couldn't  save  it  and  let's  do  what  we  have  to  or  whatnot,  but  it  cer- 
tainly is  something  that  defies,  I  think,  description  as  to  anything 
less  than.  It  was  just  run  in  a  blatant  manner,  without  regard  for 
taxpayers. 

Senator  Dodd.  I  am  not  arguing  that.  Mr.  Ward,  his  role,  and 
I  think  he  gets  lumped  into  that  everytime. 

The  Chairman.  Let  me  say  this  to  my  friend  and  colleague.  The 
repayment  of  the  $335,000,  and  I  heard  Mr.  Jennings,  obviously 
there  was,  and  I  think  if  you  look  at  the  transactions  themselves 
and  begin  to  examine  them,  there  was  very  real  exposure  on  his 
part.  You  don't  advise  your  client  to  settle  for  the  amount  of  money 
that  they  are  looking  for,  but 

Senator  Dodd.  Could  he  respond  to  that  a  little  bit?  Is  that 

Mr.  Jennings.  Beg  your  pardon? 

The  Chairman.  He  has,  really,  he  has,  and  it's  on  my  time.  I 
want  to  try  and  move  through  it. 
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Ms.  Dickey,  this  is  a  very  delicate  area.  It  concerns  the  questions 
with  respect  to  Mr.  Foster's  death,  the  Minority  and  the  Majority 
have  agreed,  in  the  interest  of  attempting  to  calm  down  some  of 
the  speculation  that  has  taken  place,  to  ask  you  if  in  your  own 
words,  because  there  have  been  statements  made  and  assertions 
made,  and  some  made  publicly,  that  when  you  learned  of  Mr.  Fos- 
ter's death,  that  you  contacted  the  Governor's  Mansion  to  inform 
someone  of  that.  I  don't  know  who  that  was  or  wasn't.  And  then 
came  the  question  of  timing,  what  time  you  may  have  done  that. 

You  have  advised  us  as  to  that.  I  want  people  to  know  that,  but 
in  order  to  put  this  question  as  best  we  can  and  to  get  and  ascer- 
tain the  facts,  we  have  decided,  Senator  Sarbanes  and  myself,  that 
we  would  ask  you  to  describe  in  your  own  words  as  best  you  can 
how  you  learned  about  this,  about  what  time  you  learned  about  it, 
and  then  if  you  did  make  a  subsequent  notification  to  somebody, 
what  time  did  you  make  that.  I  hope  you  don't  find  that  offensive. 

Ms.  Dickey.  That's  fine. 

The  Chairman.  We  want  to  try  to  clarify.  Would  you  tell  us? 

Ms.  Dickey.  Certainly. 

The  Chairman.  Thank  you. 

Ms.  Dickey.  I  watched  the  President  on  Larry  King  Live  the 
night  of  July  20,  1993,  in  the  Solarium  of  the  White  House  on  the 
third  floor.  When  that  program  was  over,  the  doorman  who  works 
in  the  Usher's  office,  whose  name  is  John  Fanning,  came  up  to  the 
Solarium  and  informed  me  that  Vince  Foster  had  in  fact  committed 
suicide  and  his  body  had  been  found.  To  the  best  of  my  recollection, 
that  was  around  10:00  Eastern  Time  on  the  night  of  July  20. 

Vince  Foster  was  very  close  to  our  family,  lived  next  door  to  them 
in  Little  Rock.  It  was  a  very  personal  thing  for  me.  I  immediately 
started  to  cry  and  became  hysterical,  went  down  to  the  second  floor 
to  see  if  the  President  was  there.  He  was  not  there.  I  made  a  phone 
call  to  my  mother,  who  was  in  Virginia.  I  made  a  phone  call  to  my 
father,  who  was  in  Atlanta,  Georgia. 

I  then  went  back  up  to  the  third  floor.  I  don't  know  how  much 
time  I  spent  there.  I  went  back  down  to  the  second  floor,  found  the 
President  there.  He  told  me  that  he  had  shot  himself  in  a  park.  I 
went  back  upstairs  to  the  third  floor.  I  don't  know  how  much  time 
had  elapsed.  I  found  out  at  10:00  p.m.  My  best  recollection  is  that 
I  did  not  make  the  second  series  of  phone  calls  until  at  least  10:20. 
I  then  called  Ann  Stock,  who  is  the  Social  Secretary  and  my  boss 
at  the  time.  I  called  Ann  McCoy,  who  I  reported  to  at  the  Gov- 
ernor's Mansion,  who  had  been  a  friend  for  a  long  time  who  also 
knew  Mr.  Foster,  and  lived  down  the  street.  And  then  I  did  call  the 
Governor's  Mansion. 

The  Chairman.  So  it  was  well  after  10:00  p.m.? 

Ms.  Dickey.  My  best  estimation  that  I  called  the  Governor's 
Mansion  was  10:30  p.m. 

The  Chairman.  I  apologize  to  you  for  bringing  this  up,  but  the 
Majority  and  the  Minority  thought  that  it  was  important.  We 
thought  it  was  important  to  get  a  clarification  and  we're  not  going 
to  go  any  further. 

Senator  Sarbanes. 
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Senator  Sarbanes.  Mr.  Chairman,  I  would  like  to  just  go  one 
step  further. 

The  Chairman.  Certainly. 

Senator  Sarbanes.  It  has  been  asserted  by  some  that  when  you 
called  the  Governor's  Mansion  in  Little  Rock,  there  was  a  dif- 
ference in  the  time  and  you  have  now  said  it  was  after  the  Larry 
King  show  and,  therefore,  after  10:00  p.m. 

It  has  also  been  asserted  that  you  told  them  that  Vince  Foster 
had  gone  to  his  car  in  the  parking  lot  and  shot 

Ms.  Dickey.  That's  absolutely  not  true. 

Senator  Sarbanes.  Not  true,  OK. 

Ms.  Dickey.  I  never  heard  that,  I  never  would  have  said  that  be- 
cause that  was  not  the  facts  as  I  knew  them  at  that  time.  I  am 
absolutely  positive  of  the  timing  of  this. 

The  Chairman.  I  think  that's  the  key  element,  and  I  don't  wish 
to  keep  that  aspect  going  any  longer,  nor  did  any  of  us  personally 
want  to  bring  it  up  but  it's  the  kind  of  thing  that  I  think  we  have 
an  obligation,  when  we  have  a  witness  who  has  testified  and  who 
is  here  to  testify  and  who  has  given  us  this  information  by  way  of 
deposition,  that  it  is  important  to  try  to  clarify  that  situation  as 
much  as  possible.  So  we  attempt  to  deal  with  some  of  these  rumors 
that  may  have  been  circulating.  I  think  to  that  extent  we  have 
done  that. 

I  thank  you,  Ms.  Dickey. 

Ms.  Dickey.  Thank  you. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  If  Senator  Dodd  would  indulge  me  for  just  a 
moment. 

Senator  Dodd.  Certainly. 

Senator  Sarbanes.  Mr.  Chairman,  I'm  concerned  about  this  as- 
sertion that  Susan  Thomases  was  there  that  day.  She  may  or  may 
not  have  been,  but  the  record  I'm  looking  at  doesn't  demonstrate 
that.  And  I  would  like  to  pursue  that.  Now  maybe  we  should  put 
it  up  on  the  screen,  because  my  understanding  is  that  the  record 
indicates  that  she  had,  as  it  were,  an  appointment  or  had  been  put 
on  the  list,  but  she  was  never  issued  a  badge  and  there's  no  time 
of  arrival  or  place  of  arrival  for  her,  so  that's  the  first  point. 

Second,  this  would  indicate  that  the  place  she  was  going  to,  in 
any  event,  was  in  the  Old  Executive  Office  Building,  and  not  in  the 
White  House  residence,  but 

The  Chairman.  Senator,  I  never  said  the  White  House  residence, 
number  one,  and  I  was  explaining  to  Mr.  Jennings  that  there  were 
a  number  of  occasions  and  people  who  were  there,  including  him- 
self, including  Mr.  Kendall,  that  gave  rise  to  us  including  a  report 
that  Susan  Thomases  was  there.  I  didn't  say — we  asked  if  he  met. 
He  said  no. 

Senator  Sarbanes.  I  wasn't  focusing  so  much  on  your  comments 
as  I  was  the  questioning  of  Mr.  Jennings  earlier  in  which  it  was 
asserted  to  him  as  a  premise  that  Susan  Thomases  was  there  that 
day  and  did  he  see  her. 

The  Chairman.  But  he  has  indicated  quite  clearly  that  he  did  not 
see  her.  Nor  would  he 
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Senator  Sarbanes.  I'm  raising  the  question,  on  what  basis  do  we 
make  the  assertion  that  she  was  there.  And  if  it's  on  the  basis  of 
this  record,  I  don't  think  this  record  demonstrates  that,  and  I  guess 
I  should  ask  Counsel  about  it,  since  they  put — is  this  the  basis  on 
which  we're  making  the  assertion? 

The  Chairman.  No,  nobody  is  making — this  record  is  an  indica- 
tion, speaks  for  itself  and  it  has  Ms.  Thomases'  name  down  there, 
"Susan  Thomases,"  "visitee,"  it  says  "Curry,  on,"  and  it  gives  a 
time.  Seems  to  me  it's  about  9:58,  August  9th.  Do  you  have  a  time 
there? 

Senator  Sarbanes.  3:00,  1500.  Go  all  the  way  over,  Mr.  Chair- 
man, to  badge.  There  was  no  badge  issued  and  there's  no  time  of 
arrival. 

The  Chairman.  I  don't  know  if  every  time  Susan  Thomases  went 
in,  she  had  to  sign  in,  whether  she  had  a  badge.  I  mean,  I  don't 
want  to  get  into  characterizations,  but  we  know  that  she  had  the 
ability  to  come  and  to  go  just  about  any  time.  I  don't  know  what 
the  purpose  of  this  is,  if  it's  to  suggest  that  possibly  this  record 
that  shows  she  was  there,  that  she  may  not  have  been  there, 
then — and  we  asked  to  ascertain  from  Mr.  Jennings  whether  he 
met  her.  He  said  no.  We  accept  that. 

Now,  you  know,  if  the  White  House  is  deficient  in  keeping  its 
records,  then  that's  part  of  this. 

Senator  Sarbanes.  No,  there  is  not  a  deficiency  in  the  record. 
What  this  record  shows,  and  I  think  that  we  need  to  be  clear  about 
that,  is  that  she  was  put  on  the  list  to  come,  but  it  doesn't  show 
that  she  came.  They  have  no  time  of  arrival  for  her.  There  may  be 
other  evidence  that  would  show  somehow  she  did  come,  but  on  the 
basis  of  this  record,  I  don't  think  it  can  be  asserted  that  she  was 
there.  That's  the  only  point  I'm  making. 

The  Chairman.  Fine. 

Senator  Sarbanes.  I  think  it's  an  important  point. 

The  Chairman.  We  were  attempting  to  ascertain  whether  or  not 
Mr.  Jennings  did  see  her,  and  he  said  he  didn't  see  her.  As  a  mat- 
ter of  fact,  I  think  thereafter,  because  there  was  some  confusion  as 
it  related  to  a  name  that's  very  similar  and  that  I  have  at  times 
and  I  think  others  have  at  times  have  confused  Patsy  Thomasson, 
and  Mr.  Jennings  corrected  that  and  said,  by  the  way,  he  doesn't 
know  Thomases,  he  was  thinking  of  Patsy  Thomasson. 

Senator  Sarbanes.  Mr.  Jennings,  when  did  you  hear  from  Mr. 
Kendall  about  these  questions  that  were  being  raised  about  Mrs. 
Clinton's  legal  abilities?  Do  you  recall? 

Mr.  Jennings.  Sometime  before  August  9th,  and  I  would  assume 
that  it  was  shortly  before  August  9th. 

Senator  Sarbanes.  Now  after  you  got  the  call,  you  then  made 
some  inquiries  to  others  about  her  legal  abilities? 

Mr.  Jennings.  Yes,  I  reviewed  a  card  index  in  our  office  to  re- 
fresh my  recollection  about  the  three  cases  that  I  recalled  that  I 
had  had  with  Mrs.  Clinton  on  the  other  side.  I  got  some  further  de- 
tails about  that.  Then  I — well,  actually  one  of  my  partners  re- 
minded me  that  she  had  been  in  a  case  that  he  and  I  had  been  in, 
although  not  as  an  adversary.  And  there  was  one  other  matter 
that,  again,  she  was  not  an  adversary,  but  it  involved  a  question 
of  a  dispute  within  a  corporation  between  stockholders,  and  I  rep- 
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resented  one  stockholder  and  she  appeared  in  that,  but  not  on  the 
other  side  from  me,  and  I  frankly  don't  really  remember  what,  but 
I  was  impressed  with  the  way  she  handled  herself  in  court. 

Senator  Sarbanes.  Now,  you  thought  on  your  own  personal  im- 
pression that  she  was  a  fine  lawyer;  is  that  correct? 

Mr.  Jennings.  Yes. 

Senator  Sarbanes.  What  did  you  hear  from  others  as  you  in- 
quired of  others  as  to  your  opinion? 

Mr.  Jennings.  They  confirmed  my  opinion. 

Senator  Sarbanes.  Senator  Dodd. 

Senator  Dodd.  Well,  Mr.  Ben-Veniste  wanted  to  raise  a  question. 

Mr.  Ben-Veniste.  Let  me  just  ask  one  further  question.  Maybe 
Ms.  Dickey  can  help  us  with  this,  that  the  record  that  we  have 
with  respect  to  Susan  Thomases  reflects  that  there  is  a  request  for 
a  visitor  being  Susan  Thomases  by  a  person  named  Curry.  Do  you 
know  someone  named  Curry? 

Ms.  Dickey.  Yes,  I  do. 

Mr.  Ben-Veniste.  Who  would  that  be? 

Ms.  Dickey.  Betty  Curry,  Secretary  for  the  President. 

Mr.  Ben-Veniste.  There  is  no  indication  of  a  badge  number 
being  issued  or  any  other  information  that  would  suggest  that  Ms. 
Thomases,  indeed,  entered  the  White  House  grounds  on  that  day, 
the  9th.  What  we  have,  Mr.  Chairman,  in  other  respects  is  a  log 
of  all  individuals  who  came  to  the  residence  during  the  period  in 
question,  which  would  include  the  9th,  and  Ms.  Thomases'  name 
does  not  appear  on  that  log  or  does  not  appear  on  any  record  re- 
flecting that  she  entered  the  residence. 

So  prior  electronic  records  reflecting  entrance  and  departure 
would  indicate  that  at  least  there  is  a  record  made  when  Ms. 
Thomases,  among  I  suspect  a  large  other  segment  of  the  popu- 
lation, comes  to  the  White  House,  and  there  is  no  such  record 
available,  so  that  the  implication  in  this  newspaper — in  the  ques- 
tion that  was  raised  that  Mr.  Kendall  was  there,  the  First  Lady 
was  there,  Ms.  Thomases  was  there,  is  just  not  an  accurate  impli- 
cation and  premise  for  the  question,  based  on  the  records  that  we 
have  before  us. 

Now,  Mr.  Jennings,  let  me  ask  you  to  further  elucidate  on  the 
issue  of  losses  to  Madison.  In  1986,  Seth  Ward  entered  into  the  op- 
tion agreement  that  is  reflected  in  the  document  that  we  have 
shown  you. 

In  1986,  the  Rose  Law  Firm  withdrew  from  any  further  represen- 
tation subsequent  to  that  event  of  Madison  Guaranty.  When,  to  the 
best  of  your  knowledge,  were  the  losses  incurred  that  comprised 
this  $4  million? 

Mr.  Jennings.  I  don't  know,  but  I  would  assume  that  they  oc- 
curred after  the  option  was  entered  into. 

Mr.  Ben-Veniste.  So  the  idea  of  associating  the  Rose  Law  Firm, 
much  less  the  First  Lady,  with  an  institution  that  lost  $4  million 
would  be  somewhat  unfair  if,  in  fact,  the  losses  occurred  subse- 
quent to  any  representation  by  the  Rose  Firm? 

Mr.  Jennings.  I  would  agree  with  that. 

Senator  Sarbanes.  Senator  Dodd. 
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Senator  DODD.  Well,  just  very  briefly,  Mr.  Chairman,  and  it  goes 
really  back  to  issues  that  have  been  raised  previously,  but  I  note 
back  in  August  and  September  of  last  year,  and  it  looks  like  The 
New  York  Post  and  Newsday  stories  that  appeared,  lengthy  stories, 
"Did  Mr.  Foster  Kill  Himself  in  the  White  House  Parking  Lot"  is 
the  headline  of  this  one  story  back  in  August,  a  wire  service  story 
in  September,  just  a  month  later,  sort  of  reflecting  that  same  line 
of  inquiry. 

Ms.  Dickey,  you've  been  here  now  2  hours.  You  have  been  asked 
about  four  questions.  You  were  never  deposed;  is  that  correct? 

Ms.  Dickey.  No,  I  was  deposed  on  Monday. 

Senator  DODD.  Oh,  you  were? 

Ms.  Dickey.  Yes,  I  was. 

Senator  Dodd.  By  this  Committee? 

Ms.  Dickey.  By  Mr.  Dinh  and  Mr.  Portnoy. 

Senator  Dodd.  My  point  being,  and  Mr.  Chairman,  if  I  could 
have  the  attention  of  the  Chairman  just  for  a  second  here,  my  point 
here  with  Ms.  Dickey,  she's  been  here  a  couple  of  hours,  apparently 
was  deposed  earlier 

The  Chairman.  Senator,  excuse  me,  I  apologize. 

Senator  Dodd.  The  point  I'm  trying  to  make,  Mr.  Chairman,  Ms. 
Dickey  has  been  here  a  couple  of  hours,  she  has  been  asked  about 
four  questions.  Issues  were  raised  back  in  August,  in  fact,  in  two 
papers  in  my  colleague's  State,  The  New  York  Post  and  Newsday, 
going  to  the  question  of  whether  Mr.  Foster  committed  suicide  in 
the  White  House  parking  lot  and  so  forth.  Here  it  is  7  or  8  months 
later,  almost  a  simple  phone  call  could  have  really  answered  these 
questions. 

The  Chairman.  Senator — no,  no,  let  me 

Senator  Dodd.  Here  we  are  for  2  hours  having  a  witness  here, 
three  or  four  questions  that  could  have  been  answered  weeks  ago 
and  resolved. 

The  Chairman.  Senator,  the  Committee,  in  its  own  mind  and  its 
staff,  has  resolved  that. 

Senator  Dodd.  What's  the  point  of  having  Ms.  Dickey  here? 

The  Chairman.  Let  me  attempt,  and  let's  get  it  out  then.  It  was 
at  the  request  of  the  Minority  that  this  issue  was  raised  so  that 
in  a  public  forum  it  could  get  the  kind  of  attention  necessary  to  at- 
tempt to  answer  that  question,  notwithstanding  that  there  have 
been  statements,  et  cetera,  put  out,  and  the  Minority  raised  this 
and  thought  it  would  be  appropriate  and  should  be  done,  so  I  did 
not  bring  this  up  on  my  own. 

I  brought  it  up  at  their  suggestion,  since  she  was  here,  to  try  to 
cap  that,  to  end  that  kind  of  speculation  that  might  be  getting  the 
juices  of  the  media  going  and  inflamed  certain  people.  In  addition, 
I  guess  it's  fair  to  say  that  there  have  been  literally  thousands  of 
letters  written  to  various  Members  of  the  Committee,  to  the  Com- 
mittee, phone  calls,  et  cetera,  saying  by  the  way,  there  is  this  testi- 
mony, I  guess  there  are  tapes  and  whatnot  that  go  around  that  say 
at  4:00  or  5:00  or  at  some  time,  that  Ms.  Dickey  called  Little  Rock 
and  therefore  this  whole  story  about  how  Mr.  Foster  died  and  when 
they  learned  of  it  was  a  contrivance. 
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We  did  not  spend  a  great  deal  of  time,  and  I  think  he's  right, 
Senator  Sarbanes  suggested  that  we  attempt  to  deal  with  this 
thing  in  a  public  way.  So  I  think  that  what  we  have  attempted  to 
do  is  to  bring  some  facts,  and  less  of  this  wild  speculation,  the  kind 
of  thing  that  fuels  the  fire,  and  that  is  why  I  agreed  with  Senator 
Sarbanes  to  do  it  in  exactly  the  manner  that  we  did.  I  hope  it  was 
appropriate.  It  was  not  intended  to  be  inflammatory.  And  again,  it 
came  as  a  suggestion  from  the  Minority,  from  your  side. 

Senator  Dodd.  Mr.  Chairman,  I  wasn't  privy  to  any  of  those  con- 
versations. It  seems  to  me  that  frankly,  as  I  say,  first  of  all,  the 
billing  records  a  simple  call,  and  say  look,  did  you  see  them  or  not. 
If  she  did,  you  want  to  get  her  up  and  talk  about  it.  If  she  says 
I  don't  know  what  you're  talking  about,  then  it's  a  very  simple  mat- 
ter for  the  Chairman  or  someone  else  to  say  we  have  made  an  in- 
quiry, staff  has,  Ms.  Dickey  says  she  has  no  knowledge  to  it,  swear, 
do  anything  I  want.  But  I  appreciate  wanting  to  get  it  on  the 
record.  Here  are  stories  in  August  and  September  of  last  year  rais- 
ing the  speculation. 

Obviously  when  it's  in  the  media,  then  it  breeds  even  more  spec- 
ulation, so  that  what  you  get  is  then  the  story  builds  on  itself.  It's 
a  simple  enough  matter,  it  seems,  when  that's  out  there  to  then 
call  someone,  talk  to  someone,  bring  someone  before  the  Commit- 
tee, maybe  someone  agreed  to  that.  If  they  did,  that's  their  busi- 
ness, I'll  be  glad  to  hear  about  it. 

But  even  just  the  Chairman  saying  look,  we  have  spoken  with 
Ms.  Dickey  regarding  these  allegations,  there  is  nothing  to  them. 
She  says  it  was  absolutely  untrue,  she  made  the  call  sometime 
around  10:30,  that's  the  end  of  it.  But  instead  we  have  the  person 
sit  here.  Just  the  implications,  as  we  know,  of  the  witness  at  that 
red-carpeted  table  here,  just  has  its  own  dynamic  to  it. 

Now  if  the  Minority  or  others  insisted  upon  her  being  here,  then 
I'll  stand  corrected. 

Senator  Sarbanes.  Would  the  Senator  yield  on  that  point? 

Senator  Dodd.  I'd  be  happy  to. 

Senator  Sarbanes.  Let  me  just  trace  the  history.  Ms.  Dickey  was 
asked  in  her  deposition  about  this  question  involving  Vince  Foster. 
Now  that's  technically  outside  the  scope  of  our  inquiry.  But  it  was 
asked  in  the  deposition  by  Majority  Counsel. 

It  seemed  to  me  that  it  having  been  explored  in  the  deposition, 
and  since  she  was  here  it  was  important  to  get  the  salient  facts  out 
on  the  public  record  because  we  have  had  this  problem  of  leaks,  se- 
lective leaks  as  it  were,  from  depositions.  So  certain  aspects  of  mat- 
ters get  leaked  to  the  press  and  then  you  get  stories  that  do  not 
accurately  reflect  the  deposition,  so  we  discussed  it  with  the  Chair- 
man and  agreed  that  we  would  in  effect  get  the  basic  and  salient 
facts  from  Ms.  Dickey,  since  she  was  here  today. 

Now,  your  point  about  the  Book  Room  and  whether  that  could 
have  been  done  in  another  way,  I  think  is  a  valid  point  but  we  got 
into  this  matter  on  a  limited  basis,  since  it's  outside  the  scope,  but 
since  she  was  here,  in  order  to  try  to  deal  with  that  speculation. 
I  was  particularly  concerned  that  it  be  dealt  with  since  in  her  depo- 
sition, Majority  Counsel  questioned  her  about  this  issue. 

Therefore,  I  had  to  consider  the  possibility  that  in  some  way  or 
other,  that  deposition  would  get  leaked  in  some  sort  of  selective 
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way,  and  it  seemed  to  me  important  therefore  to  get  the  facts  out 
on  the  public  record,  since  Ms.  Dickey  was  here,  and  that's  what 
the  Chairman  sought  to  do  earlier. 

The  Chairman.  I  think  if  anything,  Senator,  it's  a  good  faith  ef- 
fort on  the  part  of  the  Committee  in  a  bipartisan  way  to  try  to  deal 
with  something  that  was  as  speculative  and  could  be  as  provocative 
as  it  was,  and  since  Ms.  Dickey  was  here.  By  the  way,  let  me  also 
say,  both  the  Majority  and  the  Minority  are  attempting  to  work  out 
a  manner — and  I  would  hope  that  by  the  end  of  today  if  not  by  to- 
morrow morning,  we  are  talking  about  a  proposal  as  to  how  to  deal 
with  and  speed  the  process  in  terms  of  those  people  who  had  access 
to  the  Book  Room.  Ms.  Dickey  was  one  of  those  who  was  there,  et 
cetera. 

Indeed,  we  believe  that  we  can  accomplish  a  great  deal  of  that 
by  way  of  interrogatories  where  necessary.  We  have  already  pro- 
posed a  methodology,  and  I  think  we  are  very  close  to  working  out 
a  manner  by  which  to  facilitate  this.  So  I  would  mention  that  to 
my  colleague,  we  are  in  the  process  of  working  that  out. 

Senator  Dodd.  Counsel,  did  you  want  to  make  some  comments 
on  that? 

Mr.  Ben-Veniste.  Only  in  terms  of  the  fullness  of  the  record  on 
this  issue.  After  this  article  appeared,  Mr.  Chairman,  we  obtained 
Ms.  Dickey's  affidavit.  Do  you  recall,  Ms.  Dickey,  submitting  an  af- 
fidavit in  September  1995  to  us? 

Ms.  Dickey.  Yes,  I  do. 

Mr.  Ben-Veniste.  And  that  affidavit  was  consistent  with  your 
testimony  here  today? 

Ms.  Dickey.  Yes,  it  was. 

Mr.  Ben-Veniste.  In  terms  of  the  time  that  you  made  this  call. 
The  whole  thing  arose  because  a  couple  of  former  Arkansas  State 
troopers  submitted  affidavits  that  suggested  that  the  call  was  much 
earlier,  at  6:30  p.m.,  and  that  was  the  purported  basis  upon  which 
we  had  this  headline  story,  "Foster  Shot  in  White  House  Parking 
Lot,"  and  so  forth,  or  "Foster  Committed  Suicide  in  White  House 
Parking  Lot."  As  a  result  of  those  affidavits,  we  then  asked  for  the 
time  records  and  the  work  records  of  the  troopers  in  question,  and 
then  the  attorney  for  the  troopers  said  well,  maybe  the  troopers 
didn't  want  to  testify  after  all. 

That's  where  the  record  stood  with  Ms.  Dickey's  affidavit,  the 
lack  of  any  documentation  provided  by  the  troopers  to  support  this 
allegation  of  an  earlier  call  to  Arkansas  at  the  time  that  Ms.  Dick- 
ey was  questioned  and  as  Senator  Sarbanes  says,  the  Majority  re- 
visited this  issue.  So  I  think  that  sets  out  the  chronology,  Senator. 

Senator  Dodd.  Well,  I  appreciate  that.  Again,  as  I  say,  I  was  not 
aware  that  we  had  asked  for  it.  But  in  cases  where  we  can  move 
this  along,  I'm  sounding  like  a  broken  record,  I  know,  to  the  Chair- 
man, but  here  it  is,  no  votes  until  the  26th.  Just  to  move  this  proc- 
ess along,  because  just  a  couple  of  witnesses  today  and  then  as  I 
say,  a  lot  of  this  can  be  answered.  I  just  think  we  ought  to  try  and 
answer  it  if  we  can,  put  it  in  the  record,  and  again,  I  respect  those 
who  want  to  have  people  come  forward  for  various  reasons,  but  it 
seems  to  me  we  can  avoid  that,  then  we  ought  to  try  to  do  that. 

The  Chairman.  Senator,  in  an  attempt  to  do  just  that,  staff  went 
down  to  Little  Rock  to  interview  witnesses,  and  the  deposition  of 
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Seth  Ward,  which  was  taken  on  Monday,  February  12th,  will  be 
made  available  in  the  printed  depositions.  That  deposition  was 
videotaped.  We  will  work  out  an  appropriate  manner  for  those  who 
would  want  to  see  the  tape.  I  think  it  runs  some  2V2  hours.  If  any 
are  interested,  we  will  work  it  out  under  the  supervision  of  the 
Committee  here  after  we  adjourn. 

Senator  Sarbanes.  And  Mr.  Chairman,  I  think  for  the  record  we 
ought  to  make  the  observation  that  the  reason  Mr.  Seth  Ward  was 
interviewed  in  this  way  is  because  his  health  is  not  good  and  it  was 
determined  by  both  the  Majority  and  the  Minority  that  it  was  ap- 
propriate to  receive  his  testimony  in  this  fashion  and  not  to  impose 
upon  him  a  trip  to  Washington  and  the  strain  and  stress  connected 
therewith.  He's  in  frail  health,  I  understand. 

The  Chairman.  That  is  correct,  I  understand  he's  had  a  number 
of  procedures,  I  think  Mr.  Jennings  has  indicated  that,  and  so  it 
was  in  an  effort  to  move  the  process  and  to  accommodate,  recogniz- 
ing his  physical  condition  that  we  did  this. 

Senator  Faircloth. 

OPENING  COMMENTS  OF  SENATOR  LAUCH  FAIRCLOTH 

Senator  Faircloth.  Thank  you,  Mr.  Chairman. 

Mr.  Jennings,  one  of  the  problems  I  have  with  this,  so  much  of 
the  things  we  hear  here  and  have  heard  over  the  weeks  just  simply 
don't  make  good  sense.  I  mean,  we  say  the  dates,  we  say  the  hours, 
we  say  the  times,  but  yet  when  you  look  at  it  as  a  whole,  it  just 
doesn't  make  good  sense. 

Now,  you  flew  to  Washington  in  August  for  a  20-minute  visit, 
you  said,  with  Mrs.  Clinton? 

Mr.  Jennings.  My  testimony  was  and  is  that  I  do  not  recall 
whether  I  had  other  business  in  Washington  at  that  time. 

Senator  Faircloth.  You  did  have  other  business? 

Mr.  Jennings.  No,  sir,  I  say  I  do  not  recall  whether  or  not  I  did. 
I  do  not  recall  if  that  trip  was  made  solely  for  the  purpose  of  visit- 
ing with  Mrs.  Clinton  and  Mr.  Kendall. 

Senator  Faircloth.  You  mean  as  recently  as  August  you  don't 
remember  what  you  did  in  Washington,  whether  you  came  for  a  20- 
to  30-minute  visit,  as  you  testified,  with  Mrs.  Clinton  or  you  had 
other  business?  You  come  to  Washington  that  often? 

Mr.  Jennings.  I  come  quite  frequently. 

Senator  Faircloth.  You  don't  know  whether  you  came  to  see  her 
or  whether  you  came  for  other  business? 

Mr.  Jennings.  I  know  I  came  to  see  her.  Whether  I  also  had 
other  business,  I  simply  do  not  recall. 

Senator  Faircloth.  Well,  you  join  a  long  list  of  Clinton  friends 
when  you  don't  recall.  Who  paid  for  the  trip? 

Mr.  Jennings.  I  do  not  recall  that.  I  know  I  didn't. 

Senator  Faircloth.  The  purpose  of  this  trip,  so  we  heard  earlier, 
was  to  testify  or  to  say  that  Mrs.  Clinton  was  a  very  competent  and 
fine  lawyer.  Is  that  not  right? 

Mr.  Jennings.  That's  the  reason  I  talked  to  Mrs.  Clinton,  yes. 

Senator  FAIRCLOTH.  Did  you  write  a  memo  or  anything  to  sub- 
stantiate this? 
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Mr.  Jennings.  I  wrote  a  one-page  memo,  as  I  have  testified,  in 
which  I  listed  the  cases  that  I  had  had  an  opportunity  to  either  op- 
pose Mrs.  Clinton  or  to  be  in  court  when  she  was  in  court. 

Senator  Faircloth.  Do  we  have  a  copy  of  that?  Would  you  make 
a  copy  of  it  available  to  us? 

Mr.  Jennings.  I  don't  have  a  copy  of  it.  I  assume  Mr.  Kendall 
does,  or  I  don't  know  whether  he  kept  it  or  not. 

Senator  Faircloth.  So  certainly  you  said  in  this  memo,  and  tes- 
timony, that  Mrs.  Clinton  is  a  good  lawyer? 

Mr.  Jennings.  I  listed  the  cases  I  had  tried  with  her  that  served 
the  basis  of  my  opinion  about  her  capabilities  as  an  attorney. 

Senator  Faircloth.  All  right.  She  was  variously  referred  to  as 
one  of  the  top  100  in  the  country  and  whatever. 

Mr.  Jennings.  I've  heard  that. 

Senator  Faircloth.  But  what  I  really  don't  understand  is  this, 
how  this  shrewd,  smart,  top-notch  lawyer  did  not  detect  that  these 
deals  were  sham  deals  that  were  being  moved  back  and  forth.  Now 
it  didn't  take  the  bank  regulators  long  to  figure  out  that  it  was. 
And  don't  tell  me  there  were  not — you're  talking  about  10  percent 
real  estate  deals.  Ten  percent  is  an  extraordinarily  high  real  estate 
deal 


Mr.  Jennings.  Well,  you  know 

Senator  Faircloth.  — commission. 

Mr.  JENNINGS.  I  had  nothing  to  do  with  that  transaction. 

Senator  Faircloth.  Wait  a  minute,  so  here  Mrs.  Clinton  did  not 
figure  out  it  was  a  sham  deal  with  these  unbelievably  high  real  es- 
tate commissions,  and  there  were  sales  to  insiders.  I  mean,  this  is 
what  I'm  trying  to  get  to,  the  common  sense  of  it.  Why  would  Jim 
McDougal  want  to  pay  Seth  Ward  $120,000  to  make  a  sale  to  Jim 
Guy  Tucker,  who  he  is  with  every  day,  his  close  friend? 

As  I  understand  it,  Mr.  McDougal  and  Senator  Fulbright  were 
close  friends,  but  he  paid  $77,000  and  some  commission. 

Immediately  the  bank  regulators  picked  up  on  this  and  said  it 
is  a  sham  deal.  Why  would  a  lawyer  as  smart  as  Mrs.  Clinton,  who 
was  right  in  the  middle  of  it,  not  have  figured  out  that  the  Castle 
Grande  was  a  sham  deal? 

Mr.  Jennings.  I  don't  know  what  Mrs.  Clinton  knew,  if  anything, 
about  the  deal.  I  don't  know  anything  about  what  Mrs.  Clinton 
may  have  known.  This  took  place 

Senator  Faircloth.  I  know  you  don't. 

Mr.  Jennings.  — before  I  ever  had  any  connection  with  the  mat- 
ter at  all. 

Senator  Faircloth.  I  understand  that,  but  you  said  she  was  a 
smart  lawyer  and  capable  lawyer.  You  are  a  smart  lawyer.  You  live 
in  Little  Rock.  Would  you  not  have  picked  this  up  as  a  sham  deal 
if  you  had  been  on  the  inside? 

Mr.  Jennings.  If  I  had  thought  it  was  a  sham  deal,  I  never 
would  have  represented  Mr.  Ward  and  brought  the  lawsuit.  I  had 
a  piece  of  paper  indicating  to  me  that  was  the  deal,  it  was  signed 
by  Mr.  McDougal.  Nobody  ever  questioned  that  it  was  signed  by 
him.  In  fact,  it  was  admitted  and  undisputed  it  was  signed  by  him. 
I  had  no  reason  to  worry  about  why  the  deal  came  into  existence, 
but  I  knew  it  was  made  and  I  brought  a  suit  on  it. 
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Senator  Faircloth.  You  didn't  question  why  Seth  Ward  would — 
I  mean,  McDougal  would  be  willing  to  pay  $120,000  commission  on 
a  sale  to  Jim  Guy  Tucker? 

Mr.  Jennings.  I  had  no  idea  of  what  sales  had  been  made  at  the 
time  I  filed  the  lawsuit,  and  when  I  found  out 

Senator  Faircloth.  You  mean  you  filed  a  lawsuit  without  know- 
ing what  the  commissions  were  supposed  to  be  on? 

Mr.  Jennings.  I  filed  the  lawsuit  upon  the  representation  by  Mr. 
Seth  Ward  that  he  was  entitled  under  the  agreement  to  in  excess 
of  $300,000. 

Senator  Faircloth.  What  did  he  bring  you  to  show  you  that  he 
was  entitled  to  $300,000? 

Mr.  Jennings.  He  didn't  bring  me  anything  at  that  time. 

Senator  Faircloth.  What  if  he  had  said  $800,000,  would  you 
have  filed  it  for  that? 

Mr.  Jennings.  Probably.  I  subsequently,  by  way  of  discovery 

Senator  Faircloth.  You  file  lawsuits  pretty  easy  then,  $300, 
$800,  if  he  says  I  want  to  sue  him,  you  sue  him? 

Mr.  Jennings.  I  file  lawsuits  when  I  think  a  client  has  a  meri- 
torious cause  of  action  and  I  figure  we  will  find  out  later  what  the 
details  are  and  that's  what  we  did,  and  it's  stipulated  in  the  law- 
suit by  answer  to  interrogatories  that  they  made  sales  totaling 
$3,600,000  and  then  we  got  details  about  it.  I  didn't  have  all  that 
information  at  the  time  I  filed  the  lawsuit. 

Senator  Faircloth.  When  you  looked  at  the  details,  that  didn't 
bring  a  lot  of  suspicion  to  you? 

Mr.  Jennings.  Not  the  least. 

Senator  Faircloth.  You  were  more  interested  in  the  lawsuit 
than  you  were  in  the  reality  of  why  McDougal  would  have  paid  a 
commission  on  these  sales  to  his  close  friends? 

Mr.  Jennings.  I  didn't  care  why  Mr.  McDougal  entered  into  that 
agreement.  I  only  knew  that  he  had  entered  into  it. 

Senator  Faircloth.  But  in  your  heart  of  hearts,  you  knew  it  was 
a  fake  deal? 

Mr.  Jennings.  I  didn't  know  any  such  thing. 

Senator  Faircloth.  Do  you  toss  out  $120,000  commissions  when 
you  sell  a  piece  of  land  to  your  close  friends? 

Mr.  Jennings.  I  don't  sell  land  to  my  close  friends  or  anybody 
else,  and  if  somebody  was 

Senator  Faircloth.  Mr.  Jennings,  you  and  I  are  old  enough  to 
know 

Senator  Dodd.  If  we  could  give  him  a  chance  to  answer. 

Senator  Faircloth.  — to  come  to  the  reality — now,  he  brought 
you  a  deal.  You  said  you  didn't  even  look  at  it.  You  said  it  was 
$300,000.  If  he  had  said  $800,000,  you  probably  would  have  filed 
it.  There  isn't  a  man  in  the  world  that  has  your  business  experi- 
ence or  mine  that  doesn't  look  at  that  list  of  commissions  and  sales 
to  close  friends  and  know  that  no  reasonable  businessman  would 
have  paid  10  percent  commission  to  sell  a  piece  of  his  property  to 
his  close  friend.  There's  no  reason  for  it,  it  doesn't  make  sense.  I 
thank  you. 

Mr.  Jennings.  I  might  have  looked  at  that  and  wondered  why  a 
businessman  would  pay  a  million — $1,200,000  for  a  sewer  system, 
but  I  didn't  know  anything  about  it  or  what  its  value  was.  And  I 


1678 

didn't  have  that  document  until  after  we  had  engaged  in  discovery 
in  the  lawsuit,  but  when  I  finally  did  see  it,  I  didn't  see  anything 
strange  about  it. 

Senator  Faircloth.  I  don't  see  how  you  got  to  be  your  age  and 
don't  see  anything  strange  about  that. 

Mr.  Jennings.  You  may  not  understand  it,  but  that  is  the  fact. 

Senator  Faircloth.  If  I  looked  at  that  and  didn't  see  anything 
strange  about  it,  I  wouldn't  admit  it. 

Mr.  Jennings.  Well,  that's  certainly  your  privilege. 

Senator  Faircloth.  That's  all. 

The  Chairman.  Mr.  Giuffra. 

Mr.  Giuffra.  If  we  can  put  up  on  the  Elmo  pages  124  and  125 
of  Mr.  Ward's  deposition,  and  probably  this  is  an  appropriate  time 
to  read  it  in  the  record. 

Now  it's  your  understanding,  Mr.  Jennings,  that  there  was  a  $2 
million  profit  that  was  earned  in  connection  with  the  sale  of  these 
properties  by  Madison? 

Mr.  Jennings.  In  round  figures.  No,  I  was  not  under  the  impres- 
sion that  at  the  final  windup  that  that  was  earned,  but  I  was 
under  the  impression  there  had  been  sales  totaling  an  amount  that 
would  have  been  about  a  $2  million  profit. 

Mr.  Giuffra.  Over  what  was  paid  by  Mr.  Ward  and  by  Madison 
Financial  to  the  IDC? 

Mr.  Jennings.  Yes,  sir,  exactly. 

Mr.  Giuffra.  At  his  deposition 

Senator  Sarbanes.  Why  don't  we  provide  Mr.  Jennings  with  a 
copy  of  the  deposition. 

Mr.  Ben-Veniste.  I  suggest  he  might  want  to  start  looking  at 
page  123  rather  than  125. 

Mr.  Jennings.  OK.  Can  you  give  me  a  page  and  line,  please? 

Mr.  Giuffra.  We'll  start  at  page  122  because  I  think  this  is  prob- 
ably important  to  get  on  the  record. 

Mr.  Jennings.  I've  got  it. 

Mr.  Giuffra.  This  is  Mr.  Cole. 

Question:  And  I  take  it,  sir,  if  you  take  the  $3.7  million  total  sales  and  subtract 
the  sales  price  of  $1.75  million,  you're  left  with  roughly  $2  million  in  profit;  is  that 
correct? 

Answer:  Yes,  sir. 

Mr.  Jennings.  I'm  sorry,  could  you  give  me  a  line? 

Mr.  Giuffra.  This  is  between  line  8  and  11  on  page  122.  Do  you 
have  it,  sir? 

Senator  Sarbanes.  Why  don't  we  just  indicate  and  then  let  Mr. 
Jennings  read  through  it  on  his  own  and  then  come  back  to  the 
questioning.  That  might  be  better.  Mr.  Jennings,  why  don't  you 
take  a  moment  or  two  and  just  read — how  much  of  it  are  you  going 
to  cover? 

Mr.  Giuffra.  I  was  going  to  just  do  the  last  page,  but  when  Mr. 
Ben-Veniste  indicated  he  wanted  us  to  go  earlier,  I  am  happy  to 
do  that  in  the  interest  of  completeness.  And  if  we  could  stop  the 
clock,  perhaps? 

Senator  Sarbanes.  Mr.  Jennings,  why  don't  you  read  through 
pages  121,  122,  123  and  on  over  to  the  next  page. 

Mr.  Jennings.  All  right,  sir. 
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Senator  Sarbanes.  This  is  Seth  Ward's  deposition.  Obviously, 
you  are  not  familiar  with  it.  So  I  think  you  should  take  some  time 
to  familiarize  yourself. 

[Witness  reviewed  the  document.] 

Mr.  Jennings.  OK. 

Mr.  GlUFFRA.  Senator,  I  think  it  may  be  helpful  to  read  it,  the 
whole  passage. 

Senator  Sarbanes.  Line  8  on  page  122? 

Mr.  GlUFFRA.  Correct. 

Senator  Sarbanes.  Do  you  have  that,  Mr.  Jennings? 

Mr.  Jennings.  Yes,  sir. 

Mr.  Giuffra.  Let  me  start  at  the  beginning,  and  this  is  Mr.  Cole: 

Question:  And  I  take  it,  sir,  if  you  take  that  $3.75  million  total  sales  and  subtract 
the  sales  price  of  $1.75  million,  you're  left  with  roughly  $2  million  in  profit. 

Answer:  Yes,  sir. 

Question:  And  under  your  agreement  with  Madison,  that's  profit  that  Madison 
and  Mr.  McDougal  was  able  to  obtain,  that  they  had  not  purchased  the  option  from 
you  and  had  you  sold  the  property  you  would  have  had  that  profit;  is  that  correct? 

Answer:  That's  correct. 

Question:  And  finally,  the  transactions  that  are  listed  there,  and  there  are  about 
a  dozen  of  them  including  Fulbright,  Jim  Guy  Tucker,  Davis  Fitzhugh,  who  nego- 
tiated those  sales?  Who  arranged  those  sales  of  the  property? 

Answer:  As  far  as  I  know,  McDougal  did. 

Question:  Did  you  have  anything  to  do  with  that? 

Answer:  No,  sir. 

Question:  And  did  you  have  anything  to  do  with  setting  the  sales  prices  of  those 
parcels? 

Answer:  No,  sir,  I  did  not. 

Question:  Did  you  have  anything  to  do  with  setting  the  terms  of  the  financing  that 
Mr.  McDougal  provided  to  those  buyers? 

Answer:  I  knew  nothing  of  it  whatsoever. 

Question:  And  so  your  only  role  was  that  you  felt  you  were  entitled  to  a  10  percent 
commission  on  those  sales? 

Answer:  And  the  principal  being  applied  to  my  note. 

Question:  And  that  was  the  dispute  that  you  had  with  Madison  in  your  lawsuit 
at  a  later  time,  as  to  whether  you  were  entitled  to  the 

Answer:  That's  correct. 

Question:  So  if  I'm  understanding  your  testimony,  Mr.  Ward,  when  you  sold  Madi- 
son Guaranty  the  option  on  this  property,  the  $35,000,  you  gave 

Just  so  everyone  understands,  Mr.  Jennings.  Mr.  Ward  had  given 
Madison  an  option  on  the  650  acres,  the  north  portion  of  the  prop- 
erty, the  IDC  property,  and  he  was  paid  $35,000  by  Madison  for 
that  option. 

Mr.  Jennings.  He  was,  after  the  lawsuit. 

Mr.  GlUFFRA.  I'll  continue: 

The  $35,000,  you  gave  up  the  right  to  profits  on  the  sales,  but  you  retained  the 
right  to  earn  your  commissions;  is  that  correct? 

Answer:  Not  entirely.  The  principal  amount  they  sold  for  would  be  applied  to  my 
note  and  then  I  get  10  percent  commission. 

Question:  Right.  You  would  get  10  percent  commission  on  the  saie.  Did  you,  when 
you  initially  entered  into  this  agreement  with  Mr.  McDougal,  Mr.  Ward,  did  you  feel 
you  were  engaging  in  a  sham  or  an  illegal  transaction? 

Answer:  No,  I  did  not.  I  had  no  reason  to  think  that. 

Question:  And 

Answer:  If  I  had,  I  wouldn't  have  done  it. 

Question:  And  there  have  been  some  reports  which,  including  in  the  hearings  that 
we've  been  conducting  in  the  Senate,  that  this  IDC  property  ultimately  caused 
losses  to  Madison  Guaranty  Savings  &  Loan  of  some  $4  million.  Did  you  play  any 
part  in  the  transactions  that  are  described  here  that  might  have  resulted  in  those 
loan  losses? 

Answer:  No,  sir,  I  did  not. 
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Examination  by  Mr.  Giuffra: 

Question:  The  $2  million  profit  Mr.  Cole  referred  to,  that  was — you  don't  know 
whether  that's  a  real  profit  that  was  earned  by  Madison  Guaranty,  do  you? 

Answer:  I  don't  know. 

Question:  Because  if  Madison  Guaranty  sold  the  properties  to  the  various  pur- 
chasers at  inflated  prices,  and  then  fully  financed  those  sales,  they  would  not  be 
real  sales  of  property? 

Answer:  I  wasn't  involved  in  the  sales  or  the  sale  price  or  how  it  was  transacted. 

Question:  So  you  don't  know  whether  the  $2  million  profit  that  Mr.  Cole  just  re- 
ferred to  was  an  illusory  profit? 

Answer:  I  have  no  idea. 

Question:  You  don't  know  whether  that  was 

Answer:  Looking  back  from  what  I've  read,  in  retrospect,  I'd  say  that  I  assume 
the  deals  weren't  on  the  up-and-up. 

That's  the  end  of  the  deposition. 

Now,  Mr.  Jennings,  if  we  could  just  briefly,  go  through  the  Castle 
Grande  transaction,  if  we  could  put  up  chart  number  1,  which  I 
think  you  have  a  copy  of  at  your  table.  That  one  you  have  in  your 
hand  is  chart  number  1,  in  your  right  hand.  You  have  it  right 
there.  That's  on  the  screen  right  now. 

If  we  could  just  briefly  go  through  this  transaction,  sir,  the  way 
it  was  structured  was  that  Mr.  Ward  would  get  the  north  portion 
of  the  property  and  Madison  Financial  would  get  the  south  portion 
of  the  property;  is  that  right? 

Mr.  Jennings.  That's  my  understanding,  yes. 

Mr.  Giuffra.  The  north  portion  of  the  property  consisted  of  650 
acres  plus  the  sewer  and  water  utility;  is  that  right? 

Mr.  Jennings.  That's  my  understanding,  yes. 

Mr.  Giuffra.  Now,  Mr.  Ward  paid  for  his  portion  of  the  property 
with  a  $1.15  million  nonrecourse  loan  from  Madison;  right? 

Mr.  Jennings.  That  is  my  recollection,  yes. 

Mr.  Giuffra.  Mr.  Ward  was  bearing  no  risk  in  this  transaction? 

Mr.  Jennings.  That  is  correct. 

Mr.  Giuffra.  So  that  if  he  defaulted  on  his  loans,  the  only  re- 
course that  Madison  would  have  would  be  to  obtain  the  property 
back  from  him? 

Mr.  Jennings.  Mortgaged  the  property  to  them  in  security  for 
the  loan,  yes. 

Mr.  Giuffra.  So  his  personal  assets  were  safe  if  he  were  to  de- 
fault? 

Mr.  Jennings.  If  he  were  to  default,  the  property  would  belong 
to  Madison. 

Mr.  Giuffra.  And  Madison  Financial  then  paid  $600,000  for  the 
400  acres  of  the  south  portion  of  the  property? 

Mr.  Jennings.  That  is  correct. 

Mr.  Giuffra.  If  we  could  put  up  chart  number  2,  rather  quickly 
after  the  closing  of  this  transaction,  which  was  October  4,  1985, 
Madison  and  Mr.  Ward  sold  these  properties.  Throughout  the  hear- 
ings in  the  last  several  weeks,  we  have  had  discussion  of  these  var- 
ious transactions. 

Senator  Faircloth  just  recently  went  through  some  of  the  trans- 
actions and  the  commissions  that  were  earned  by  Mr.  Ward  and 
that  were  the  basis  for  the  Ward  v.  Madison  lawsuit.  These  sales 
involved  a  transaction  to  Master  Developer,  a  $472,000  sale,  upon 
which  Mr.  Ward  sought  in  your  case  a  $47,200  commission,  an- 
other sale  to  Mr.  Fitzhugh  for  $500,000,  for  which  Mr.  Ward  sought 
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a  $50,000  commission,  another  sale  to  Mr.  Tucker,  for  which  Mr. 
Ward  sought  a  $12,500  commission,  another  sale  to  Mr.  Kuca  for 
which  Mr.  Ward  sought  a  $12,000  commission,  another  sale  to  Mr. 
Fulbright  for  $770,600,  for  which  Ward  sought  a  $77,000  commis- 
sion, and  then  a  $1.2  million  transaction  for  which  Mr.  Seth  Ward 
sought  a  $120,000  commission. 

Now  if  we  could  put  up  on  the  Elmo  the  commission  account  due 
Seth  Ward  that's  dated  July  1,  1986.  Mr.  Jennings,  this  was  an  ex- 
hibit at  the  trial,  this  document? 

Mr.  Jennings.  I  guess  it  was. 

Mr.  GlUFFRA.  This  was  a  document  that  Mr.  Ward  prepared? 

Mr.  Jennings.  I  believe  that's  correct. 

Mr.  GlUFFRA.  So  that  what  Mr.  Ward  essentially  did  was  he  to- 
taled up  the  sales  prices  that  were  generated  by  Mr.  McDougal  and 
then  believed  that  he  was  entitled  to  10  percent  of  the  sales  price? 

Mr.  Jennings.  I  would  assume  that's  correct. 

Mr.  GlUFFRA.  If  we  could  put  up  chart  number  3.  Were  you 
aware,  sir,  at  the  time  you  were  litigating  this  case  that  the  sales 
that  I  just  identified,  the  Fitzhugh  sale,  the  Tucker  sale,  the  Mas- 
ter Developer  sale,  the  Kuca  sale,  the  Fulbright  sale,  and  the  Cas- 
tle Sewer  &  Water  sale  were  all  financed  by  Madison  Guaranty? 

Mr.  Jennings.  I'm  sure  at  the  trial  I  was  aware  of  that. 

Mr.  GlUFFRA.  In  fact,  with  the  exception  of  the  Fulbright  sale, 
they  were  all  fully  financed  by  Madison  Guaranty? 

Mr.  Jennings.  I  may  have  been  aware  of  that  at  the  trial. 

Mr.  GlUFFRA.  These  were  not  transactions  in  which  the  pur- 
chaser of  the  property  put  down  any  money? 

Mr.  Jennings.  I  assume  that's  correct. 

Mr.  GlUFFRA.  Would  you  consider  those  to  be  real  sales  of  prop- 
erty, if  no  money  is  being  put  down,  and  in  fact  these  were  all 
nonrecourse  loans? 

Mr.  Jennings.  At  the  time  I'd  have  certainly  assumed  that  any 
transaction  with  Senator  Fulbright  was  not  a  sham  transaction. 

Mr.  GlUFFRA.  But  the  other  five  transactions,  sir. 

Mr.  Jennings.  And  any  transaction — I  understood  that  Mr.  Jim 
Guy  Tucker  was  involved  in  the  sewer  and  water  utility  sale 
through  some  corporation,  I  may  be  mistaken  about  that,  but  that 
was  my  information,  and  I  would  not  think  that  that  was  a  sham 
transaction. 

Mr.  GlUFFRA.  Did  you  investigate  during  the  course  of  the  Ward 
v.  Madison  trial  in  seeking  the  commissions  whether  those  sales, 
the  subsequent  sales  upon  which  Mr.  Ward  was  seeking  his  com- 
missions, whether  those  were  sham  sales  or  not? 

Mr.  Jennings.  I  accepted  the  answer  to  interrogatory  by  counsel 
for  Madison  that  there  had  been  sales  totaling  $3,600,000  and 
some,  and  I  didn't  question  that. 

Mr.  GlUFFRA.  Who  was  the  counsel  for  Madison,  sir? 

Mr.  Jennings.  A  Ms.  Shirley  Bartlett  and  a  Ms.  Lyn  Pruitt. 

Mr.  GlUFFRA.  Now,  sir,  if  the  sales  had  been  sham  sales,  OK,  and 
that  had  been  a  defense  that  was  raised  at  the  trial,  that  would 
have  affected  Mr.  Ward's  right  to  those  commissions;  correct? 

Mr.  Jennings.  If  that  had  been  raised  at  the  trial  and  if  the  jury 
had  found  that  that  was  true,  then  they  would  not  have  been  enti- 
tled to  return  the  verdict  they  did. 
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Mr.  Giuffra.  After  you  left  the  case,  you  had  to  recuse  yourself 
after  the  collateral  proceeding  started  in  the  appeal;  right? 

Mr.  Jennings.  Yes. 

Mr.  Giuffra.  Did  you  follow  the  case  thereafter? 

Mr.  Jennings.  Certainly. 

Mr.  Giuffra.  Were  you  aware  of  the  fact  that  when  the  RTC 
took  over  the  case,  that  an  issue  was  raised  and  a  defense  was  as- 
serted on  behalf  of  Madison,  and  actually  the  RTC,  that  Mr.  Ward, 
an  unclean  hands  defense  was  asserted? 

Mr.  Jennings.  That  what? 

Mr.  Giuffra.  That  an  unclean  hands  defense  was  asserted. 

Mr.  Jennings.  My  understanding  was  that  the  collateral  attack 
by  the  RTC  was  made  because  they  cited  a  lawsuit  that  held  that 
a  transaction  with  a  savings  and  loan  that  was  not  approved  by  the 
board  of  directors  was  invalid.  And  it  wouldn't  have  made  any  dif- 
ference whether  it  was  a  sham  or  not,  it  was  the  mere  fact,  as  I 
understood  it,  that  they  contended  that  the  board  of  directors  had 
not  approved  the  transaction  and  therefore  it  could  not  be  enforced. 
That  defense  was  never  raised  in  the  trial 

Mr.  Giuffra.  That  you  handled? 

Mr.  Jennings.  That  I  handled. 

Mr.  Giuffra.  But  after  the  fact,  wasn't  there  also  a  defense  that 
was  raised  with  regard  to  whether  the  initial  transaction  was  set 
up  in  order  to  evade  an  investment  limitation  that  limited  the 
amount  of  money  to  6  percent  that  Madison  Guaranty  could  invest 
in  Madison  Financial? 

Mr.  Jennings.  It  was  my  understanding  that  the  reason  for  the 
transaction  or  one  of  the  reasons  for  the  transaction  being  struc- 
tured as  it  was  was  because  Madison  Financial  could  not  handle 
the  whole  deal  with  loans  from  Madison. 

Mr.  Giuffra.  Let  me  just  read  something  from  the  Pillsbury  Re- 
port on  pages  53  and  54.  Now  the  theory — 

The  investment  in  Castle  Grande  has  been  questioned  on  numerous  grounds,  but 
most  of  these  have  nothing  to  do  with  the  Rose  Law  Firm.  The  acquisition  of  Castle 
Grande  did,  however,  involve  the  Rose  Law  Firm  to  some  extent.  The  acquisition 
can  be  questioned  on  the  theory  that  Ward,  having  given  Madison  Financial  an  op- 
tion on  the  land  and  having  placed  no  money  of  his  own  at  risk,  was  really  a  straw 
man  purchaser  from  Madison  Financial  pursuant  to  a  scheme  to  circumvent  Arkan- 
sas law. 

The  Chairman.  All  right.  Look,  let  me  do  this.  This  Report  has 
been  referred  to,  there  are  times  when  it  is  absolutely  appropriate 
to  do  that.  I  think  Mr.  Jennings  has  answered  to  the  best  of  his 
ability  as  it  relates  to  this.  This  is  a  report  that  he  may  have  heard 
about  but  there  are  things  that — it's  been  referred  to  before.  It 
speaks  for  itself  and  Mr.  Jennings  is  not  here  to  attempt  to  give 
testimony  that  he  knows  that  the  transactions  that  took  place  were 
or  were  not  sham.  He's  here  to  testify  as  to  the  knowledge  that  he 
had,  the  representation  that  he  gave,  et  cetera. 

So  let's  stop.  Let's  finish  it  up  because  we've  gone  over  and  then 
we're  going  to  turn  it  to  the  Minority.  This  is  a  very  special  day, 
all  right?  This  is  Valentine's  Day,  in  that  spirit  I  want  to  try  to  get 
out  of  here.  Come  on.  Let's  go. 

Mr.  Giuffra.  The  Chairman  is  a  true  romantic. 


1683 

During  your  representation  of  Mr.  Ward,  did  the  issue  of  whether 
the  initial  transaction  violated  this  Direct  Investment  Limitation 
Rule  ever  come  up? 

Mr.  Jennings.  Not  to  my  recollection. 

Mr.  GlUFFRA.  No  further  questions. 

The  Chairman.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Well,  let  me  start,  Mr.  Chairman,  by  bringing 
to  Mr.  Jennings'  attention  the  conclusion  further  on  in  the  report 
issued  by  Pillsbury  Madison  &  Sutro  from  the  same  document  Mr. 
Giuffra  was  reading  from,  at  page  76  where  it  says,  "There  is  no 
evidence  that  the  Rose  Law  Firm  had  any  hand  in  these  loans  and 
it  is  hard  to  imagine  that  any  competent  lawyer  would  have  rec- 
ommended this  course  of  action." 

Let  me  draw  your  attention  to  the  transactions  that  have  been 
placed  on  this  Elmo  machine,  the  financing  of  Castle  Grande  sales 
by  Madison  Guaranty.  Let's  put  that  back  up.  And  let's  start  with 
the  integrity  of  the  heading  on  that  chart.  Do  you  have  that  chart 
in  front  of  you? 

Mr.  Jennings.  Yes,  sir,  yes. 

Mr.  Ben-Veniste.  Now,  I'm  talking  about  the  one  that  lists  six 
transactions.  First  of  all,  were  these  Castle  Grande  sales? 

Mr.  Jennings.  No,  I  do  not  believe  any  of  those  were  Castle 
Grande  sales. 

Mr.  Ben-Veniste.  So  what  would  you  call  these  transactions  if 
not  IDC?  Would  there  be  any  other  generic  designation  you  could 
give  to  them? 

Mr.  Jennings.  They  appear  to  me  to  be  commercial  transactions. 

Mr.  Ben-Veniste.  So  whoever  put  Castle  Grande  on  there  wasn't 
being  accurate  on  this  chart? 

Mr.  Jennings.  That's  correct. 

Mr.  Ben-Veniste.  Let's  go  to  the  fundamental  fairness  of  the 
points  that  were  elucidated  here  earlier.  Do  you  have  any  reason 
to  believe  that  the  Rose  Law  Firm,  much  less  Hillary  Clinton,  was 
involved  in  either  the  negotiations  or  the  documentation  or  the 
closing  of  any  of  these — let's  leave  that  chart  up,  if  you  don't 
mind — the  negotiations,  the  documentation,  legal  advice  relating  to 
any  of  these  transactions? 

Mr.  Jennings.  I  have  no  reason  to  believe  that  she  or  any  mem- 
ber of  the  Rose  Firm  was  so  involved. 

Mr.  Ben-Veniste.  Nor  do  we  have  any  documentation  to  suggest 
that.  How  do  you  get  from  the  Rose  Law  Firm  had  nothing  to  do 
with  these  transactions,  no  knowledge  of  them,  no  work  on  them, 
to  the  fact  that  Mrs.  Clinton  being  a  good  lawyer  should  have 
known  that  these  were  all  shams? 

Mr.  Jennings.  I  believe  I  previously  testified  I  have  no  idea  what 
Mrs.  Clinton  knew  or  didn't  know. 

Mr.  Ben-Veniste.  In  the  absence  of  any  evidence  that  would  sug- 
gest to  you  that  Mrs.  Clinton  had  any  knowledge  of  these  trans- 
actions, whether  they're  shams  or  they're  not,  and  you've  voiced 
your  opinion  certainly  with  respect  to  some  of  them,  how  could  any 
reasonable  person  come  to  the  conclusion  that  she  should  have 
known  that  there  was  something  improper? 

Mr.  Jennings.  I  don't  think  you  could.  I  don't  think  a  reasonable 
person  could. 
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Mr.  Ben-Veniste.  Now  with  respect  to  Mr.  Ward's  deposition  tes- 
timony, I  would  like  to  call  your  attention  to  page  116  on  the  issue 
of  the  nonrecourse  loan.  If  we  can  put  that  up,  we  can  follow  along. 

Mr.  Jennings.  OK.  I  have  the  right  one.  Page  116? 

Mr.  Ben-Veniste.  Right. 

Mr.  Jennings.  I  now  have  that. 

Mr.  Ben-Veniste.  At  the  very  top  of  the  page.  And  this  is  the 
discussion  under  oath  in  Mr.  Ward's  deposition  earlier  this  week 
about  the  nonrecourse  nature  of  the  loan. 

Answer:  Well,  it  was  nonrecourse  but  the  property  was  worth — certainly  worth  the 
collateral. 

Question:  Now,  did  you  have  the  financial  wherewithal  back  in  1985  to  purchase 
the  entire  property  yourself? 

Answer:  Yes. 

Question:  Did  you  go  to  any  banks  to  try  to  find  out  whether  you  could  get  a  loan 
for  the  full  purchase  price  of  the  entire  thing,  which  would  have  been  about  $1.75 
million? 

Answer:  No,  it  was  $1.7  million. 

Question:  I  know.  $1.7  million.  Did  you  ever  try  to  see  whether  you  could  get  a 
loan  for  $1.7  million? 

Answer:  I  knew  I  could. 

Question:  From  another  bank? 

Answer:  Yes. 

Question:  Did  you  speak  to  any  other  banks  about  getting  a  loan  for  $1.7  million? 

Answer:  Yes. 

Question:  Which  banks  did  you  speak  to? 

Answer:  I  don't  know  that  this  is  germane,  but  I'll  answer  your  question,  Union 
Bank. 

Question:  And  they  were  willing  to  give  you  a  loan? 

Answer:  Why  sure.  I  had  good  credit  with  them.  I  would  have  had  no  trouble  fi- 
nancing a  million  or  2  million. 

Question:  Did  you  go  to  Madison  because  they  offered  better  terms  than 

Answer:  No,  I  didn't  go  to  Madison  because  they  offered  me  better  terms.  I  told 
you  why  I  went  to  Madison. 

Question:  Were  the  terms  identical  that  were  being  offered  by  other  banks? 

Answer:  No,  they  weren't  identical. 

Question:  Which  terms  were  better? 

Answer:  I  went  to  Madison  because,  as  I  told  you,  I  was  going  to  buy  it  all  by 
myself,  but  I  wanted  to  run  it  by  McDougal.  And  I'll  reiterate  what  I  told  you  pre- 
viously. When  I  told  him,  he  said,  "Well,  at  that  price,  maybe  we  could  share  it." 
And  I  asked  him  what  he  had  in  mind.  And  he  told  me. 

Now,  is  that  consistent  with  your  understanding  in  terms  of  the 
recourse  nature? 

Mr.  Jennings.  Totally. 

Mr.  Ben-Veniste.  Indeed,  there  wasn't  any  foreclosure  against 
Mr.  Ward? 

Mr.  Jennings.  Oh,  no. 

Mr.  Ben-Veniste.  And  indeed  the  nonrecourse  nature  of  the  loan 
was  never  an  issue,  was  it? 

Mr.  Jennings.  Not  to  my  knowledge. 

Mr.  Ben-Veniste.  Because  it  had  been  bought  at  bargain  base- 
ment prices  and  it  was  disposed  of  by  Mr.  Ward  for  a  profit? 

Mr.  Jennings.  Well,  it  wasn't  disposed  of  by  Mr.  Ward,  it  was 
disposed  of  by  Mr.  McDougal.  Mr.  McDougal  had  a  meeting  with 
Mr.  Ward  on  February  25,  as  I  recall,  1986,  in  which  he  advised 
Mr.  Ward  that  the  sales  had  now  reached  a  point  where  only 
$70,000  of  indebtedness  was  left  on  Mr.  Ward's  note,  and  that  he 
was  going  to  mark  that  note  for  $1.1  million,  .15,  whatever,  paid 
in  full  and  wanted  Mr.  Ward  to  execute  a  note  to  him  for  the  bal- 
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ance  of  $70,000  that  Mr.  McDougal  said  was  still  owed  on  the  origi- 
nal note. 

Mr.  Ward  did  execute  that  note,  and  at  that  time  it  was  rep- 
resented to  Mr.  Ward  that  the  reason  that  they  were  crediting  the 
note  down  to  $70,000  was  that  they  had  sold  the  Castle  Water  & 
Sewer  and  applied  $450,000  of  that  sale  price  to  his  note  and  that 
they  had  applied  the  $680,400  of  the  sale  to  Senator  Fulbright 
against  his  note  which  made  a  total  of  $1,103,000,  I  guess  it  would 
be  $1,130,400  left,  and  they  were  computing  it  on  a  $2  million  note 
and  I  guess  that  included  interest.  And  that  would  leave  a  balance 
due  of  $70,000. 

Mr.  Ben-Veniste.  Now  was  there  any  indication  from  anything 
that  you  heard  from  Mr.  Ward  about  those  transactions  that  would 
suggest  that  Mrs.  Clinton  was  in  any  way,  shape  or  form  involved 
in  those  transactions,  much  less  "right  in  the  middle  of  it"? 

Mr.  Jennings.  Not  at  all.  In  fact,  Mr.  Ward  wasn't  involved  in 
the  transactions. 

Mr.  Ben-Veniste.  The  commission  agreement  that  you  referred 
to  was  the  subject  of  the  lawsuit,  Mr.  Ward  contended  that  he  had 
a  commission  agreement  which  entitled  him  to  be  paid  on  the  basis 
of  the  sales  that  were  made  because  of  the  role  Mr.  Ward  had  had 
in  finding  the  property  and  negotiating  the  purchase  price? 

Mr.  Jennings.  That's  correct. 

Mr.  Ben-Veniste.  And  the  jury  and  the  judge  agreed  with  that 
position;  correct? 

Mr.  Jennings.  Well,  I  don't  know  whether  the  judge  did,  but 

Mr.  Ben-Veniste.  The  judge  didn't  overrule  it  after  the  jury  had 
spoken? 

Mr.  Jennings.  He  certainly  did  not. 

Mr.  Ben-Veniste.  The  judge  has  that  right  in  Arkansas,  does  he 
not,  to  set  a  jury  verdict  aside  on  the  basis 

Mr.  Jennings.  Oh,  yes,  he  denied  that  motion. 

Mr.  Ben-Veniste.  Mr.  Chairman,  we  would  yield  back  the  time. 

The  Chairman.  Senator  Faircloth. 

Senator  Faircloth.  I  just  have  one  question,  Mr.  Jennings.  How 
many  times  did  you  come  to  Washington  last  year,  in  1995? 

Mr.  Jennings.  I  don't  know. 

Senator  Faircloth.  Make  a  guess. 

Mr.  Jennings.  I'm  not  going  to  guess  because  I  don't  know. 

Senator  Faircloth.  Three  times,  30  times? 

Mr.  Jennings.  I  made  a  guess  at  the  time  when  my  deposition 
was  taken  which  turned  out  to  be  wrong  and  I  am  not  doing  any 
more  guessing. 

Senator  Faircloth.  All  right,  Mr.  Chairman.  Wait  a  minute.  Let 
me  ask  one  more  question.  You  don't  know  who  paid  for  the  trip 
when  you  met  with  Mrs.  Clinton? 

Mr.  Jennings.  I  do  not.  I  assume  that  my  firm  paid  for  it. 
Whether  they  after  that  charged  it  to  any  client  for  whom  I  was 
coming  to  Washington,  I  do  not  know. 

Senator  Faircloth.  Thank  you,  Mr.  Chairman. 

The  Chairman.  I  want  to  thank  the  witnesses  for  their  testimony 
and  for  their  cooperation,  and  Ms.  Dickey,  you,  for  putting  hope- 
fully an  end  to  that  kind  of  speculative  situation  that  existed.  I'm 
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sorry  that  we  had  to  bring  it  up  but  we  did  feel  it  would  be  better 
to  end  it.  And  I  think  you  probably  feel  better  that  we  did  it. 

Ms.  Dickey.  I  hope  it's  ended. 

The  Chairman.  Thank  you. 

Mr.  Jennings,  thank  you. 

We  stand  in  recess  until  10:00  a.m.  tomorrow. 

Senator  Sarbanes.  What's  our  program  for  tomorrow? 

The  Chairman.  At  10:00  tomorrow  morning. 

Senator  Sarbanes.  Who  will  we  be  hearing  from? 

Mr.  Jennings.  Are  we  excused?  These  materials  that  have  been 
furnished  to  me  for  me  to  look  at,  shall  I  leave  those  here? 

The  Chairman.  You  can  or  you  can  take  them  as  a  memento. 

Mr.  Jennings.  I  was  wondering  about  Mr.  Ward's  deposition. 

The  Chairman.  You  can  take  that,  certainly. 

Mr.  Jennings.  The  rest  I  don't  believe  I  need. 

[Whereupon,  at  12:25  p.m.,  the  hearing  was  concluded.] 

[Appendix  supplied  for  the  record  follows:] 
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September  14.  1985 


Mr .  Jim.  McDcugal,  President 
Madison  Financial  Corporation 
15th  and  Main 
Little  Rccx,  Arkansas  "22C1 

L«ar  Jim: 

This  letter  is  tc  set  f-rth  our  agreement  concerning  the 
prcperty  commonly  referred  to  as  ail  the  land  owned  by 
the  Industrial  Development  Company  of  Little  Rocx. 

Cn  cr  about  the  12th  day  of  September,  1985,  Madiscn 
Guaranty  Savings  and  Loan  Association  agreed  tc  acquire 
all  cf  Industrial  Development  Company  of  Little  Rocx's 
prcperty  except  the  Timex  3uilding.  In  the  agreement, 
Madison  has  tne  right  to  assign  its  rignts  tc  that 
agreemer.t  tc  any  entity  cr  individual.  As  part  cf  cur 
agreement ,  I  nave  agreed  to  taxe  title  to  all  cf  tne 
assets  and  proper"-'  r.crcr.  cf  145th  Street,  the  water  and 
sewer  improvements ,  and  the  water  and  sewage  treatment 
pcr.us  south  cf  14  5th  Street.  Madison  Guaranty  Savings 
ant  lean  Association  will  agree  tc  lend  me  cn  a  non- 
recourse basis  the  purchase  price  secured  only  by  a 
mcrtoage  of  t.ncse  parcels  and  tne  sewer  and  waterworks. 

Madison  Guaranty  will  have  an  cption  fcr  at  least  27C 
bays   tc  purcnase  tne  prcperty  from  me  at  any   time   fcr 

the  amount  cf  tne  note  plus  all  accrued  interest.  It  is 
tne  intention  cf  both  Madiscn  and  myself  to  attempt  tc 
develop  all  cf  the  prcperty  acquired  from  I.D.C.,  ant 
sell  it  as  q_ic*ly  as  possible.  If  there  is  any  pur- 
cnase cf  tne  prcperty  cr  *r.y  portion  thereof  during  tne 
t'Z  day  per  led.  the  sale  price  will  be  mutually  approved 
by  me  and  Madiscn  Financial  Ccrrporaticn.  The  proceeds 
c:  any  sale  will  be  applied  toward  the  promissory  note. 
less  a  ten  percent  commission  tc  be  paid  tc  me  if  tne 
property  is  sold  by  me,  cr  at  Madison's  discretion,  the 
particular  piece  cf  prcperty  may  be  deeded  bacic  tc 
Madiscn  prior  to  the  execution  cf  the  saies  transaction. 
If  it  is  sold  by  anyone  else,  then  the  proceeds  will  go 
to  Madison  Guaranty,  less  the  commission  to  the  otner 
seller,  and  a  four  percent  commission  tc  me. 

It   is   also   agreed,   in  addition  to  the   salary   I   am 

receiving  from  Madison  Guaranty,  cn  ail  prcperty 
i  acquired  from  I.D.C.  sold  either  by  me  or  by  Madison 
[Guaranty  after  the  e*ercise  cf  Madison's  option,   cr  on 

that  portion  of  tne  prcperty  already  acquired  by  Madison 
Ifrom  I.C.C.,  I  shall  receive  a  ten  percent  commission  on 
[said   sale   if   it   is  sold   by  me.   and   four   percent 

commission   if   it   is  r  ' d   ry   anyone   else. 

SEn  2C2c2 
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*r.   J  ins  McDcugal 

Se?tea*#r  7f,  193  5 


During  the  term  tf  the  cpticr.  period,   all  cf  the  net 

revenues  cf  the  watervcrics  and  sewer  department  shall  be 

forwarded  directly  to  Madison  Guaranty  for  application 
toward  the  r.cte. 

I  wculd   appreciate  your  acknowledging  and  agreeing  to 
the  terms  cf  this  letter  agreement. 


S  w  :  s  s 
Ac^r.cw, 

A. 


eccec    ar.c   art! 


-£_ 


/■-«. 


Maciso: 


>,*.,         .    .   -  3  -  - 

'mancial    Cr; 


Sincerely, 


5  =  n    3.C3S4 
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3ec~   Ward 

4  3    Siver    Sidce 
s    Sseit,    Arkansas 


:o* 


■epcesmer    24,    1JS5 


Mr.    ."ases   3.    McCcuca.,    Presic 
-adiscn   "ir.ar.cial    Ccrpcracicr. 


u.a: 


?.ocx,    Arkansas 
•.    McCC-cal : 


rcr.rer.-y   referred    to    as    all    cr.e    .ar.d   rwr.es   ry    the   Ir.c-s-riiJ 


savings    a.-.c    _car. 


L.35cciacicr.    acre'ec    cc    aceuirs    a__   cf    cr.e    Zr.duscria. 
:v   cf    liecle    :-.ecs  '  s    :rcs«rr/    excect    cne   crcur.ds 


a.-:**-.*: 


L.'.  » 


;:.i:   is   * oca  tee    ircce: 
one   located    sour..-.    =;' 


:.-.e    assets    cf    cr.e    arrrener.cirr.ee   proper: 
.acely    :.::-.:.   cf    145c.-.    Scrsee,    ere   water 

:d    cr.e    sew*.-    creacr.e.-.c   pcr.es.    ir.clroir.e 
.4:cr.    S._e-c.      Madiscr.   2-uarar.cy    Savir.es 


cr.is    crccercy    secirac    cy    a   rerccace    rr    chese    carce.s    anc    c.-.s 
sewer    a.-.d   water   vcrxs  .       Madiscr.    2-.arar.ty    will    cay    S2;,::C.2  2 
me    cc    .-.ave    an   cpcicr.    for    ac    .ease    273    days    from   cr.e   dace   cf 
acc-isicior.    cc    purcr.ase    cr.e   crccercy    frcrr.  me    ac   ar.y    tine  ,    ir. 
wr.cle   cr    ir.   care,    fcr   ac    lease    tre    pro    raca   aaeur.e   cf    c.-.e   zz: 
clus   all   accrued    ir.ceresc;    excecc   cr.e    parcel    desenred   as    fc^ 


PLAINTIFF'S 
EXHIBIT       > 


!   HI- 1  SIC 


Apprcxiraaceiy  22  1/2  acres  lecaced  and  referred 
as  cr.e  Ncrcheasc  Quadrant  cf  cT.e  2r.cercr.ar.ee  «f 
Highway  63  and  14;ch  Screec.  Here  specifically 
desenred  ir.  cne  accacr.ee  leca-  descripcicn  whi: 
a   sarc   of    cr.is    acreener.c. 


1c   is    cne    ir.cer.cicr.   cf    beer.   Madison   and   myself    cc   aceenp 
develop   all    ehe    crccercy   acquired    from   l.D.C.    and   sell    ic  as 
euicxlv  as   ocssible.       2f    ene    ::::«;:/   or    any   portion   cherecf 
scld   c-irinc"  cr.e    272    day   pence,    'the    sale    price   will   be   mueual 
approved   by  me   and  Madison   financial    Ccrpcracion.      The    proce* 
cf    the   sale   will    be    applied    toward    ehe    prcraisscrv   noee,    less 
13 «    sa_es   cc=ission    eo    be    paid    cc  me.    *  Ac  Madison's   discreci 

5  =  n    22CS^  5W1-OC2 
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.<--.  -43*3  Z.    -C-Icucal 
SeptesSer  14,  1395 
?aee  -2- 


anv  particular  rises  zi    property  aay  be  deeded  :tcx  to  Jtadiscr. 
prior  to  the  execution  zi   *  salsa  transaction. 

It  Is  also  aereed,  in  addition  to  t>.e  salary  I  an  receivt.-.e 
from  Madiscr.  financial  Corporation,  Z   will  reesive  LSI  sales 
commissi;..-,  en  all  property  seld,  rscardless  wne  sells  it,  except 
residential  property  tnat  will  i*  located  south  zi    US  Hi   Street, 
in  vhisn  rase  I  will  rscsivs  41  renaissier.  ii  scld  by  any  ct.-.er 
terser.. 


Sunns  t.-.e  tsrr.  cf  t.w.s  option  perisd.  all  zi    the  net  rsver.ues 
zi   the  -eter  wcrxs  and  sewer  department  snail  oe  forwarded 
dirsctiy  ts  Madiscr.  Guaranty  for  application  toward  ti*.e  nets, 
unless  sue.-,  facilities  are  scld  socner.   Hadiacr.  Financial 


Cerpcrar :z 
acsessse.-.t 


vi. _  a_sc  ce  respcr.sio.e  rsr  »-•  taxes,  speeia. 
cues,  insurance  premiums,  etc.  during  tne  peri: 


Z   would  appreciate  yeur  ac<-cvledri.-.c  ar.d  aerseme  tc  tne 


Set.-.  '« 


,<    >~ 


.ar.e-s 
Mitfiss 


:ouc4. ,    Presie-en: 
mcial   Ccrpcrati: 


-,:n    23C?: 
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Addendum    zs    Agreement    3e:vee.i 
Seth  Ward   and   James    3.    McDcucal 
Secce-*ao«r    2  4,     1363 


(little    Rock   Scut.-.    2.-.dustriaJ     ?ar.<c ,    SI   Ccrr.er    €5-15 
1ZGA1    r£2C?J?TICN    - 


Part   cf   Tracts    27    *    23,    Hciaan   Acres,    Puiasici   County,    ArXa.-.sas . 
acre   particularly   described   ai  :      ;ur-.:r,c   at    the    intersection  cf 
the   ncrtr.   right-of-way    lir.e   East    145th   Street   a.-.d    the   west   ric.-.t- 
cf-way    lir.e   cf    Di.-.eer.   Drive,    said   ccir.t    al3G   being    the    Southeast 
ccr-.er   cf    she   3ircr.-3rocJcs  ,    2-.c.    rrcperry  •    tr.er.ce   M   0    dec.    21 


.  ■*      ->  .   - 


the   Ncror.east    ccrr.er   cf    said    3i: 


Dir.een   Drive    373.1 
;cics  ,    Inc.    property 


rem: 


ceci: 


ther.ce    N    3?    esc.    5  2    cm .    3  0    sec.    W_»    alcr.c    tne 


ar.c 


:*-.    tc   a 

c-c  f  -wjv 
3ec.    W 


perch  lir.e  cf  said  -ircr.-3r-;cV:s  ,  :.-.=  .  crcceroy  3C2.50  ft 
Scrt-.west  ccrr.er  c.-.erecf,  crc-.cs  S  3  esc.  2  5  am.  3C  sec 
t.te  -est  lir.e  cf  aim  ::;::.-::;c<j,  2.-.C  .  crrperry  2:5.2c 
ccir.t  zr.  the  north  nrrc-cf --•»/  line  cf  '-'.  S.  Eig.-.way  Nc 
t.-.e.-.cs   N    2  2    tag.     2  3   am.     10    a«c .    X,    aioac    s«j.c    north    nr: 

a    ccir.t:    thence    S    5-;    deg  .    31   air. .    2  2    sec.    w   and    ccr.cmui.- 
said    r.cror.    right-of-way    line    111.23    ft.    tc    a    ccir.t   en    tr.e    east 
ric- t-cf -wav    line    cf    said    ".    S.    Sighvay    n'c  .    55-lo~:     thence    S   i 

crrcerry  lir.e  cf  t.-.e  Seine.-.s-Allis 
line  extended  westerly,  1131.22  ft 
cf-way  line  cf  Dmeer.  Drive;  oher.es 
west    ricnt-cf-wav    _me    213.25    ft. 


-    i.:r.c    tne    scut.-. 
:.    crcperty    and    said   scutn 

2ec.    21    .tin.    M    aicr.g    idii 
ccir.t:     tnence    Scutnwestarl  ■ 


a_cnr    said   west    rir.-.c-cr-wav 


,    cemc    tne    ac 


*.avinc    a    enc 


m  -.  —  -i 


:eanr: 


cc    a      _;.;o    ct.    racius    curve    tc    tne    nr.- 

and   distance   cf   5    3    dec.    21   r.m.    W",    13  5.22    ft.    tc    a    point;    thence 
S    la    deg.    11   ti".    w    and   continuing    alert    said    -est   rich* -of -way 
iinc ,     22. 2    ft.    to    a    point;    chance    Soutnwesterly    and    continuing 
aleng    jaid    -est    richt-cf-way    line,    cemc    the    arc    cf    a    713.73    ft. 
radius    curve   to    the    left    having    a    c.-.crd    cearmg    and   distance   cf    S 
i    deg.    21   urn.    M,    133.23    ft.    to    a    pci.-.v    tner.ee    S    2    teg .    21   air.. 
w   and   continuing    along    said   west    ::::.  c-c.  -way    _me ,    23.38    ft.    tc 
the  point   cf   beginning,    containing    22.5549    acres    mere   or    less. 
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QPTTON    TC    PUHCHASg    SEAL    ESTATT 

This  OpciOQ  granted  this  1st  day  of  May,  1986,  by  SETX  ward 
and  YVONNE  ANNA  WARD,  his  wife  (collectively  "Grantor") ,  to 
MADISON  FINANCIAL  CORPORATION  ("Optionee"), 

W-I-T-N-E-3-S-E-T-H: 

1.   GRANT  OF  OPTION.   In  consideration  of  Optionee's 
payment  to  the  Grantor  of  One  Thousand  Dollars  ($1,000.00),  and 
other  good  and  valuable  consideration,  the  receipt  and  adequacy 
of  which  is  hereby  acknowledged,  Grantor  hereby  grants  to 
Optionee  an  exclusive  and  irrevocable  Option  to  Purchase  the 
following  described  property  together  with  all  buildings  and 
improvements  thereon,  situated  in  the  City  of  Little  Reek, 
Pulaski  County,  Arkansas,  to-wit: 

A  tract  of  land  located  in  the  HE  1/4  sw  1/4 

Section  24,  T-l-S.  R-12-w,  Pulaski  County, 
Arkansas,  more  particularly  described  as: 
Starting  at  an  iron  pin  marking  the 
intersection  of  the  North  right-of-way  line 
of  East  USth  Street  and  the  West 
right-of-way  line  of  Oineen  Drive;  thence 
S39*  44'  40"  E  along  said  North  right-of-way 
line,  22.75  ft.;  thence  Southeasterly  and 
continuing  along  said  (forth  right-of-way 
line,  b«ing  the  arc  of  a  2,915  ft.  radius 
curve  to  the  right  having  an  are  distance  of 
559.07  ft.;  thence  S78"  45*  20  "E  and  ' 
continuing  along  said  North  right-of-way 
line,  2724.44  ft.  to  the  point  of  beginning 
of  the  tract  of  land  described  herein; 
thence  N  11*  14'  40"  E  and  perpendicular  to 
said  North  right-of-way  line,  522.72  ft.  to 
a  point;  thence  S78*  4S*  20"E  and  parallel 
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with  said  North  right-of-way  line.  555.56 
ft.  ca  a  point;  c.ience  Sil*  14"  40*w  and 
perpendicular  to  said  North  right -oe'-wjy 
line  322.72  ft.  to  a  point  on  said  North 
right-of-way  line;  thence  H78#  43'  20*  w 
along  said  North  right-of-way/  555.56  ft.  to 
the  point  of  beginning,  containing 
290,402.32  sq.  ft.  or  6.6647  acres  nore  or 
lees. 

2.  PUKCHASZ  PKICZ.  The  purchase'  price  for  the  property 
hereinabove  described,  together  with  all  improvements  thereon, 
shall  be  Four  Hundred  Thousand  Dollars  ($400,000.00). 

3.  SCPTjUTION  DATE.   This  Option  shall  expire  at  6:00 
o'clock,  P.M.,  Central  Time,  on  August  1,  1986. 

4.  PAIIORS  TO  OOntCISZ  OPTION.   If  Optionee  dees  not 
exercise  this  Option  as  herein  provided,  all  suae  paid  by  him 
hereunder  shall  be  retained  by  the  Grantor  free  of  all  claims  of 
Optionee,  and  neither  party  shall  have  any  further  rights  or 
claims  against  the  other. 

5.  CSRCISZ  or  OPTION.  This  Option  shall  be  exercised  by 
Optionee's  delivering  to  the  Grantor  written  notice  of  such 
-exercise  on  or  before  the  expiration  data,  or  any  extension 
thereof,  or  by  Optionee's  mailing  such  written  notice  of 
exercise)  by  certified  mail  to  Grantor  at  least  two  days  before 
the  expiration  date,  or  any  extension  thereof;  and  such  notice, 
if  so  mailed,  shall  be  deemed  valid  and  effective  whether  or  not 
it  actually  is  delivered  to  Grantor  prior  to  the  expiration 
date,  or  any  extension  thereof. 


.2.  0190g 
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5.    ClOSIMG  RgCVraggyrs.   In  the  event  of  Optionee's 
exercise  of  this  Option: 

a.  Closing  will  occur  within  30  days  after  the 
exercise  of  this  Option,  which  date  may  be  extended  by 
mutual  agreement; 

b.  The  Grantor  shall  deliver  at  closing  to  Optionee, 
or  bis  nominee,  a  general  warranty  deed  conveying  good  and 
marketable  title  in  fee  simple  to  the  aforesaid  premises, 
free  and  clear  of  all  liens,  encumbrances  and  tenancies, 
except  those  for  streets  and  utilities  and  tenancies  which 
may  be  disclosed  by  Grantor  to  Optionee  prior  to  the 
granting  of  this  Option; 

e.   Taxes  and  assessments,  if  any,  due  on  or  before 
the  closing  date  shall  be  paid  by  Grantor.  Taxes  and 
assessments,  if  any,  for  1986  shall  be  prorated  as  of  the 
closing  date; 

d.   Grantor,  at  Grantor's  sole  expense,  shall  furnish 
Optionee,  within  30  days  after  exercise  of  the  Option,  a 
complete  abstract  certified  to  a  current  date,  or  at 
Grantor's  option,  a  commitment  for  an  owner's  title 
insurance  policy  convertible  at  closing  to  an  owner's  policy 
issued  on  ALTA  Form  8.  1970,  reflecting  merchantable  title 
satisfactory  to  Optionoo's  attorney.   In  the  event  an 
abstract  is  furnished  and  an  examination  of  title  to  said 

.3.  0190g 
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proper??  shall  disclose  that  tne  same  is  not  good  and 
marketable,  and  if  ehe  causa  of  sued  unmarketabiliey  shall 
not  b«  removed  by  Grantor  prior  to  the  date  fi«d  for  closing, 
thea  Grantor  may  exercise  ais  option  to  furnish  Optionee  a 
policy  of  title  insurance  satisfactory  to  Optionee.   If 
market ah  la  title  cannot  be  conveyed  at  closing,  any  monies  paid 
by  Optionee  on  account  of  the  purchase  price  of  said  property, 
including  any  sums  paid  as  consideration  for  the  granting  of 
this  Option,  shall  be  refunded  to  Optionee; 

e.  The  risk  of  loss,  damage,  condemnation,  or 
destruction  of  the  premises  or  improvements  thereon  by  fire, 
or  otherwise,  until  closing  shall  be  on  Grantor; 

f.  Revenue  stamps  to  be  placed  on  the  Oeed  shall  be 
at  the  ezpensa  of  Grantor. 

7.  PAYMENT  QT   PURCHASE  PRICE.   At  closing,  Optionee  will 
pay  Grantor  in  cash  an  amount  equal  to  the  purchase  price  set 
out  in  accordance  with  Paragraph  2  hereof. 

8.  NOT T CSS .   Any  notices  required  hereunder  shall  be 

effective  if  given  to  the  parties  hereto  at  the  following 

addresses,  or  such  other  address  as  either  party  may 

subsequently  designate  in  writing: 

OPTIONEE:-      Madison  Financial  Corporation 
130a  South  Main 
Little  Rock,  Arkansas   72201 


GRANTOR: 


Seth  Ward 

16th  6  Main 

Little  Rock,  Arkansas  72201 


-4- 


SW1-073 


0190g 


1700 

9.        ASSIGNMENT.     This  Option,    before  or   after   its  exercise, 

may  be   assigned  by  Optionee  without    the  prior  written  consent  of 

Grantor. 

GRANTOR: 


sJtJL 


OPTIONEE: 

MADISON  FINANCIAL  CORPORATION 


BY 


SW1-074 


IS 
10 
11 

12 
1] 
U 
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0190 


1701 


9 

■A 

11 

12 
13 
14 
15 
16 
17 
13 
19 
20 
21 
22 
23 
24 
25 


33 


Q.  What   I   Cried   to  do,    Mr.    Ward,    was   copy   yours   lilke   I   did 

/       / 
mine  so  we  would  be   together.      I   did   not  copy   like   Roger   suopli 

\ 
them   is   the   reason. . . . 

v      \  MR.    RCWE:      Mr.    Ward,    if    you'  re  poking  if or 

attachments    to   those,    in  my  copies    I've^-gcft   them   the  w^y^tr.e: 

your   files. 

Q.  Have   I  messed  them  up? 

MR.    RCWE:      There's    two  dJ!rrTe-r«Qt  options   attache 

to  'different  ones   of   those,    if   that's  what  ybvj  re  booking   for. 

A.       iv  We-l^l,    let  me   look 

Q. 


'ere  wi^tx 


attention,    and  he  had  document  06  3   prepared,    and  it  w< 
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! 

18: 

It  I 

20 
21 
22 
23 
24 
25 


esolutio 


A.  It  would  be  John  Latham.    I   guess.  / 

/        / 
Q.  Well,   whose   idea  was    in   for   them   to   take  an  option   to   the 

property? 

im  McDougal ' S. 

you  know  why  he  wanted   to  do^-fciiat? 

ah.      I   think  we  discussed   it  earlier  this  morning. 

He  wanted   the  property? 


other  words,    they  intended   to  take  an  option  on  Tracts 
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WRIGHT.  LINDSEY  &  JENNINGS 
ATTORNEYS  AT  LAW 
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SUITE   2200 

LITTLE  BOCK.  ARKANSAS  72201-3699 
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ALSTON   JENNINGS 
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Viet  D.  Dinh 

Associate  Special  Counsel 
Committee  on  Banking 
Washington,  D.C.   20510-6075 


BY  FACSIMILE 
202-228-0020 


Dear  Mr.  Dinh: 

Based  upon  a  news  story  in  today's  Arkansas  Democrat-Gazette  and 
a  telephone  call  that  I  received  this  morning  from  a  reporter,  it 
is  apparent  that  the  press  has  access  to  information  concerning 
which  I  testified  in  my  deposition.   Since  I  do  not  have  a 
transcript  of  my  deposition,  it  is  shocking  to  me  that  the  press 
already  has  it. 

I  respectfully  request  that  I  be  provided  with  a  copy  of  the 
transcript  of  my  deposition  in  ample  time  for  me  to  review  it 
before  my  scheduled  appearance  before  the  Committee  on  Thursday, 
February  15,  1996.   I  believe  that  I  was  advised  that  I  was 
entitled  to  have  a  transcript  four  days  before  an  appearance 
before  the  Committee.   I  could  be  mistaken  about  that,  but  that 
is  certainly  my  impression. 


Yours  very  truly, 

WRIGHT,  LINDSEY  &  JENNINGS 


Alston  Jennings 


AJ/ivs 
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First  Lady  Met  Arkansas  Figure's  Lawyer 
In  Month  That  Billing  Records  Appeared 


By  Susan  Schmidt 

••on  Foa  M  Wnuf 


Last  August,  first  lady  HiBary  Rod- 
ham Chotoo  met  at  the  White  House 
residence  with  a  Little  Rock  lawyer 
who  was  representing  a  mam  figure  in 
a  controversial  Arkansas  real  estate 
deal  that  Clinton  had  worked  on  as  a 
private  attorney.  It  was  around  that 
ante  that  long-subpoenaed  legal  billing 
records  detailing  bier  work  on  the  pro- 
ject mysteriously  turned  up  on  a  table 
m  the  White  House  residence. 

White  House  logs  obtained  by  the 
Senate  Whitewater  committee  show 
that  on  Aug.  10.  attorney  Alston  Jen- 
nings visited  the  first  lady  in  the  White 
House  residence.  Jennings's  clients  si- 
chide  Seth  Ward,  an  Arkansas  busi- 
nessman whom  bank  regulators  have 
identified  as  a  "straw'  purchaser  in  the 
thousand-acre  Castle  Grande  project 
near  Little  Rock.  Called  a  "sham*  by 
bank  exammers.  the  mid-1980s  project 
caused  millions  of  dollars  in  losses  to 
Madison  Guaranty  Savntgs  &  Loan,  a 
former  dient  of  Cantor  and  her  law 
firm. 

Clinton's  meeting  with  Jennings— 
which  the  White  House  and  her  private 
lawyer  declined  to  discuss  yesterday- 
was  discovered  as  Senate  investigators 
attempt  to  reconstruct  movements  in 
and  out  of  the  White  House  residence 
dunng  the  period  when  her  billing  re- 
cords suddenly  appeared  in  a  small  ar- 
ea known  as  the  "hook  room." 

Sought  under  subpoena  for  more 
than  two  years,  the  records  include  de- 
tails of  Clinton's  work  on  the  Castle 
Grande  project— a  matter  she  had  said 
in  a  sworn  statement  she  could  not  re- 
member and  recently  has  said  she 
knew  under  another  name. 

Since  the  records  surfaced,  the  Sen- 
ate committee  has  homed  in  on  Clin- 
ton's billings  for  work  she  did  with 
Ward,  a  Madison  officer,  on  the  Castle 
Grande  transactions. 

Jennings's  White  House  visit  last 
year  occurred  less  than  a  week  after 

the  inspector  general  of  the  Resolution 
Trust  Corp.  issued  a  40-vohime  report 
camming  work  done  by  Clinton  s  for- 
mer firm,  the  Rose  Law  Firm  of  Little 
Rock,  on  behalf  of  the  federal  govern- 
ment. The  RTC  was  camming  wheth- 
er the  firm  had  undisclosed  conflicts  of 
interest  when  it  was  hired  to  represent 
federal  agencies. 

That  report  focused  in  large  meas- 
ure on  Rose's  work  for  Madison  on  the 
Castle  Grande  project.  It  mentioned 
Wards  role  m  the  project  and  gave 
sketchy  details  that  were  then  avail- 
able abnut  Hillary  Clintons  work  on 
the  real  estate  deal. 

The  inspector  general  concluded 
thai  Rose  had  numerous  undisclosed 
conflict*  of  intereM— including  its 
work  for  Madison  on  C.i<U«-  Grande 


and  other  work  it  had  done  for  the 
thrift— when  the  firm  wai  tared  by  the 
government  to  sue  Madison's  auditors 
to  try  to  recover  taxpayer  hnds  lost  as 
a  result  of  Madison's  failure. 

The  White  House  last  night  referred 
questions  about  Jennings's  \rtst  to  Da- 
vid E.  Kendall  private  attorney  for  the 
Cantons,  but  he  declined  to  comment. 
I've  got  nothing  to  say,"  Kendall  said. 
"I've  just  got  nothing  to  say.  I  have  no 
comment.  If  I'm  douig  legal  work  I 
don  t  comment. 

Jennings,  reached  at  tus  Little  Rock 
office  yesterday,  said  las  visit  to  the 
White  House  did  not  concern  Castle 
Grande  but  declined  to  comment  fur- 
ther. In  a  deposition  with  committee 
lawyers  this  week,  he  said  Kendall  had 
asked  turn  to  meet  with  him  and  Hillary 
Clinton  at  the  White  House.  They  did 
not  discuss  Ward,  he  said. 

The  billing  records  surfaced  last 
month  in  the  East  Wing  office  of  Caro- 
lyn Huber.  the  Clintons'  director  of  cor- 
respondence. Huber  told  the  Senate 
panel  that  sometime  during  the  first 
two  weeks  of  August  she  went  to  the 
book  room  to  box  up  kmckknado  and 
memorabilia  to  take  to  her  own  office 
for  filing. 

She  said  she  picked  up  the  sheaf  of 

billing  documents,  in  plan  view  on  a  ta- 
ble, thmkmg  they  were  to  be  filed.  Hub- 
er. a  former  office  manager  at  the  Rose 
firm,  testifed  that  she  recognaed  them 
as  billing  records,  but  she  did  not  look  at 
them  or  realize  tney  were  the  Madison 
records  that  had  been  subpoenaed  by 
Whitewater  independent  counsel  Ken- 
neth W.  Starr  and  other  government  n- 
vesogators. 

Huber  said  she  took  the  boat  to  her 
office,  stuck  it  under  a  table  and  didn't 
get  around  to  looking  through  it  until 
Jan.  4  of  this  year. 

Yesterday.  Kendall  and  special 
White  House  counsel  Jane  Sherburne 
were  called  before  the  Senate  commit- 
tee to  testify  about  the  discovery  of 
those  records.  Under  questioning,  both 
acknowledged  that  they  reanaed  that 
the  116-page  document— and  the  cir- 
cumstances of  its  discovery  after  two 
years— would  be  of  great  interest  to 
Starr  and  the  committee. 

Sherburne  said  she  rased  the  issue 
of  whether  Starr  would  want  to  finger- 
print the  document  and  questioned 
whether  they  should  turn  it  over  to 
Starr  immediately  before  photocopying 
it. 

After  a  discussion,  she.  Kendall  and 
a  lawyer  for  Huber  decided  to  examine 
and  copy  the  documents  and  to  notify 
Starr  and  the  Senate  committee  the 
following  day. 

Republicans  contended  they  had 
knnwwgh'  made  it  more  difficult  to  ob- 
tain fingerprints  from  (he  records.  It  is 
not  knoan  ai  this  nwni  whether  Starr'.-. 


office  hit  obtained  any  identifiable 
prints  from  the  bunng  records. 

~we  my  never  know  pieusely  how 
the  documents  got  there."  Kendall  told 
the  panel  "This  may  be  another  of  the 
niearungjess  mysteries  of  Whitewater." 

Kendall  and  Sherburne  also  de- 
serted Hnber  as  deeply  shaken  and  up- 
set after  finding  the  records.  Sherburne 
san  n  a  deposroon  with  committee  law- 
yer! that  "Ms.  Huber  sad  to  me  that 
she  was  really  upset  and  she  just  dxtn  t 
know  if  she  had  done  the  right  [lung. 


JANC  SHERBURNE 

. . .  ttstifUs  abend  discovery  of  records 

And  I  said.  "What  do  you  mean  by  that.1' 
And  she  sail.  1  didn't  know  what  to  do 
when  I  found  these  today  and  mas-be  I 
should  have  just  thrown  them  out.'  And 
I  said  . . .  7ou  did  the  right  thing.' ' 

Also  yesterday,  the  committee  re- 
leased the  two-year-old  handwritten 
meetmg  notes  of  former  White  House 
communications  director  Mark  Gearan. 
reflecting  the  intense  damage-control 
efforts  to  contain  the  Whitewater  story, 
which  stemmed  from  the  CSatons'  part- 
nership in  a  real  estate  venture  with  the 
owner  of  Madison  Guaranty. 

At  the  meetmg.  White  House  aides 
had  discussed  sending  someone  to  Ar- 
kansas to  talk  to  Beverly  Basset:  Schaf- 
fer,  the  former  state  securities  coirum- 
Boner  who  had  pubbdy  insisted  that  she 
felt  no  pobtkal  pressure  to  act  in  wavs 
that  would  benefit  Madison  despite  Hil- 
lary Canton's  role  in  representing  the 
thrift  before  her  agency.  They  deeded 
against  it  after  deputy  duef  of  staff  Har- 
old Ickes  said  he  feared  such  a  move 
was  bound  to  "come  out*  pubbdy. 

Staff  writer  Bill  McAllister 
contributed  Us  this  report. 

FOR  MOKE  INFORMATION  <=*9 
To  read  a  chronology  of  WTii//  KUtft 
events,  set  Digital  Ink.  The  Past't 
online  srmcr  To  learn  atett! 
Digital  Ink.  call  202-Zt*-iTHj 
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INVESTIGATION  OF  WHITEWATER 

DEVELOPMENT  CORPORATION 

AND  RELATED  MATTERS 


THURSDAY,  FEBRUARY  15,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  10:10  a.m.,  in  room  216  of  the  Hart  Sen- 
ate Office  Building,  Senator  Alfonse  M.  D'Amato  (Chairman  of  the 
Committee)  presiding. 

OPENING  COMMENTS  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  The  Committee  will  come  to  order. 

We  have  a  procedure  that  the  Majority  and  the  Minority  both 
have  agreed  to  in  order  to  expedite  the  hearings,  and  cut  down  on 
the  number  of  witnesses  and  the  number  of  depositions. 

We  have  agreed  to  a  procedure  for  narrowing  down  the  number 
of  people  who  may  have  had  or  possibly  could  have  had  access  to 
the  Book  Room  where  Ms.  Huber  found  the  billing  records.  We 
have,  by  way  of  that  agreement,  issued  interrogatories  to  assist  the 
Committee  in  determining  if  any  of  the  people  who  may  have  had 
access  indeed  saw  them,  had  access  to  them,  knows  of  anyone  who 
may  have  had  them,  knows  how  they  got  there. 

This  will  speed  up  the  work  of  the  Committee  and  help  us  find 
out  who  placed  the  billing  records  in  the  Book  Room.  I  haven't  de- 
cided whether  those  questions  should  be  released,  although  there 
is  nothing  secret  about  them. 

But  there  are  questions  such  as  whether  the  White  House  over- 
night guests  were  ever  in  the  room,  and  if  so,  who  or  what  did  they 
see,  did  any  of  the  guests  see,  handle  or  discuss  the  Rose  Law  Firm 
billing  records  while  in  the  White  House,  and  did  these  guests  see, 
handle  or  discuss  the  Rose  Law  Firm  billing  records  prior  to  their 
discovery  on  January  4th. 

As  I  said,  these  interrogatories  were  prepared  and  sent  out  last 
evening.  I  think  there  were  38,  and  we  won't  disclose  names  at  this 
time  because  I  think  it  would  just  create  some  unnecessary  specu- 
lation. Nothing  should  be  attributed  to  the  fact  that  we  sent  out 
interrogatories — these  people  were  in  the  White  House  during  this 
period  of  time.  So  it  is  an  effort  to,  again,  narrow  and  determine 
if  they  have  any  knowledge  with  respect  to  the  billing  records. 

(1709) 
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The  Majority  and  the  Minority  both  agreed.  It  is  a  housekeeping 
detail,  and  I  thought  that  I  would  share  it  with  you. 

Now  that  Senator  Sarbanes  is  here,  I  think  we  can  proceed.  Mr. 
Gearan,  do  you  have  any  statement  that  you  would  like  to  make 
for  the  record? 

SWORN  TESTIMONY  OF  MARK  D.  GEARAN 

DIRECTOR,  PEACE  CORPS 

FORMER  WHITE  HOUSE  DIRECTOR  OF  COMMUNICATIONS 

Mr.  Gearan.  Mr.  Chairman,  I  do  not.  I  am  here  to  answer  any 
questions  you  may  have. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Mr.  Gearan,  do  you  have  before  you  a  set  of  documents  with  the 
Bates  numbers  S  20564  through  S  20585?  Do  you  have  those? 

Mr.  Gearan.  Yes,  just  1  minute,  Mr.  Chertoff.  These  were  just 
given  to  me.  Are  they  all  together  here,  S  20564  through? 

Mr.  Chertoff.  Through  S  20585. 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  And  these  are  your  handwritten  notes  with  the 
redactions? 

Mr.  Gearan.  If  these  are  the  notes  I  had  at  my  deposition  Mon- 
day evening,  these  are  all  my  notes,  yes. 

Mr.  Chertoff.  They  are  in  your  handwriting? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  When  did  you  first  turn  them  over  to  the  White 
House  or  to  the  Senate? 

Mr.  Gearan.  Well,  they  were  turned  over  by  the  White  House. 
My  understanding,  they  were  turned  over  by  the  White  House  to 
the  Senate  Committee. 

Mr.  Chertoff.  When  did  you  turn  them  over  to  the  White 
House? 

Mr.  Gearan.  I  turned  them  over  to  the  White  House  on  the  31st 
of  January. 

Mr.  Chertoff.  Of  what  year? 

Mr.  Gearan.  This  year,  sir. 

Mr.  Chertoff.  They  were  not  turned  over  in  1994  to  the  White 
House? 

Mr.  Gearan.  Correct,  sir. 

Mr.  Chertoff.  They  were  not  turned  over  in  1995  to  the  White 
House? 

Mr.  Gearan.  Not  until  January  31. 

Mr.  Chertoff.  They  were  not  turned  over  in  1994  to  the  White 
House? 

Mr.  Gearan.  No,  they  were  not. 

Mr.  Chertoff.  Were  they  turned  over  in  1995? 

Mr.  Gearan.  Yes,  sir — I  am  sorry,  1996,  correct. 

Mr.  Chertoff.  Listen.  They  were  not  turned  over  in  1994;  right? 

Mr.  Gearan.  Correct. 

Mr.  Chertoff.  They  were  not  turned  over  in  1995;  right? 

Mr.  Gearan.  If  I  might,  Mr.  Chertoff 

Mr.  Chertoff.  Please  Mr.  Gearan,  it  is  a  very  simple  question. 
Did  you  turn  these  notes  over  to  anyone  in  the  White  House  for 
production  to  anybody  in  1995,  yes  or  no? 
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Mr.  Gearan.  In  1995  these  were  in  the  White  House,  and  I  left 
the  White  House  in  August  1995. 

Mr.  Chertoff.  Where  were  they  in  the  White  House? 

Mr.  GEARAN.  They  were  in  my  office. 

Mr.  Chertoff.  Did  you  turn  them  over  to  anybody  who  was  re- 
sponsible to  produce  documents  to  the  Senate  or  to  the  Independ- 
ent Counsel,  or  to  any  other  investigative  body,  in  1995? 

Mr.  Gearan.  No,  I  did  not.  They  were  inadvertently  taken  to  my 
office  at  the  Peace  Corps. 

Mr.  Chertoff.  But  even  before  they  were  taken,  they  were  in 
your  office  in  the  White  House;  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  While  they  were  in  your  office  in  the  White 
House,  you  didn't  turn  them  over  to  anybody  for  purposes  of  mak- 
ing any  kind  of  production  to  any  investigative  body  or  agency;  is 
that  correct? 

Mr.  Gearan.  Mr.  Chertoff,  when  I  was  in  the  White  House,  for 
the  purposes  of  production  to  this  Committee  or  the  Independent 
Counsel  or  anyone,  that  production  was  responsive  to  the  individ- 
ual request  that  I  was  given  at  that  point  in  time. 

Mr.  Chertoff.  There  was  a  point  in  time  in  1994,  1995,  that  you 
looked  at  these  notes  and  you  made  a  decision  they  were  not  called 
for  by  any  request  for  production? 

Mr.  Gearan.  These  were  files  that  I  had  segregated  in  my  office 
for  the  purposes  of  the  relevant  authorities  that  were  looking  into 
this  matter.  And  I  did  not  produce  them  at  that  time  in  consulta- 
tion with  my  counsel  as  they  were  not  responsive. 

Mr.  Chertoff.  OK,  so  you  made  it  just — because  we  are — you 
raised  the  issue  of  inadvertence.  You  are  telling  us  sometime  in 
1984  and  1985  before  you  left  the  White  House 

Mr.  Gearan.  No,  1994. 

Mr.  Chertoff.  Listen  to  me,  Mr.  Gearan.  Sometime  during  the 
period  from  1984  until  you  left  the  White  House  in  1985,  did  you 
make  a  decision  about  these  particular  notes,  that  they  were  not 
responsive  to  any  requests  for  documents  from  any  investigative 
agency? 

Mr.  Gearan.  Assuming  you  mean  1994  instead  of  1984 

Mr.  Chertoff.  I'm  sorry,  1994  and  1995. 

Mr.  Gearan.  — during  that  period  of  time,  I  maintained  these 
files  in  the  Communications  Office,  and  they  were  at  that  point  not 
produced  as  they  were  not  responsive. 

Mr.  Chertoff.  In  other  words,  it  wasn't  that  you  didn't  look  at 
them,  you  looked  at  them  and  you  made  a  decision  in  1994  and 
1995  before  you  left  the  White  House  that  these  were  not  respon- 
sive to  a  request;  right? 

Mr.  Gearan.  I  don't  recall  looking  at  them,  to  be  honest,  but  they 
were  in  the  files  that  were  segregated,  yes. 

Mr.  Chertoff.  Segregated  for  purposes  of  being  looked  at  to 
make  productions  to  Grand  Juries  or  Senate  Committees  or  House 
Committees;  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  They  somehow  wound  up  going  with  you  to  the 
Peace  Corps? 

Mr.  Gearan.  Correct. 
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Mr.  Chertoff.  Who  packed  them  up? 

Mr.  Gearan.  My  staff  at  the  White  House. 

Mr.  Chertoff.  Most  of  these  notes  before  you  reflect  meetings 
that  occurred  during  the  period  from  January  4,  1994  through  Jan- 
uary 8,  1994;  correct,  except  for  the  last  few  pages? 

Mr.  Gearan.  Yes.  That's  that  period  of  time;  correct. 

Mr.  Chertoff.  During  that  period  of  time  there  were  daily  meet- 
ings about  Whitewater  that  you  attended? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  Were  there  any  meetings  later  in  January  about 
Whitewater? 

Mr.  Gearan.  I  don't  recall  any.  I  know  the  President  went  on  a 
foreign  trip  and  I  accompanied  him,  in  the  second  week,  I  believe, 
in  January. 

Mr.  Chertoff.  What  about  the  third  and  fourth  weeks,  did  you 
have  meetings  in  the  third  and  fourth  weeks  of  January,  like  you 
did  in  the  first  week  of  January? 

Mr.  Gearan.  I  don't  recall.  I  don't  have  any  notes  to  that  effect. 

Mr.  Chertoff.  Do  you  know  whether  there  were  any  notes  you 
have  that  haven't  been  produced? 

Mr.  Gearan.  No,  I  do  not. 

Mr.  Chertoff.  Now,  Mr.  Gearan,  this  meeting  on  January  4th, 
who  called  the  meeting? 

Mr.  Gearan.  I  don't  recall  who  called  the  meeting  as  my  notes 
indicate  it  was  in  Mr.  McLarty's  office^  but  I  don't  know  who  called 
the  meeting. 

Mr.  Chertoff.  Without  holding  you  to  everybody  who  was  there, 
you  were  there? 

Mr.  Gearan.  Correct. 

Mr.  Chertoff.  Mr.  McLarty  was  there? 

Mr.  Gearan.  At  this  meeting,  yes. 

Mr.  Chertoff.  Mr.  Eggleston  was  there? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  Mr.  Nussbaum  was  there? 

Mr.  Gearan.  I  believe  so. 

Mr.  Chertoff.  There  came  a  time  the  First  Lady  was  there? 

Mr.  Gearan.  At  this  meeting,  yes,  sir. 

Mr.  Chertoff.  How  did  she  come  to  be  at  the  meeting? 

Mr.  Gearan.  As  I  recall,  she  just  happened  into  Mr.  McLarty's 
office. 

Mr.  Chertoff.  Do  you  know  how  she  knew  there  was  a  meeting 
in  progress  about  Whitewater? 

Mr.  Gearan.  No,  I  do  not. 

Mr.  Chertoff.  I  want  to  take  you  through  some  of  the  notes  and 
it  will  take  awhile  to  go  through  all  of  them,  so  I  will  start  with 
some  of  the  highlights.  Would  you  agree  with  me  that  on  January 
4th,  one  of  the  topics  of  conversation  was  the  position  the  White 
House  ought  to  take  on  the  appointment  of  an  Independent  Coun- 
sel to  investigate  Whitewater? 

Mr.  Gearan.  Yes.  At  that  time,  there  had  been  considerable  edi- 
torial and  Congressional  commentary  and  requests  for  the  Presi- 
dent to  call  for  a  Special  Counsel. 

Mr.  Chertoff.  Everybody  in  that  room  as  of  January  4th  who 
participated  in  the  discussion  understood  that  there  was  an  ongo- 
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ing  Grand  Jury  investigation  in  Arkansas  that  included  focusing  on 
Whitewater  and  Madison;  isn't  that  correct? 

Mr.  Gearan.  That  is  what  my  notes  indicate.  Mr.  Eggleston,  at 
the  beginning,  summarized  the  circumstance. 

Mr.  Chertoff.  Mr.  Eggleston,  in  fact,  informed  everybody  who 
was  at  the  meeting,  at  that  point  in  time,  that  there  were  docu- 
ments which  were  in  the  possession  of  the  White  House  that  might 
have  relevance  to  the  Grand  Jury  for  investigation  of  either  Madi- 
son or  Whitewater;  correct? 

Mr.  Gearan.  I  don't  know,  Mr.  Chertoff,  that  that's  documents 
at  the  White  House.  I  would  read  that  documents  may  have  rele- 
vance for  investigation.  This  proceeded  immediately  after  the  Presi- 
dent turned  over  the  documents  to  the  Department  of  Justice  at 
the  end  of  December. 

Mr.  Chertoff.  He  was  referring  to  the  documents  that  had  been 
turned  over  at  the  end  of  December? 

Mr.  Gearan.  That's  how  I  would  read  that,  sir. 

Mr.  Chertoff.  So  there  was  an  understanding  that  there  was  an 
active  Grand  Jury  investigation  going  on  that  was  seeking  docu- 
ments and  that  was  examining  Madison  and  Whitewater;  correct? 

Mr.  Gearan.  Seeking  documents? 

Mr.  Chertoff.  It  was  understood  in  the  meeting  that  there  was 
an  active  Grand  Jury  investigation  going  on,  that  the  Grand  Jury 
was  obtaining  documents,  and  that  they  were  looking  at  the  issue 
of  Madison  and  Whitewater;  correct? 

Mr.  Gearan.  I  don't  know  that  it  was  understood  they  were  look- 
ing for  documents.  I  don't  recall  that  part. 

Mr.  Chertoff.  Well,  they  had  subpoenaed  documents. 

Mr.  Gearan.  I  don't  recollect  that  from  this  meeting,  sir. 

Mr.  Chertoff.  There  were  documents  that  had  been  turned  over 
that  were  relevant  to  the  Grand  Jury? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  I  can  see  you  are  not  going  to  want  to  move  too 
far  outside  the  notes,  but  the  notes  do  say  documents  may  have  rel- 
evance to  the  Grand  Jury;  right? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  Now  on  page  2,  somebody  says,  "Risk  of  AG  get- 
ting out  front  in  naming  a  counsel  before  White  House  leadership." 
Is  that  a  correct  reading  of  the  top  of  that  page? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  Who  said  that? 

Mr.  Gearan.  My  notes  would  seem  to  indicate  it  was  Joel  Klein 
because  there  is  not  any  notation  otherwise,  but  I  can't  recall. 

Mr.  Chertoff.  And 

Mr.  Gearan.  From  the  previous  page. 

Mr.  Chertoff.  Right,  and  then  down  the  page,  almost  at  the  end 
on  page  2,  there  is  a  DG.  Is  that  David  Gergen? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  He  says,  "Independent  Counsel  operates  differ- 
ently than  criminal  prosecutor.  They  take  on  a  life  of  their  own." 
Is  that  a  correct  reading? 

Mr.  Gearan.  Yes,  it  is. 

Mr.  Chertoff.  Am  I  correct  that  the  concern  was  that  an  Inde- 
pendent Counsel  could  pursue  matters,  so  to  speak,  without  control 
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by  anybody  else,  like  the  Attorney  General,  or  anybody  in  the  Ad- 
ministration? 

Mr.  Gearan.  No,  Mr.  Chertoff.  I  don't  recall  it  as  a  matter  of  con- 
trol. It  was  a  matter  that  it  tends  to  go  on  for  a  long  period  of  time. 
There  was  a  concern  about  both  the  duration  of  some  Independent 
Counsels  in  the  past,  as  well  as  the  digression  from  its  original 
charge. 

Mr.  Chertoff.  You  mean  the  scope;  there  was  concern  about  the 
scope? 

Mr.  Gearan.  I  don't  know  if  there  was  concern  relevant  to  this 
specific  matter  as  much  as  a  historical  review  of  these  meetings 
evidenced  from  the  Counsel's  Office  of  what  has  happened  in  past 
Special  Counsels  or  past  Independent  Counsels. 

Mr.  Chertoff.  Mr.  Gearan,  you  were  not  meeting  for  the  pur- 
pose of  having  a  historical  discussion  about  the  institution  of  the 
Independent  Counsel,  were  you?  You  were  meeting  with  respect  to 
a  decision  that  had  to  be  made  about  the  position  the  White  House 
would  take  on  requesting  an  Independent  Counsel;  correct? 

Mr.  Gearan.  Correct;  but  in  that  discussion,  a  historical  review 
of  past  counsels  was  observed. 

Mr.  CHERTOFF.  The  particular  concern  was  the  duration  and 
scope;  right? 

Mr.  Gearan.  Those  were  the  points  that  were  mentioned,  yes. 

Mr.  Chertoff.  Mrs.  Clinton  comes  in;  right?  This  is  on  page  3. 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  It  says,  "Looks  like  a  meeting  I  might  be  inter- 
ested in."  Is  that  right? 

Mr.  Gearan.  That's  right. 

Mr.  Chertoff.  Then  she  stayed  for  about  10  or  15  minutes? 

Mr.  Gearan.  That's  my  recollection,  yes. 

Mr.  Chertoff.  Your  note  taking  at  this  point  stops,  except  for 
the  comment,  "Watergate  Committee"? 

Mr.  Gearan.  Right. 

Mr.  Chertoff.  What  did  Mrs.  Clinton  say  about  the  Watergate 
Committee? 

Mr.  Gearan.  As  I  recall  the  conversation,  Mrs.  Clinton  was  dis- 
tinguishing her  service  as  a  member  of  the  Watergate  Committee 
on  the  staff  with  the  present  context,  and  their  disagreement  with 
the  calls  for  a  Special  Counsel  were  well  reported  in  the  press. 
What  I've  tried  to  help  the  Committee  with,  and  that  is,  that  they 
did  not  feel — she  did  not  feel  there  was  any  wrongdoing  on  their 
part,  or  that  she  was  aware  of,  and  that  the  particular  standard 
for  past  Independent  Counsels  had  not  been  established  in  this  in- 
stance. And  she  was  distinguishing  the  difference  in  the  instance 
of  the  Watergate  matter. 

Mr.  Chertoff.  Where  is  all  that  in  the  notes? 

Mr.  Gearan.  It  is  not,  sir;  that's  my  recollection. 

Mr.  Chertoff.  Is  there  some  reason  you  didn't  take  notes  when 
the  First  Lady  came  in,  except  to  make  the  reference  to  Watergate 
Committee? 

Mr.  Gearan.  I  guess  my  only  point  that  I  could  assist  you  with 
is  I  found  the  discussion  very  interesting  and  I  was  listening  in- 
tently to  the  conversation. 
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Mr.  Chertoff.  So  at  this  point  it  got  so  interesting  you  forgot 
to  write  it  down;  is  that  what  you  are  telling  us? 

Mr.  Gearan.  Well,  I  think  at  this  point  I  was  listening  quite  in- 
tently to  the  First  Lady,  yes. 

Mr.  Chertoff.  Now  the  next  day,  which  is  on  the  next  page,  the 
discussion  continues;  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  Bernie  Nussbaum  has  a  fairly  extended  conversa- 
tion on  his  views  about  the  Independent  Counsel;  right? 

Mr.  Gearan.  That's  right. 

Mr.  Chertoff.  He  was  adamantly  opposed  to  it;  right? 

Mr.  Gearan.  Yes,  sir. 

Mr.  Chertoff.  Did  you  know,  as  of  the  5th  of  January,  that  2 
months  earlier  Mr.  Nussbaum  had  met  with  private  attorneys  for 
the  Clintons,  Mr.  Kendall  and  other  attorneys,  essentially  having 
a  kind  of  a  joint  defense  meeting  with  respect  to  the  Whitewater 
matters? 

Mr.  Gearan.  No,  I  am  not  aware  of  that. 

Mr.  Chertoff.  So  he  didn't  enlighten  anybody  on  the  5th  of  Jan- 
uary that  almost  exactly  2  months  earlier,  on  the  5th  of  November, 
he  had  sat  down  with  Mr.  Engelberg,  Mr.  Lyons,  and  Mr.  Kendall 
to  have  a  discussion  about  Whitewater  and  Madison,  and  various 
issues  relating  to  the  investigations  that  might  impact  on  the  Clin- 
tons; he  didn't  bring  that  up  at  the  meeting,  did  he? 

Mr.  Gearan.  That  is  not  my — I  don't  recall,  no,  sir. 

Mr.  Chertoff.  But  he  did  adamantly  oppose  an  Independent 
Counsel  at  the  meeting? 

Mr.  Gearan.  Correct. 

Mr.  Chertoff.  He  said,  this  is  the  second  entry,  "If  appoint  out- 
side as  counsel  or  prosecutor,  subject  to  no  control  and  come  in 
with  desire  to  get  someone."  Is  that  what  he  said? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  He  raised  the  issue  of  an  Independent  Counsel 
not  being  subject  to  control;  correct? 

Mr.  Gearan.  His  argument,  as  I  recall  from  the  time,  was  that 
an  Independent  Counsel  or  a  Special  Counsel  at  this  point  was 
somewhat  of  an  unguided  missile. 

Mr.  Chertoff.  Meaning  they  couldn't  be  controlled? 

Mr.  Gearan.  No. 

Mr.  Chertoff.  Does  the  word  "no  control"  appear  in  your  notes, 
Mr.  Gearan? 

Mr.  Gearan.  It  does,  sir,  but  I  think,  as  I  recall  the  conversation, 
it  was  a  circumstance  where  he  was,  as  these  outlines  later,  it 
tends  to  go  on  and  on,  both  for  the  duration  of  it  and  for  the  con- 
text of  it. 

Mr.  Chertoff.  And  the  scope  of  it;  right? 

Mr.  Gearan.  Right;  and  then  he  outlines,  on  the  bottom  of  that 
page,  past  instances 

Mr.  Chertoff.  I  understand  there  are  things  you  want  to  say 
but  you  will  have  to  follow  with  my  questions. 

So  Mr.  Nussbaum  raises  the  issue  of  no  control  over  an  Inde- 
pendent Counsel,  and  then  he  basically  outlines  two  possible  sce- 
narios; right,  that  could  come  about.  Under  one  scenario,  you  have 
what  he  calls  a  good-hearted  Nussbaum  who  is  appointed.  So  I 


1716 

guess  that  was  kind  of  the  wish  to  have  a  good-hearted  Bernie 
Nussbaum  appointed  to  be  the  Independent  Counsel,  who  would 
worry  about  how  he  goes  back  to  New  York  City  and  doesn't  indict 
anyone,  and  then  after  3  years  he  writes  a  report.  That's  the  good 
scenario.  Then  the  bad  scenario  is  the  bad-hearted  guy — it  says, 
"Bad-hearted  guy  goes  in  and  decides  a  smell  of  corruption  and  can 
show  some  things  of  those  people  close  around  principal."  Now  the 
principal  here  refers  to  the  President? 

Mr.  Gearan.  I  think  the  principal,  any  principal  that  was  being 
investigated. 

Mr.  Chertoff.  But  here  the  focus  is  on  a  particular  issue  involv- 
ing Whitewater,  you  understood  the  principal  here  to  be  the  Presi- 
dent? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  What  Mr.  Nussbaum  is  saying  here  is  that  the 
bad-hearted  Independent  Counsel  smells  some  corruption  and  can 
show  there  are  some  things  involving  people  close  around  the  prin- 
cipal. That  was  the  bad  scenario? 

Mr.  Gearan.  That's  his  view  of  the  two  types  of  people  that  could 
be  an  Independent  Counsel,  and  I  recall  his — the  context  or  his 
view  is  that  if  you  had  someone,  in  his  words  the  bad-hearted  coun- 
sel, it  would  be  very  difficult  and  they  would  be  embarrassed  of 
going  back  without  having  charged  someone. 

Mr.  Chertoff.  No,  that  was  the  good-hearted  Nussbaum.  That's 
the  earlier  paragraph.  The  good-hearted  Nussbaum  would  worry 
about  going  back  without  indicting  someone.  I  am  now  on  the  bad- 
hearted  one.  The  bad-hearted  guy  actually  smells  corruption;  right? 
Is  that  right?  Is  that  what  it  says? 

Mr.  Gearan.  That's  what  it  says. 

Mr.  Chertoff.  Then  "can  show  some  things  of  those  people  close 
around  principal."  Did  Mr.  Nussbaum  elaborate  on  the  kinds  of 
things  that  this  bad-hearted  prosecutor  could  show  involving  people 
close  around  the  principal? 

Mr.  Gearan.  No,  he  did  not.  It  was  just  his  very  affirmative  ar- 
gument against  an  Independent  Counsel.  Because  of  its,  as  I  have 
said  previously,  its  duration,  its  digression,  that  there  are  past  in- 
stances where  it  went  beyond  perhaps  what  some  people  thought 
about  it.  I  am  certainly  aware,  I  have  been  in  Washington  for  a  bit, 
that  there  is  some  controversy  associated  with 

Mr.  Chertoff.  Mr.  Gearan,  please  stay  on  the  questions  I  ask 
you.  My  question  is  very  specific.  When  he  raised  the  fact  that  the 
bad-hearted  prosecutor  might  detect  a  smell  of  corruption  and  can 
show  some  things  of  those  people  close  around  the  principal,  mean- 
ing the  President,  did  you  react  to  that  in  some  way?  Did  you  ask 
questions  about  what  people  are  we  talking  about  here?  What  is 
the  concern? 

Mr.  Gearan.  Mr.  Chertoff,  I  never  heard  it  as  an  individual  con- 
cern with  any  factual  basis  to  this  matter.  It  was  a  hypothetical 
about  the  two  different  types  of  counsels  or  Special  Counsels  that 
could  be  named.  It  was  more  of  a  generic  discussion  as  I  heard  it 
and  recalled  it. 

Mr.  Chertoff.  All  right.  Now  after  this  discussion  of  the  two 
scenarios,  the  two  possibilities,  the  good-hearted  prosecutor  goes 
back  and  defends  his  decision  not  to  indict  and  the  bad-hearted  one 
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who  smells  corruption  can  show  some  things,  then  there  is  a  dis- 
cussion of  past  Independent  Counsels.  It  concludes,  on  the  top  of 
page  3,  with  an  entry  from  Mack.  That  would  be  Mack  McLarty; 
is  that  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  He  says,  "Let's  get  off  whether  we  will  have  Spe- 
cial Prosecutor  or  Counsel.  HRC  and  BC  don't  want  it,  discuss 
where  we  go  from  here."  Was  it  your  understanding  that  Mr. 
McLarty  was  telling  you  that  as  of  the  4th  of  January  the  First 
Lady  and  the  President  both  had  decided  they  didn't  want  an  Inde- 
pendent Counsel? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  Was  it  your  understanding  that  the  decision  was 
in  part  up  to  the  First  Lady? 

Mr.  Gearan.  No. 

Mr.  Chertoff.  Wasn't  there  a  point  in  time,  within  a  couple  of 
days,  that  there  was  a  specific  discussion  about  whether  the  First 
Lady  could  be  persuaded  to  approve  the  appointment  of  an  Inde- 
pendent Counsel? 

Mr.  Gearan.  There  are  notes  reflecting  that,  yes. 

Mr.  Chertoff.  We  will  skip  ahead  while  we  are  on  the  subject. 
Those  notes,  if  we  skip  ahead  to  page  S  20578,  this  is  on  the  7th 
of  January,  where  Mr.  Ickes  says,  "To  try  to  reopen  it  with  us,  im- 
possible, POTUS  can't,  staff  can't,  Christopher  to  talk  to  FLOTUS, 
Bob  Barnett."  FLOTUS  is  the  First  Lady  of  the  United  States;  is 
that  correct? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  POTUS  is  the  President  of  the  United  States? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  What  Mr.  Ickes  told  you  on  the  7th  was  that  the 
President  and  the  staff  had  been  unsuccessful  in  getting  the  First 
Lady  to  change  her  mind  about  the  Independent  Counsel  appoint- 
ment; right? 

Mr.  Gearan.  I  don't  know,  "unsuccessful,"  but 

Mr.  Chertoff.  They  found  it  impossible? 

Mr.  Gearan.  To  reopen  it,  that  she  was  opposed  to  it,  yes. 

Mr.  Chertoff.  Let's  make  sure  it  is  absolutely  clear.  On  the  7th 
of  January,  Mr.  Ickes  told  you  and  the  others  at  the  meeting  that 
the  First  Lady  was  adamantly  opposed  to  an  Independent  Counsel; 
is  that  correct? 

Mr.  Gearan.  He  doesn't  say  "adamantly,"  but  that's  my  recollec- 
tion, sir. 

Mr.  Chertoff.  That's  your  recollection.  That  it  would  be  impos- 
sible to  reopen  it  with  the  First  Lady;  right? 

Mr.  Gearan.  That's  what  my  notes  reflect. 

Mr.  Chertoff.  That's  what  happened;  right?  Because  you  didn't 
lie  to  your  notes;  right?  You  kept  an  accurate  record? 

Mr.  Gearan.  I  did. 

Mr.  Chertoff.  He  said  the  POTUS  can't,  the  President  of  the 
United  States  couldn't  get  the  First  Lady  to  change  her  mind  on 
this;  right? 

Mr.  Gearan.  That's  what  my  notes  are  saying. 

Mr.  Chertoff.  The  staff  couldn't  do  it;  is  that  right? 
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The  Chairman.  Mr.  Gearan,  let  me  ask  you  one  thing.  You  keep 
saying,  "That  is  what  my  notes  say."  Are  you  telling  us  you  have 
no  recollection  of  this?  The  Deputy  Chief  of  Staff  comes  in,  this  is 
like  the  third  or  fourth  in  a  series  of  meetings,  this  is  not  just  any- 
thing. And  you  are  telling  us  that  you  don't  recall  Mr.  Ickes  saying 
that  the  First  Lady  will  not  change  her  mind  as  it  relates  to  a  Spe- 
cial Prosecutor,  the  President  of  the  United  States  cannot  get  Mrs. 
Clinton  to  change  her  mind?  Now,  you  are  telling  us  you  cannot  re- 
member that?  Your  notes  say  it. 

Mr.  Gearan.  Senator 

The  Chairman.  I  mean,  that  is  such  an  inconsequential  matter 
that  you  wouldn't  recall  it? 

Mr.  Gearan.  Senator,  I  guess  what  I  am  suggesting  is,  I  was 
aware  this  week  that  there  was  an  internal  discussion  within  the 
White  House  of  whether  we  should  have  one  or  not.  It  had  been 
well  reported,  I  think 

Mr.  Chertoff.  I  don't  want  to  know  about  the  press- 


Mr.  Gearan.  To  answer  the  Chairman's  question,  I  am  not  cer- 
tain that  this  is  the  first  time. 

The  Chairman.  The  question  is  whether  you  recall  Mr.  Ickes  say- 
ing this.  To  indicate  that's  what  your  notes  say  is  not  responsive. 
When  you  respond  in  that  manner,  you  lose  credibility.  You  prom- 
ised to  tell  the  truth  and  the  whole  truth,  and  I  don't  believe  that 
you  are  being  responsive  when  you  tell  us,  "That's  what  my  notes 
say."  We  know  your  notes  say  that  and  we  are  asking  you  an  im- 
portant question  about  a  meeting,  it  wasn't  just  one  meeting,  it 
wasn't  a  casual  meeting,  the  First  Lady  was  present,  and  there 
were  a  series  of  meetings.  And  your  only  response  is,  "That's  what 
my  notes  say."  You  didn't  lie  to  your  notes,  your  notes  don't  lie,  and 
we  are  asking  you  to  assist  the  Committee  by  giving  us  informa- 
tion. Did  Mr.  Ickes  come  in  and  say  this? 

Mr.  Gearan.  Senator 

The  Chairman.  You  have  no  independent  recollection  beyond  the 
notes? 

Mr.  Gearan.  Senator,  I  have  tried  my  very  best  in  this  Com- 
mittee  


Mr.  Chertoff.  All  right,  Mr.  Gearan 

Mr.  Gearan.  If  I  might,  Mr.  Chertoff — to  present  in  deposition, 
the  best  I  can,  to  recollect  my  recollections  of  this  period  of  time. 
It  did  not — and  I  am  not  sure  this  is  the  first  time  in  the  history 
of  this  planet  that  a  husband  and  wife  have  disagreed  on  some- 
thing. 

The  Chairman.  I  didn't  ask  you  that,  Mr.  Gearan.  It  has  nothing 
to  do  with  whether  this  was  the  first  time  in  history  spouses  dis- 
agreed. Do  you  recall  this  conversation?  This  was  a  report  made  by 
the  Deputy  Chief.  We  asked  you,  do  you  recall  this?  And  you  said, 
"That's  what  my  notes  say."  That's  nonresponsive. 

Mr.  Chertoff.  Mr.  Gearan,  you  are  not  suggesting  this  was  a 
garden  variety  dispute  between  a  husband  and  wife,  are  you?  This 
was  about  whether  an  Independent  Counsel  gets  appointed;  right? 

Mr.  Gearan.  Correct. 

Mr.  Chertoff.  This  is  not  an  insignificant  matter;  right? 

Mr.  Gearan.  No,  I  would  not 
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Mr.  Chertoff.  Now,  I  want  to  ask  you  whether  you  recall  this 
conversation  in  which  the  Deputy  Chief  of  Staff — and  by  the  way, 
Mr.  Ickes  was  one  of  the  people  who  was  tasked  or  was  supposed 
to  be  responsible  for  managing  Whitewater;  right? 

Mr.  Gearan.  That's  correct,  at  this  point  in  time. 

Mr.  Chertoff.  He  says  to  you,  with  respect  to  this  very  conten- 
tious issue  and  public  issue,  that  the  President  finds  it  impossible 
to  reopen  with  the  First  Lady  the  possibility  of  appointing  an  Inde- 
pendent Counsel;  isn't  that  correct? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  Didn't  you  find  that  remarkable  and  memorable? 
Whose  decision  was  it  to  appoint 

Mr.  Gearan.  Mr.  Chertoff,  the  best  I  can  help  you  with,  and  the 
Members  of  this  Committee,  is  my  best  honest  recollection.  And 
that's  what  I  am  trying  to  do. 

Mr.  Chertoff.  Whose  decision  was  it  about  whether  to  ask  for 
an  Independent  Counsel?  Who  had  the  final  say  on  it? 

Mr.  Gearan.  I  do  not  know  the  answer  to  that.  I  know  the  Presi- 
dent called  for  it.  I  mean,  I  was  not  present  in  a  conversation  with 
the  President  and  Mrs.  Clinton. 

Mr.  Chertoff.  As  you  go  to  the  bottom  of  the  page,  since  we  are 
on  the  7th,  there  is  a  portion  that's  redacted.  And  I  just  want  to 
state  for  the  record,  we  have  agreed  with  the  White  House  that  the 
portions  that  are  redacted  relate  either  to  discussions  about  the 
press  or  other  things  that  are  extraneous.  But  down  here  at  this 
meeting,  Mr.  Nussbaum  speaks  up  and  says,  "Indictments  will  be 
Betsey  Wright."  Do  you  remember  that? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  Now  this  was  Mr.  Nussbaum  discussing  kind  of 
the  worst  case  scenario  that  might  come  out;  right?  Is  that  right, 
if  there  was  an  Independent  Counsel? 

Mr.  Gearan.  No.  Mr.  Chertoff,  I  think  I  owe  it  to  Betsey  Wright 
and  to  the  Members  of  this  Committee  to  say  that  at  no  time  was 
I  present  in  any  conversation  where  Mr.  Nussbaum  suggested  that 
there  is  any  basis  for  Ms.  Wright  to  be  charged  with  anything  like 
this.  He  was  using  this  as  an  extreme  example  of  someone  who 
would  be  shot  by  the  unguided  missile,  if  you  will.  That  this  would 
be  an  extreme  example  of  an  unwarranted  prosecution. 

Mr.  Chertoff.  Where  does  it  say  that  in  the  notes? 

Mr.  Gearan.  It  does  not  but  that  is  the  flavor  of  that  remark  as 
I  recall  it. 

Mr.  Chertoff.  Out  of  all  the  people  in  the  world  he  picked  to 
show  an  extreme  example,  he  didn't  pick  you,  he  didn't  say  well, 
an  unguided  missile  could  indict  Mark  Gearan,  did  he?  He  did  not 
say  that;  right? 

Mr.  Gearan.  He  did  not  say  that,  no. 

Mr.  Chertoff.  He  didn't  talk  about  indicting  Donald  Duck? 

Mr.  Gearan.  I  don't  recall  that. 

Mr.  Chertoff.  Or  a  ham  sandwich? 

Mr.  Gearan.  No,  sir. 

Mr.  Chertoff.  But  he  did  mention  Betsey  Wright;  is  that  right? 

Mr.  Gearan.  Yes,  that's  right. 

Mr.  Chertoff.  And  your  testimony  is  that  you  took  that  as  just 
an  extreme  example,  pulled  out  of  thin  air;  is  that  it? 
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Mr.  Gearan.  What  I  am  suggesting  is,  he  gave  no  basis  to  say 
that  there  was  any  factual  basis  that  she  would  be  charged  with 
anything.  Mr.  Nussbaum's  entire  argument,  as  we  reviewed  in  the 
earlier  notes,  is  that  the  kind  of  range  and  duration  and  digression 
of  an  Independent  Counsel,  and  the  unguided  missile 

Mr.  Chertoff.  That  it  couldn't  be  controlled.  "Unguided"  mean- 
ing uncontrolled;  right? 

Mr.  Gearan.  I  do  not  recall  that  way  in  the  control  sense  you 
suggest. 

Mr.  Chertoff.  From  the  conversation,  Mr.  Gearan,  you  have 
talked  about  an  Independent  Counsel  as  an  unguided  missile. 
What  would  be  an  example  of  a  guided  missile,  and  who  would  be 
guiding?  Did  that  come  up  in  the  conversation? 

Mr.  Gearan.  No,  it  did  not.  I  don't  recall  that. 

Mr.  Chertoff.  Let's  go  back  to  the  notes.  We  were  on  January 
5th;  page  20569.  It's  the  third  page  of  this  meeting  on  the  5th. 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  This  is  after  Mr.  McLarty  indicates  that  the  First 
Lady  and  the  President  don't  want  an  Independent  Counsel.  Then 
there  is  some  further  discussion  about  the  possibility  of  preparing 
some  kind  of  a  white  paper  or  some  kind  of  a  report;  right? 

Mr.  Gearan.  That's  right. 

Mr.  Chertoff.  And  Mr.  McLarty  suggested  like  the  Travel  Office 
Report? 

Mr.  Gearan.  That's  right. 

Mr.  Chertoff.  The  Travel  Office  Report  was  an  internal  review 
that  had  been  done  of  the  Travel  Office,  or  Travelgate  matter,  the 
previous  year;  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  Now  that  was  something  that  was  done  in-house; 
is  that  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  That  was  Mr.  McLarty's  suggestion;  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  Then  Mr.  Ickes  goes  on  to  say 

Mr.  Gearan.  If  I  might,  sir,  I  do  not  know  that  it  was  his  sugges- 
tion, but  that's  his  observation,  that  it  would  be  similar  to  it.  I 
don't  know  that  he 

Mr.  Chertoff.  Then  Mr.  Ickes  goes  on  to  say,  "Discussion  of 
counsel  is  the  biggest  [expletive  deleted]  waste  of  time."  Right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  That's  because  at  this  point  in  time  he  under- 
stood or  you  understood  the  First  Lady  and  the  President  had  said 
no  to  it;  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  On  the  next  page,  page  4,  Mr.  Kendall  says,  "In 
a  couple  of  hours — drafts  of  Q&A's  they  need  to  be  approved  by 
Kendall  and  HRC."  These  would  be  Q&A's  for  public  consumption 
on  the  issue  of  Whitewater? 

Mr.  Gearan.  Mr.  Chertoff,  that's  Mr.  Klein,  not  Mr. 

Mr.  Chertoff.  I'm  sorry,  Mr.  Klein. 

Mr.  Gearan.  They  are  Q&A's,  yes,  that  would  be  drafted  on  the 
subject  matter;  correct. 


the 


1721 

Mr.  Chertoff.  The  idea  was  to  have  them  personally  approved 
not  only  by  Mr.  Kendall  but  by  Mrs.  Clinton  herself;  right? 

Mr.  Gearan.  That's  what  my  notes  reflect,  yes. 

Mr.  Chertoff.  What  was  the  reason  for  that,  for  Mrs.  Clinton 
to  be  involved  in  reviewing  these  Q&A's? 

Mr.  Gearan.  I  assume  because  it  involved  matters  associated 
with  her  law  practice. 

Mr.  Chertoff.  Because  it  involved  matters  associated  with  her 
law  practice? 

Mr.  Gearan.  The  issue  was  the — I  believe  at  the  time  the  center- 
piece of  the  issue  in  the  press  at  the  time  was  the  preferred  treat- 
ment for  Madison  Guaranty. 

Mr.  Chertoff.  You  mean  her  possible  discussions  with  Beverly 
Bassett  Schaffer? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  And  you  understood  at  this  point  in  time  that  in- 
volved the  question  of  what  she  did  in  her  law  practice;  right? 

Mr.  Gearan.  Correct. 

Mr.  Chertoff.  So  that  the  decision  was  she  would  take  a  per- 
sonal role  in  reviewing  the  Q&A's  on  this  particular  matter;  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  So  it  is  fair  to  say  with  respect  to  this  set  of 
meetings,  one  of  the  focuses  of  the  meetings  was  this  particular 
issue  of  Mrs.  Clinton's  law  practice  and  how  it  related  to  Beverly 
Bassett  Schaffer  and  Madison  Guaranty  Savings  &  Loan;  correct? 

Mr.  Gearan.  Mr.  Chertoff,  the  focus  of  the  meeting  is — it  was  a 
procedural  meeting  of  what  we  do  from  here.  There  was  not,  as  I 
recall,  any  discussion  of  the  substance  of  her  representation  or 
Madison  Guaranty.  It  was  where  do  we  go  from  here  in  terms  of 
providing  these  Q&A's. 

Mr.  Chertoff.  But  the  reason  she  had  to  be  involved  was  be- 
cause you  understood  that  a  particular  area  of  concern  for  her  was 
her  law  practice  and  this  issue  involving  Beverly  Bassett  Schaffer, 
and  any  contacts  between  Mrs.  Clinton  and  Ms.  Schaffer? 

Mr.  Gearan.  Mr.  Chertoff,  I  don't  know  that  that  was  a  concern 
to  her.  I  do  know  that  we  were  trying  to  work  very  hard  in  this 
period  to  make  sure  that  we  were  presenting  accurate  materials 
out  of  the  White  House,  and  if  we  were  preparing  Q&A's  or  chro- 
nologies or  any  of  the  other  materials,  that  it  be  accurate  so  the 
White  House  would  not  misstate  any  facts  in  any  statements  we 
would  release. 

Mr.  Chertoff.  We  are  going  to  get  to  Beverly  Bassett  Schaffer 
when  we  come  back  to  this,  but  let  me  leave  you  with  this  question, 
because  I  am  sure  we  are  going  to  hear  from  you  that  one  of  the 
important  things  here  was  to  get  all  the  facts  out  into  the  public. 
Isn't  it  a  fact  though  that  you  understood,  and  there  was  discussion 
at  these  meetings,  that  Mr.  Kendall  had  negotiated  a  subpoena 
with  the  Department  of  Justice  in  December  to  turn  the  documents 
over,  precisely  in  order  to  keep  those  documents  out  of  public  scru- 
tiny, so  they  couldn't  be  put  out  to  the  public? 

Mr.  Gearan.  I  understood  it  at  the  time  that  it  was  a  question 
of  confidentiality. 

Mr.  Chertoff.  Meaning  confidentiality  from  the  public? 
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Mr.  Gearan.  Correct,  that  the  materials  would  be  preserved  and 
given  to  the  investigators  directly. 

Mr.  Chertoff.  So  there  was  no  notion  with  respect  to  those  doc- 
uments of  making  them  public  at  that  time? 

Mr.  Gearan.  Correct. 

Mr.  Chertoff.  I  see  my  time  is  up. 

The  Chairman.  Senator  Sarbanes. 

OPENING  COMMENT  OF  SENATOR  PAUL  S.  SARBANES 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Good  morning,  Mr.  Gearan. 

Mr.  Gearan.  Good  morning. 

Mr.  Ben-Veniste.  Let  me  start  with  the  issue  of  the  production 
of  the  documents  here  today.  And  if  you  have  something  to  add  to 
a  question  I  might  ask,  I  invite  you  to  finish  your  answer  and  to 
add  what  information  you  feel  is  pertinent  to  the  question. 

If  I  understand  you  correctly,  the  materials  were  indeed  reviewed 
at  some  point  with  respect  to  the  then-existing  requests  by  this 
Committee  for  material  relevant  to  the  hearings  we  were  undertak- 
ing last  summer.  Those  hearings  were  the  Foster  papers  matter 
and  contacts  with  the  Treasury  Department;  is  that  correct? 

Mr.  Gearan.  That's  correct. 

Mr.  Ben-Veniste.  When  those  documents  were  reviewed,  they 
were  reviewed  by  you  and  your  counsel? 

Mr.  Gearan.  That's  correct. 

Mr.  Ben-Veniste.  And  as  the  result  of  that  review,  it  was  deter- 
mined, if  I  understand  you  correctly,  that  nothing  in  the  notes  was 
relevant  to  the  requests  associated  with  those  areas  of  inquiry? 

Mr.  Gearan.  That's  correct. 

Mr.  Ben-Veniste.  Then  those  documents  were  put  aside  some- 
where, segregated? 

Mr.  Gearan.  Correct. 

Mr.  Ben-Veniste.  Now  tell  us  what  happened  after  that. 

Mr.  Gearan.  In  late  August,  when  I  left  the  White  House  to  take 
a  bit  of  a  vacation,  my  office  was  packed  up  by  staff  at  the  White 
House.  I  then  returned  from  my  vacation  and  went  directly  to  my 
job  as  the  Director  of  the  Peace  Corps.  During  the  course  of  this 
period  of  time,  it  was  my  intention,  certainly,  to  leave  the  docu- 
ments, because  I  understood  them  to  be  White  House  communica- 
tions files,  at  the  White  House.  That  was  certainly  my  intent  to 
leave  them  there. 

I  have  worked  hard  to  try  to  maintain  their  integrity  and  my 
staff  was  instructed  that  they  would  not  leave  the  White  House.  I 
understood  them  to  be  Communications  Office  files.  They  were  seg- 
regated, but  as  I  said,  I  did  not  pack  my  office  and  they  were  inad- 
vertently moved  to  the  Peace  Corps  where  I  started  after  Labor 
Day. 

Mr.  Ben-Veniste.  So  if  I  understand  what  you  are  saying,  you 
assumed  that  the  materials  had  been  left;  the  White  House,  in 
going  through  its  request,  assumed  they  had  everything  that  you 
had;  in  fact,  someone  had  packed  the  files  and  inadvertently  in- 
cluded the  files  in  material  that  went  to  the  Peace  Corps  with  you? 

Mr.  Gearan.  That's  correct. 
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Mr.  Ben-Veniste.  Then  there  came  a  time  when  it  was  discov- 
ered that  you  might  have  additional  files  in  your  possession  at  the 
Peace  Corps.  How  did  that  come  about? 

Mr.  Gearan.  At  the  beginning  of  November,  when  there  was  a 
request  for  production  of  files,  my  counsel  called  me  to  see  if  there 
was  anything  that  could  be  relevant  to  that.  At  that  time,  I  real- 
ized that,  in  the  storage  area  where  the  files  were  sent  over  from 
the  White  House,  that  in  fact  the  separate,  segregated  Communica- 
tions Office  files  were  still  there. 

Mr.  Ben-Veniste.  How  did  you  learn  that?  How  did  it  happen 
that  on  that  occasion  you  learned  that  you  still  had  the  file? 

Mr.  Gearan.  Well,  my  counsel  called  me  because  he  was  aware 
of  the  subpoena  request,  that  was  not  issued  to  me  personally  but 
to  the  White  House.  When  I  left  the  White  House,  it  was  my  under- 
standing that  the  White  House  would  be  in  charge  of  the  produc- 
tion of  any  of  the  Communications  Office  files.  And  in  what  I  think 
was  an  abundance  of  caution  at  that  point,  we  looked  and  discov- 
ered that  they  had  been,  as  I  said,  inadvertently  taken  to  the  Peace 
Corps. 

Mr.  Ben-Veniste.  Were  they  promptly  turned  over  as  soon  as 
you  realized? 

Mr.  Gearan.  At  that  point,  I  notified  my  counsel  and  we  notified 
the  White  House.  I  instructed  my  staff  to  send  them  over  to  the 
White  House,  but  regrettably,  they  were  not — that  was  not  done. 

Mr.  Ben-Veniste.  So  we  received  them  last  week,  and  indeed,  I 
think  on  the  day  before  White  House  Special  Counsel,  Ms.  Sher- 
burne testified.  And  she  testified  to  the  fact  that  she  and  others  in 
Counsel's  Office  had  redacted  those  files;  that  means  they 
photocopied  out  portions  which  they  deemed  not  relevant  to  the  re- 
quest of  this  Committee.  Are  you  aware  of  that  fact? 

Mr.  Gearan.  Yes,  I  am. 

Mr.  Ben-Veniste.  Thereafter,  in  fact  during  the  testimony  of  Ms. 
Sherburne,  she  invited  Counsel  from  the  Majority  and  Minority  to 
review  those  redactions  to  determine  whether  there  was  any  addi- 
tional material  which  we  might  wish  to  see.  Are  you  aware  of  that? 

Mr.  Gearan.  Yes,  I  am,  sir. 

Mr.  Ben-Veniste.  Then  Mr.  Chertoff  and  I  did  so,  in  the  pres- 
ence of  Ms.  Sherburne  and  other  staff.  And  it  was  determined  that 
additional  material  would  be  requested,  and  it  was  provided,  with- 
out opposition,  by  the  White  House  Counsel's  Office.  You  are  aware 
of  that? 

Mr.  Gearan.  Yes,  sir. 

Mr.  Ben-Veniste.  Much  of  the  material  about  which  you  have 
testified  already  this  morning  was  in  that  category,  the  political 
discussion  about  appointment  of  Special  Counsel  and  the  like.  Mr. 
Chertoff  and  I  concluded  that  Ms.  Sherburne  acted  appropriately  in 
terms  of  making  the  redactions,  and  that  she  acted  appropriately 
in  terms  of  our  request  that  they  expand  the  production,  and  that 
there  was  no  attempt  to  hide  or  mislead  this  Committee.  I  think 
Mr.  Chertoff  will  join  me  in  that,  if  he  is  paying  attention. 

The  Chairman.  We  are  not  going  to  comment  on  the  redaction. 
We  resolved  that  and  are  satisfied.  And  we  hope  that  the  manner 
in  which  we  settled  this  will  allow  us  to  continue  to  proceed  or- 
derly. I  don't  want  to  address  possible  disagreements  concerning 
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things  that  have  been  produced.  I  want  to  move  forward  and  con- 
tinue to  receive  cooperation  so  that  relevant  information  is  made 
available  to  the  Committee  in  the  future.  I  believe  we  are  proceed- 
ing properly. 

Mr.  Ben-Veniste.  Thank  you,  Mr.  Chairman. 

Now  with  respect  to  the  discussion  about  Mrs.  Clinton's,  and  oth- 
ers in  the  White  House,  opposition  to  the  appointment  of  a  Special 
Counsel  at  that  point,  that  has  been  very  substantially  discussed 
in  the  press,  has  it  not? 

Mr.  Gearan.  Considerably,  yes. 

Mr.  Ben-Veniste.  This  is  not  some  new  revelation,  that  Mrs. 
Clinton  was  opposed  to  the  appointment  of  a  Special  Counsel  back 
in  January  1994;  is  that  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Ben-Veniste.  Indeed,  there  has  been  great  discussion  in  the 
media.  I  would  call  the  Committee's  attention  to  a  lengthy  review 
by  Walter  Pincus  in  The  Washington  Post,  January  9,  1994,  where 
he  reviews  the  history  of  Special  Prosecutors  looking  back  over  the 
last  15  years. 

The  points  which  were  being  discussed  in  the  meeting  that  you 
have  alluded  to,  back  in  January  1994,  were  general  points  regard- 
ing how  an  Independent  Counsel  or  a  Special  Prosecutor  has  been 
triggered,  the  appointment  of  such  has  been  triggered  in  the  past, 
a  historical  review;  and  indeed  some  discussions  about,  some  criti- 
cisms about  how  various  Independent  Counsels  have  operated. 

Clearly  one  that  comes  to  mind,  which  is  mentioned  in  the 
Pincus  article,  is  Independent  Counsel  Walsh  who  went  on  for  7 
years  and  spent  $35  million.  So  in  terms  of  being  unchecked  in 
terms  of  limitation  and  scope,  is  that  the  subject  of  what  was  being 
discussed  rather  than  any  specifics? 

Mr.  Gearan.  Without  question.  The  entire  tone  of  the  week,  as 
I  recall,  was  responding  which  had  been  a  considerable  drumbeat 
in  the  press,  both  editorially  and  in  Congressional  calls  for  an  Inde- 
pendent Counsel  or  a  Special  Counsel.  The  discussions  that  week 
were  twofold:  One  is  to  work  on  putting  together  an  affirmative 
strategy  to  get  the  story  and  the  truth  out  about  this  matter.  That 
required  an  awful  lot  of  information  to  be  brought  together.  But 
second,  as  my  notes  reflect,  there  was,  as  you  allude  to  having  been 
reported,  considerable  internal  discussion  on  whether  or  not  the 
President  should  call  for  a  Special  Counsel. 

Those  discussions  were,  as  my  notes  reflect,  ones  that  particu- 
larly Mr.  Nussbaum  and  Mr.  Klein  wove  in  prior  examples  of  past 
Independent  Counsels  or  Special  Counsels,  and  the  experiences. 
And  as  has  been  reported  in  the  press  and  as  has  been  the  subject 
of  criticism  for  some  time,  that  their  duration  is  considerable,  and 
their  digression  from  their  charges  is  considerable  as  well. 

Mr.  Ben-Veniste.  Here  at  page  568  of  your  notes — that's  the 
Bates  stamp  number,  there  weren't  568  pages  of  notes — there  is 
the  discussion  of  various  other  historical  instances  of  the  appoint- 
ment of  a  Special  Counsel:  The  banking  scandal  in  Iraqgate;  Nick, 
I  think  you  have  Bowen,  but  it  should  be  Bua,  the  judge  who  was 
appointed  relating  to  INSLAW;  Iraqgate;  Walsh  is  mentioned  in 
the  Iran-Contra;  the  Donovan  investigation,  which  resulted  in  a 
trial  in  which  Mr.  Donovan  was  acquitted;  Cox  and  Jaworski,  the 
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greatest  of  the  Special  Prosecutors;  Bill  Barr,  using  the  Special 
Counsel  quite  cleverly;  et  cetera. 

So  there  was  a  large  discussion  of  the  mechanics  and  the  history. 
And  indeed  let  me  call  your  attention  to  a  transcript  of  which  I 
have  the  text,  of  Mrs.  Clinton's — or  a  portion  of  her  press  con- 
ference of  April  22,  1994,  where  she  says  in  response  to  a  question 
that  asked  in  substance,  you  were  reported  to  have  opposed  a  Spe- 
cial Prosecutor.  Well,  by  April  1994,  there  had  been  considerable 
discussion  in  the  press  about  the  fact  that  Mrs.  Clinton  had  taken 
a  position  vis-a-vis  the  appointment  after  Special  Prosecutor  or  an 
Independent  Counsel  or  a  Special  Counsel;  correct? 

Mr.  Gearan.  That's  correct,  yes. 

Mr.  Ben-Veniste.  The  question  was  put  directly  to  Mrs.  Clinton: 

Question:  Back  in  1994  in  April,  you  were  reported  to  have  opposed  a  Special 
Prosecutor,  at  least  in  the  beginning? 

Answer:  Now  to  your  other  question  about  the  Special  Counsel,  I  was  not  the  only 
one  of  my  husband's  advisers  who  questioned  the  idea  of  a  Special  Counsel.  I  think 
those  of  us  who  were  concerned  about  the  precedent  that  would  be  set  by  having 
such  an  appointment  made  when  none  of  the  existing  standards  that  had  always 
been  in  place  had  been  met,  there  was  no  credible  allegation,  you  know,  of  all  the 
things  that  are  usually  required.  So  I  was  questioning  of  that.  But  the  President 
made  the  decision  that  we  needed  to  get  on  with  the  business  he  came  to 
Washington  to  do,  and  that  was  this,  an  important  step  to  take,  and  I  respected 
that  decision. 

So,  in  fact,  Mr.  Ickes'  comment  that  Mrs.  Clinton  was  unalter- 
ably opposed,  et  cetera,  it  turned  out  that  that  was  an  interim  posi- 
tion. Indeed,  it  was  a  decision  of  the  President  to  make,  and  the 
President  made  that  decision,  as  we  all  know,  and  an  Independent 
Counsel  was  appointed. 

Mr.  Gearan.  That's  correct. 

Mr.  Ben-Veniste.  So  all  of  this  discussion  in  January  leads  to 
later  press  stories  thereafter  about  Mrs.  Clinton's  personal  opinion 
and  that  of  Mr.  Nussbaum  and  others.  There  is  a  press  conference 
2  years  ago  in  which  Mrs.  Clinton  acknowledges  that  her  position 
was  as  such,  that  a  decision  was  made  by  the  President,  and  let's 
get  on  with  it. 

Mr.  Gearan.  That's  correct,  that's  how  I  recall  it.  There  was  this 
internal  debate,  and  as  I  said,  Mr.  Nussbaum  was  particularly 
vocal  in  his  comments  about  it  as  well. 

Mr.  Ben-Veniste.  Mr.  Ickes,  at  page  569,  remarked  that  this, 
"Discussion  of  counsel  is  the  biggest  [expletive  deleted]  waste  of 
time."  He  knew  at  that  point  that  something  would  ultimately  have 
to  be  done  about  it? 

Mr.  Gearan.  He  did  not  allude  to  that,  but  I  think  he  understood 
that  the  most  productive  use  of  a  meeting  was  to  see  where  we 
could  proceed  from  there,  rather  than  rehashing  the  discussion  of 
an  Independent  Counsel  or  Special  Counsel. 

Mr.  Ben-Veniste.  Perhaps  out  of  curiosity,  I  would  just  like  to 
know,  Mr.  Gearan,  why  you  felt  it  necessary  to  write  down  all  the 
"bleeps"  in  this  discussion? 

Mr.  Gearan.  Mr.  Ben-Veniste,  I  was  a  reporter  for  a  bit,  and  I 
tend  to  take  notes  down  exactly  what  people  have  said.  I  try  hard 
to  record  the  conversations.  A  lot  of  what  my  responsibilities  were 
at  the  White  House  would  be  to  write  down  reporters'  questions, 
as  my  documents  show,  and  then  to  get  the  answers  to  those  ques- 
tions. It  is  a  note-making  style  that  I  have,  to  try  to  do  my  best 
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to  write  down  what  was  said.  In  this  instance,  it  reflects  the  con- 
text of  the  meeting,  perhaps,  but  that  is  the  way  I  take  notes. 

Mr.  Ben-Veniste.  In  connection  with  the  discussion  of  Beverly 
Bassett  Schaffer,  you  were  aware,  or  you  were  made  aware,  were 
you  not,  that  Ms.  Schaffer  had — now  turn  your  attention  to  5773. 

Mr.  Gearan.  I'm  sorry.  The  number  again? 

Mr.  Ben-Veniste.  Page  5773,  I'm  sorry. 

Mr.  Gearan.  I  don't  think  I  have  a  5773,  sir. 

Mr.  Ben-Veniste.  Do  you  recall  that  there  was  a  discussion  of 
Ms.  Schaffer  at  that  meeting?  I  think  it  was  January  6th. 

Mr.  Gearan.  I  have  20574.  Is  that  the  Bates  number  you  are  re- 
ferring to? 

Mr.  Ben-Veniste.  20574,  OK.  I  have  a  transliteration  into  type 
of  yours  and  somebody  has  misnumbered  it.  Go  back  to  73. 

Mr.  Gearan.  OK. 

Mr.  Ben-Veniste.  There  is  a  discussion  there  of  Whitewater,  and 
then  on  to  74,  there  is  a  discussion  of  Whitewater  and  Beverly  Bas- 
sett. You  were  aware,  were  you  not,  that  Ms.  Bassett  had  been  the 
Securities  Commissioner  in  Arkansas  during  the  time  that  Mrs. 
Clinton  was  at  the  Rose  Law  Firm  and  had  represented  the  Madi- 
son Bank  in  connection  with  some  matters  of  a  regulatory  nature; 
is  that  correct? 

Mr.  Gearan.  Yes. 

Mr.  Ben-Veniste.  The  allegation  that  was  being  made  during 
the  campaign,  and  which  again  resurfaced  in  1994,  or  was  expected 
to  resurface,  was  that  Ms.  Bassett  had  somehow  done  something 
improper,  by  reason  of  the  fact  that  she  had  been  appointed  by 
Governor  Clinton,  in  connection  with  the  Rose  Firm  representation 
of  Madison  Bank;  is  that  correct? 

Mr.  Gearan.  I  am  aware  those  were  the  stories,  yes. 

Mr.  Ben-Veniste.  Those  were  the  stories  and  you  were  tuned 
into  that  because  that  was  your  business,  to  be  tuned  into  what  the 
stories  were? 

Mr.  Gearan.  Right. 

Mr.  Ben-Veniste.  So  the  discussion  which  occurs,  could  you  tell 
us  in  your  own  words  about  what  was  being  requested  of  Ms.  Bas- 
sett Schaffer? 

Mr.  Gearan.  Well,  I  recall  broadly  this  week  and  this  meeting 
as  well,  as  a  period  of  time  where  the  White  House  was  going  to 
begin  an  effort  to  have  a  more  affirmative  strategy  on  this  matter 
so  that  we  could  have  the  particular  information,  the  truth  on  this 
matter,  put  out.  In  order  to  do  that,  we  wanted  to  make  quite  cer- 
tain that  the  information  we  had  was  correct. 

So,  on  one  level  we  would  not  misstate  what  Ms.  Bassett  Schaffer 
had  said  previously,  as  well  as  the  fact  that  we  would  have  the  in- 
formation to  make  sure  that  whatever  she  had  done  was,  in  fact, 
the  correct  thing  to  do. 

This  was  in  a  period  of  time  where  the  White  House  credibility 
on  an  issue  was  paramount.  The  last  thing  we  needed  was  to  have 
a  question  of  the  White  House  misstating  or  misrepresenting  any 
facts  on  this  matter. 

In  the  documents  shown  before  me  here  presently,  it  says,  "Get 
a  lawyer  to  check  law  on  issuance  of  preferred  stock.  Independent 
panel  of  regulators."  This  was  consonant  with  that  approach,  to  try 
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to  get  the  truth  out  on  this  matter,  to  try  to  get  the  information 
out  the  best  we  could.  And  to  do  that,  it  would  be  helpful  to  make 
sure  that  we  checked  the  law  on  the  issuance  of  stock;  getting  to 
my  second  point,  that  the  importance  of  assuring  ourselves  that  if 
we  said  anything  that  in  fact  what  Ms.  Schaffer  had  done  as  a  reg- 
ulator was  correct,  and  an  independent  panel  of  regulators  to  make 
sure  our  information  was  correct.  That  was  the  approach  of  that 
period  of  time. 

Mr.  Ben-Veniste.  All  right.  So  on  the  one  hand,  you  wanted  to 
get  a  factual  and  legal  analysis  of  what  occurred  back  in  Arkansas, 
in  1985  and  1986  in  connection  with  this  matter,  and  then  there 
was  the  issue  of  Ms.  Bassett  herself. 

Now  were  you  aware,  as  Ms.  Bassett  has  testified  before  this 
Committee,  that  during  the  campaign  of  1992,  she  had,  in  fact,  spo- 
ken out  about  the  facts  as  they  occurred  relating  to  her  consider- 
ation of  Madison  Savings  &  Loan's  application  for  preferred  stock. 
And  after  that,  she  was  besieged  by  reporters,  and  felt  that  she  had 
been  harassed  by  them.  That's  what  she  testified  to  here.  And  that 
she  was  reluctant  to  get  involved  again  and  subject  herself  to  the 
attention  of  the  national  media.  Do  you  recall  that? 

Mr.  Gearan.  I  recall  that  this  was  an  issue  during  the  campaign. 
And  that  my  understanding  is,  that  she  had  said  that  there  was 
no  issue  of  preferred  treatment  for  Madison  Guaranty. 

Mr.  Ben-Veniste.  So  is  it  correct  to  say  that  there  was  discus- 
sion about  whether  Ms.  Bassett  would  be  willing  to  come  forward 
again  and  tell  the  truth  as  she  knew  it  with  respect  to  what  had 
occurred  back  in  Arkansas  in  1985  and  1986? 

Mr.  Gearan.  There  was  certainly  discussion  that  we  needed  to 
make  quite  certain  that,  if  we  represented  her  position,  it  would 
not  be  inaccurate. 

Mr.  Ben-Veniste.  Now  was  there  any  discussion  in  any  way, 
shape  or  form,  to  try  to  send  some  emissary  to  mold  Ms.  Bassett's 
story,  to  change  her  story  from  the  true  recitation  of  the  facts  in 
any  way? 

Mr.  Gearan.  No,  sir. 

Mr.  Chertoff.  This  is  very  important,  because  this  is  now  the 
speculation  resulting  from  your  notes,  as  you  know,  in  the  news- 
papers and  so  forth,  that  because  there  was  this  discussion  at  the 
time,  that  there  was  going  to  be  some  effort  to  try  to  influence  Ms. 
Bassett's  statement  in  some  substantive  way,  as  opposed  to  simply 
getting  the  story  from  her.  You  do  understand  the  distinction? 

Mr.  Gearan.  I  do. 

Mr.  Ben-Veniste.  Was  there  any  effort  that  you  heard  of,  either 
at  these  meetings  or  anywhere  else,  Mr.  Gearan,  that  suggested 
that  the  White  House  was  going  to  send  someone  to  try  to  influence 
the  substance  of  what  Ms.  Bassett  was  to  say? 

Mr.  Gearan.  No. 

Mr.  Ben-Veniste.  Are  you  clear  on  that? 

Mr.  Gearan.  Yes,  sir. 

Mr.  Ben-Veniste.  We  have  received  a  document  marked  S  20589, 
which  is  a  memorandum  from  a  Jake  Siewert,  regarding  preferred 
stock.  It  is  dated  January  11,  1994.  Do  we  have  a  copy  to  provide 
;o  Mr.  Gearan?  Do  you  have  a  copy  of  it? 
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Senator  Dodd.  While  you  are  doing  that,  let  me  ask,  Mr.  Gearan, 
were  you  aware  of  the  fact  that  Ms.  Schaffer  had  been  quoted  in 
numerous  news  articles  about  her  involvement  regarding  Madison? 
There  have  been  a  number  of  stories.  I  am  not  sure  whether  the 
Administration  was  aware  of  this,  a  series  of  some  18  pages  of  3 
memos  that  Ms.  Beverly  Bassett  Schaffer  had  given  to  The  New 
York  Times  in  February  1992;  I  don't  know  whether  you  were 
aware  of  those  in  1994  or  not? 

Mr.  Gearan.  I  don't  recall  that,  sir. 

Senator  Dodd.  Were  you  aware  of  the  news  stories  and  her  pub- 
lic statements? 

Mr.  Gearan.  My  understanding  certainly  was  that  she  had  said 
there  was  no  issue  of  preferred  treatment  for  Madison  Guaranty. 

Senator  Dodd.  She  had  publicly  said  that? 

Mr.  Gearan.  She  had  said  that  previously,  correct. 

Senator  Dodd.  Mr.  Chairman,  the  reason  I  raise  that  is  because, 
I  think,  in  terms  of  the  issue  of  sort  of  a  common  sense  approach, 
and  I  will  listen  very  careful  to  your  answers  to  Mr.  Ben-Veniste 
as  well,  but  the  idea  that  someone  who  has  already  publicly  gone 
on  the  record  and  made  it  quite  clear  in  a  public  domain  what  their 
views  were,  the  idea  that  you  then  get  someone  to  reverse  them- 
selves, common  sense  would  indicate  that  would  be  pretty  unwise. 
Even  if  there  were  those  who  wanted  to  try  and  do  it,  it  is  a  pretty 
dangerous  tactic  to  take. 

I  think  it  may  be  worthwhile  to  point  that  out,  that  she  was  on 
a  public  record  of  having  stated  what  her  views  were  regarding 
that.  So  the  idea  you  are  going  to  then  get  her  to  reverse  herself 
somehow  publicly  would  be  terribly  short-sighted? 

Mr.  Gearan.  Right. 

Mr.  Ben-Veniste.  And  indeed,  you  have  acknowledged  that  you 
may  not  recall  now  that  the  matter  was  gone  into  in  such  sub- 
stance by  Ms.  Bassett.  One  of  the  things  she  testified  about  was 
that  she  felt  she  had  been  misquoted  by  the  Times  in  her  recitation 
of  these  events,  and  she  wrote  lengthy  letters  to  Mr.  Gerth  at  the 
Times,  bringing  to  his  attention  the  facts  as  she  recollected  them. 
And  those  letters  have  been  made  a  part  of  this  record. 

So  there  was,  back  in  1992,  2  years  before  this  conversation  had 
occurred,  considerable  discussion  about  Ms.  Bassett's  recollection  in 
the  public  domain,  that  she  had  stated  her  recollection  and  in  some 
detail,  and  that  the  conclusion  was  that  no  preferential  treatment 
had  been  accorded. 

Now  as  this  matter  resurfaces,  2  years  later  in  1994,  we  see  that  I 
the  White  House  is  discussing  how  to  get  Ms.  Bassett's  story 
brought  forward  again,  and  to  do  the  additional  work  of  research 
regarding  the  issue.  So  if  you  look  at  the  Siewert  memo,  you  will 
see  that  there — did  you  see  that  at  the  time,  was  that  circulated 
by  Mr.  Waldman? 

Mr.  Gearan.  I  don't  recall  this,  but 

Mr.  Ben-Veniste.  It  discussions  the: 

Authority  to  issue  preferred  stock,  granted  in  1979;  Florida  savings  and  loan,  Fed- 
eral Home  Loan  Bank  Board  approval  for  preferred  stock,  Mississippi  experience, 
California  experience;  large  banks  began  issuing  preferred  stock  in  1982;  use  of  pre- 
ferred stock  not  confined  to  the  business  papers.  Federal  regulators  acknowledged 
that  the  issuance  of  preferred  stock  was  common  in  1984.  By  1984  the  use  of  pre- 
ferred stock  by  thrifts  was  widely  discussed  in  the  banking  and  legal  press.  Federal 
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regulators  expressly  authorized  the  issuance  of  preferred  stock  by  finance  subsidi- 
aries in  1984. 

So,  all  of  this  was  resultant  from  the  discussion  on  January  4th; 
is  that  correct? 

Mr.  Gearan.  It  was  certainly — I  don't  know  that  it  was  specifi- 
cally the  4th,  Mr.  Ben-Veniste,  but  it  was  certainly  that  period  of 
time,  the  effort  within  the  White  House  was  to  make  sure  we 
would  have  the  accurate  information,  that  if  we  were  going  to  un- 
dertake this  effort,  that  we  should  not  misstate  any  part  of  the  in- 
formation. 

Mr.  Ben-Veniste.  My  last  question  is  that — the  heading  descrip- 
tion of  this  memorandum  was  that  several  media  accounts  have 
portrayed  the  1985  plan  to  have  Madison  Guaranty  issue  preferred 
stock  as  somehow  novel  or  unique.  And  this  was  a  description  of — 
and  I  have  only  read  the  topic  headings — of  all  the  literature  to 
show  that  it  was  extremely  common  at  the  time  that  Madison 
Guaranty  considered  it;  is  that  correct? 

Mr.  Gearan.  That's  my  reading  of  this,  yes. 

Mr.  Ben-Veniste.  Mr.  Chairman. 

The  Chairman.  Senator  Hatch. 

OPENING  COMMENTS  OF  SENATOR  ORRIN  G.  HATCH 

Senator  Hatch.  Thank  you,  Mr.  Chairman. 

Mr.  Gearan,  thank  you  for  coming  before  the  Committee.  I  cer- 
tainly appreciate  the  important  work  you  are  doing  at  the  Peace 
Corps. 

Mr.  Gearan.  Thank  you,  Senator. 

Senator  Hatch.  I  want  to  compliment  you  for  it. 

I  would  like  to  ask  you  some  questions  about  the  notes  you  took 
in  your  previous  job  as  Deputy,  or  as  Director  of  Communications 
at  the  White  House.  And  I  want  to  personally  commend  you  for 
promptly  turning  these  notes  over  to  the  Committee. 

Mr.  Gearan.  Thank  you. 

Senator  Hatch.  We  appreciated  that,  because  a  number  of  people 
on  the  Committee  really  have  become  increasingly  frustrated  with 
what  they  consider  to  be  obfuscation,  delays,  and  other  approaches 
that  really  have  slowed  down  the  investigation. 

I  would  like  you  to  explain  some  of  the  notes  that  you  took  from 
January  4th  through  the  9th,  1994.  During  last  week's  hearings,  I 
touched  upon  whether  your  notes  indicated  that  efforts  were  made 
to  influence  Beverly  Bassett  Schaffers'  story.  I  now  want  to  ask  you 
about  your  discussions  concerning  the  appointment  of  an  Independ- 
ent Counsel.  This  is  an  area  that,  naturally,  I  have  some  interest 
in  as  Chairman  of  the  Judiciary  Committee. 

In  your  notes  from  January  5th,  and  that  would  be  found  on 
page  20569,  you  record  that  the  President  and  First  Lady  were 
adamantly  opposed  to  an  Independent  Counsel — I'm  sorry,  I  will 
wait  until  you  finish — did  you  find  it? 

Mr.  Gearan.  569? 

Senator  Hatch.  That's  what  I  have,  20569. 

Mr.  Gearan.  Yes,  OK. 

Senator  Hatch.  You  record  that  the  President  and  First  Lady 
■%  were  very  muchopposed- 


Mr.  Gearan.  That's  right. 
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Senator  Hatch.  — to  an  Independent  Counsel  being  appointed  to 
investigate  Whitewater.  Mack  McLarty,  the  President's  Chief  of 
Staff,  says  in  those  notes  that  "HRC" — that's  Hillary  Rodham  Clin- 
ton—"and  BC"— I  guess  that's  Bill  Clinton— "don't  want  it."  That's 
correct? 

Mr.  Gearan.  That's  correct,  sir. 

Senator  Hatch.  And  Harold  Ickes  chimed  in  that,  "Discussion  of 
counsel  is  the  biggest,"  I  guess,  "F — ing  waste  of  time,"  since  they 
don't  want  it.  That's  correct? 

Mr.  Gearan.  That's  correct. 

Senator  Hatch.  During  the  January  7th  meeting  again,  at  page 
20576,  He  says  that  a  major  problem  with  the  Independent  Coun- 
sel is  that — do  you  have  it — "HRC,"  Hillary  Rodham  Clinton,  "ada- 
mantly opposed."  That's  correct  as  well? 

Mr.  Gearan.  Uh-huh. 

Senator  Hatch.  The  Independent  Counsel  has  not  been,  to  me, 
"the  biggest  F — ing  waste  of  time."  As  you're  no  doubt  aware,  the 
Independent  Counsel's  investigation  has  lead  to  Grand  Jury  indict- 
ments on  at  least  21  counts  against  Jim  McDougal  and  even  the 
Sitting  Governor  of  Arkansas,  Jim  Guy  Tucker,  and  has  led  to  the 
conviction  of  the  number  three  official  at  the  Justice  Department, 
Webb  Hubbell. 

Indeed,  for  the  first  time  in  history,  the  First  Lady  has  been 
called  to  testify  before  a  Federal  Grand  Jury.  And  the  investigation 
could  lead,  and  may  very  well  lead,  to  even  more  charges  against 
others,  and  of  course,  there  are  others  against  whom  indictments 
have  been  raised. 

Now  the  participants  in  these  meetings — that  you  have  in  your 
notes,  and  the  President  and  Mrs.  Clinton  were  opposed  to  the 
Independent  Counsel  because  they  felt  that  they  had  done  nothing 
wrong  and  that  the  Counsel  was  unnecessary;  is  that  right? 

Mr.  Gearan.  Yes,  sir.  If  I  might,  I  don't  believe  Mr.  Ickes'  com- 
ments was  that  it  is  a  waste  of  time.  I  believe  I  would  read  my 
notes  that  it's  a  waste  of  time  at  this  meeting  to  prolong  a  discus- 
sion about  it. 

Senator  Hatch.  You  thought  that's  what  he  meant  by  that? 

Mr.  Gearan.  That's  how  I  would  read  it,  sir,  yeah. 

Senator  Hatch.  That's  the  way  you  would  read  it,  but  what  is 
your  recollection? 

Mr.  Gearan.  I  don't  recall  him 

Senator  Hatch.  Could  it  have  been  the  other  meaning,  though? 

Mr.  Gearan.  I'm  sorry? 

Senator  Hatch.  Do  you  recall  exactly  what  he  meant  in  your 
opinion,  or  could  it  have  been  the  way  it  appears  to  me? 

Mr.  Gearan.  Senator,  I  guess  from  the  rest  of  the  notes,  where 
he  outlined  what  we  should  be  concentrating  on,  it  was  typical  cer- 
tainly for  Mr.  Ickes  to  move  a  meeting  along. 

Senator  Hatch.  But  in  essence  you  don't  know  if  that's  what  he 
meant  by  it  or  not,  you  just  presume  that  it  was? 

Mr.  Gearan.  That's  how  I  would  read  my  notes. 

Senator  Hatch.  You  read  it  that  way  but  you  don't  recall? 

Mr.  Gearan.  That's  correct. 

Senator  Hatch.  I  think  it  could  be  read  the  other  way  too.  And 
you  agree  with  that? 
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Mr.  Gearan.  I  agree  that's  how  I  would  read  my  notes. 

Senator  Hatch.  But  it  could  be  read  the  other  way? 

Senator  Dodd.  If  you  look  at — what  page  are  we  on  here,  on  69? 

Senator  Hatch.  No,  this  is 

Senator  Dodd.  At  the  bottom,  what  you  have  underlined,  "Dis- 
cussion of  counsel." 

Senator  Hatch.  Let  me  withdraw  that  question.  Let's  move  on. 
That's  fine  with  me.  I  will  take  your  feelings  about  it.  But  I  also 
see,  in  your  notes,  that  several  White  House  officials  argued  that 
an  Independent  Counsel  should  not  be  sought;  is  that  correct? 

Mr.  Gearan.  That's  correct. 

Senator  Hatch.  I  presume  after  the  Independent  Counsel  bill 
would  be  reauthorized,  because  the  Independent  Counsel  could  not 
be,  as  the  notes  say  "controlled";  is  that  right? 

Mr.  Gearan.  I'm  sorry,  Senator.  Could  you  repeat  the  question? 

Senator  Hatch.  I  presume  that  when  they  said  that  an  Inde- 
pendent Counsel  should  not  be  sought,  that  the  bill  had  expired  so 
if  an  Independent  Counsel  would  be  reauthorized,  one  of  the  things 
they  were  concerned  about  is  that  the  Independent  Counsel  could 
not  be  "controlled"? 

Mr.  Gearan.  No,  I  think  my  notes  use  Independent  Counsel  and 
Special  Counsel  interchangeably. 

Senator  Hatch.  I  am  referring  to  20567.  For  example,  in  the 
January  5th  meeting  at  page  20567,  Bernie  Nussbaum  says  that 
an  Independent  Counsel  is  "subject  to  no  control" 

Mr.  Gearan.  Yes. 

Senator  Hatch.  — right? 

Mr.  Gearan.  That's  what  my  notes  says. 

Senator  Hatch.  During  the  January  7th  meeting,  20575,  your 
notes  say,  "We  cannot  affect  the  scope  of  the  prosecutor."  Right? 

Mr.  Gearan.  Correct. 

Senator  Hatch.  Now  to  me,  a  fair  reading  of  these  statements 
is  that  people  in  these  meetings  wanted  to  prevent  the  appoint- 
ment of  an  Independent  Counsel  because  they  wanted  to  exercise 
control  over  his  or  her  investigation.  Wouldn't  you  say  that's  a  rea- 
sonable conclusion? 

Mr.  Gearan.  No,  Senator. 

Senator  Hatch.  You  don't? 

Mr.  Gearan.  I  don't. 

Senator  Hatch.  What  do  you  think  they  meant  by  those  things? 

Mr.  Gearan.  I  think,  as  I've  tried  to  testify,  this  was  an  issue 
of — a  question  of,  and  Mr.  Nussbaum  particularly  outlines  a  history 
of  other  Special  Counsels  or  Independent  Counsels  that  could  stray 
beyond  in  length  in  time  from  their  original  scope  and  charge, 
that's,  I  think,  the  tenor  of  my  notes  and  certainly  my  best  recollec- 
tion for  you. 

Senator  Hatch.  I  will  accept  that.  During  your  January  4th 
meeting  when  you  discussed  the  appointment  of  the  Independent 
Counsel,  your  notes  at  page  20566  indicate  that  the  First  Lady  en- 
ters and  says,  "Looks  like  a  meeting  I  might  be  interested  in."  Is 
that  right? 

Mr.  Gearan.  That's  correct. 

Senator  Hatch.  Did  the  First  Lady,  at  that  time  or  at  any  other 
time,  express  concerns  during  the  meeting  that  an  Independent 
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Counsel  should  not  be  appointed  because  of  her  concerns  that  a 
Counsel  might  not  be  controlled  or  might  not 

Mr.  Gearan.  No. 

Senator  Hatch.  — be  somebody  acceptable? 

Mr.  Gearan.  No,  sir. 

Senator  Hatch.  Did  anyone  in  any  of  these  meetings  discuss  an 
attempt  to  control  Justice  Department  investigations? 

Mr.  Gearan.  No.  No,  Senator.  In  fact,  I  think  some  of  my  notes 
reflect  the  independence  of  the  Attorney  General.  I  think  people  at 
the  meeting  understood  that  our  Attorney  General  is  fiercely  inde- 
pendent. 

Senator  Hatch.  If  they  didn't  what  do  your  January  8th  notes 
mean  at  page  20579,  where  Mr.  Ickes  says,  "Kendall  attempted  to 
talk  to  Alan  Carver  who  was  supervising  Donald  Mackay's  inves- 
tigation into  Whitewater  at  the  time."  Mr.  Ickes  calls  Mr.  Carver 
a  "bad  guy,"  who  wouldn't  talk  to  Mr.  Kendall  without  some  FBI 
agents  present;  is  that  correct? 

Mr.  Gearan.  My  notes  reflect  that,  yes. 

Senator  Hatch.  They  reflect  that,  OK.  Then  Mr.  Ickes  says, 
"Those  guys  are,"  I  take  it,  "F — ing  us  blue."  Is  that  correct? 

Mr.  Gearan.  That's  what  my  notes  indicate. 

Senator  Hatch.  And  what  do  you  understand  Mr.  Ickes  to  have 
meant  by  that? 

Mr.  Gearan.  I  would  read  this,  Senator,  as  a  follow-up  to  the  ini- 
tial entry  from  that  meeting,  where  Mr.  Nussbaum  argues  against 
a  Special  Prosecutor.  And  I  think  Harold's  observation  here  is  that 
Alan  Carver,  who  apparently  is  at  the  Department  of  Justice,  is  a 
tough  guy  and  that  they  were  not  particularly  treating  the  matter 
with  kid  gloves. 

Senator  Hatch.  And  you  think  that's  all  he  meant  by  that? 

Mr.  Gearan.  I  think,  read  in  the  context  of  another  discussion 
of  a  Special  Prosecutor,  Bernie's  argument  against  it,  that  that's 
how  I  can  read  my  notes. 

Senator  Hatch.  Mr.  Ickes  was  very  concerned,  he  didn't  want  a 
Special  Counsel? 

Mr.  Gearan.  I  don't  recall  Mr.  Ickes'  view  more  than  just  moving 
the  process  along  to  make  sure  that  we  had  the  material,  and  the 
information  and  the  Q&A's  and  the  chronology  together. 

Senator  Hatch.  I  guess  what  I  am  asking  is  how  could  Mr. 
Carver  and  Mr.  Mackay  be  problems  if  Mr.  Carver  was  only  doing 
his  job  to  carefully  investigate  Whitewater.  Wouldn't  a  fair  reading 
of  your  notes  seem  to  suggest  that  there  was  an  attempt  to  influ- 
ence his  investigation,  that  he  spurned,  that  Carver  spurned? 

Mr.  Gearan.  I  am  not  sure  what — I  am  not  sure  of  your  point, 
Senator. 

Senator  Hatch.  Well,  as  I  read  the  notes,  they  were  concerned 
about  Carver,  who  was  "a  bad  guy,"  who  wouldn't  talk  to  Mr.  Ken- 
dall without  some  FBI  agents  present.  Mr.  Ickes  says,  "That  guy 
is  F — ing  us  blue."  It  seems  to  me  a  fair  reading  would  suggest  that 
there  might  have  been  an  attempt  to  influence  the  investigation 
and  Carver  spurned  it? 

Mr.  Gearan.  I  am  not  aware  of  anything  to  that  effect,  Senator. 
I  think  it  makes  sense  when  read  in  context  with  the  previous  ar- 
gument that  Mr.  Nussbaum  was  making  all  of  that  week  and  that 
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Harold's  response  was  somewhat  similar  to,  it  is  not  as  if  the  Jus- 
tice Department  investigation  that  was  ongoing  was  treating  us 
easy  by  it. 

Senator  Hatch.  Is  it  your  testimony,  for  the  record,  that  there 
was  no  attempt  to  influence  Alan  Carver  or  Donald  Mackay  in  this 
matter? 

Mr.  Gearan.  Yes,  sir. 

Senator  Hatch.  What  would  anyone  hope  to  gain  by  controlling 
the  investigation  into  Whitewater?  The  President  and  First  Lady 
had  promised  to  be  fully  open  with  the  Committee,  with  the  Special 
Prosecutor,  with  the  American  people  on  Whitewater.  If  that's  the 
case,  then  it  seems  to  me  the  only  interest  should  be  in  getting  out 
all  the  facts  and  not  controlling  the  investigation.  But  you  are  say- 
ing that  that  wasn't  what  went  on? 

Mr.  Gearan.  No,  no,  Senator.  I  am  not  aware  of  any  effort  to 
control  the  investigation.  I  think  what  I  am  trying  to  testify  to  this 
Committee  is  during  this  period  the  Clintons  had  submitted  their 
files  to  the  Department  of  Justice  at  the  end  of  December,  and  that 
they  felt  that  was  complying  as  best  they  could  with  the  investiga- 
tion. There  was  no  effort,  and  I  don't  believe  my  notes  reflect  an 
effort,  to  try  to  control  anyone  at  the  Department,  and  recognizing 
that  we  had  a  very  fiercely  independent  Attorney  General. 

Senator  Hatch.  Some  think  a  fair  reading  of  your  notes  on  Janu- 
ary 7th,  at  page  20376,  where  David  Gergen  says,  "Once  a  Special 
Prosecutor  is  appointed,  Reno  is  boxed  in"  could  mean  that  it  would 
be  hard  for  Attorney  General  Reno  to  interfere;  is  that  a  fair  read- 
ing, or  again 

Mr.  Gearan.  Senator,  I  think  this  was  all  in  the  context  of  the 
fact,  as  I've  tried  to  testify,  that  frequent  Independent  Counsels' 
histories  replete  with  the  Counsel's  own  criticism,  that  it  goes  be- 
yond its  anticipated  duration,  and  it  takes  on  a  life  of  its  own.  I 
think  that's  the  point  of  Mr.  Gergen's  comments  here,  I  think,  that 
the  Attorney  General  would  be  boxed,  is  that  the  matter  is  out  of 
her  hands  at  that  point. 

Senator  Hatch.  I  have  just  a  few  more  but  I  am  afraid  that  I 
have  gone  over 

The  Chairman.  Well,  in  the  interest  of  continuity,  Senator,  Sen- 
ator Sarbanes  has  agreed  to  let  you  continue  and  I  thank  him.  We 
will  save  time. 

Senator  Hatch.  Let  me  see  if  I  can  move  it  along.  At  another 
point  in  your  notes,  on  January  5th,  this  is  20567,  there  is  a  dis- 
cussion of  Independent  Counsels  and  the  people  were  complaining 
in  these  notes,  as  I  view  them,  that  some  Independent  Counsels 
can  be  good,  and  some  in  their  words  can  be  bad.  Is  that  a  fair 
statement? 

Mr.  Gearan.  Well,  I  think  it  is  sort  of  a  cliche  or  slang  approach 
to  the  two  kinds  of — the  two  generic 

Senator  Hatch.  Yes,  it  goes  without  saying  really.  Bernie  Nuss- 
baum  says  that  a  "bad"  Independent  Counsel,  one  appointed  from 
the  "outside,"  in  these  notes,  and  "decides  a  smell  of  corruption  and 
can  show  some  things  of  those  people  close  around  the  principal," 
but  then  he  goes  on  to  say  that  there  can  be  "good"  Independent 
Counsels  who  undertake  a  3-  to  4-year  investigation,  and  then  "will 
have  written  400-page  report."  That's  what  your  notes  say;  right? 
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Mr.  Gearan.  Yes,  sir. 

Senator  Hatch.  Did  anyone  discuss  influencing  Attorney  General 
Reno  concerning  who  she  should  choose  as  an  Independent  Counsel 
in  this  matter? 

Mr.  Gearan.  No. 

Senator  Hatch.  Nobody,  to  your  knowledge? 

Mr.  Gearan.  No,  sir. 

Senator  Hatch.  To  your  knowledge,  did  anyone  attempt  to  influ- 
ence Attorney  General  Reno  to  choose,  in  Bernie  Nussbaum's 
words,  a  "good"  Independent  Counsel,  not  a  bad  one? 

Mr.  Gearan.  No,  sir. 

Senator  Hatch.  On  the  day  before  January  7th  at  page  20576 
now,  you  will  recall  that  Mr.  Ickes  says  that  there  are  major  prob- 
lems with  the  Special  Counsel.  The  first  was  that  "HRC,"  Hillary 
Rodham  Clinton,  "adamantly  opposed."  That's  correct? 

Mr.  Gearan.  That's  correct. 

Senator  Hatch.  The  second  was  that  "Reno  has  shut  the  door." 
What  does  that  mean? 

Mr.  Gearan.  I  would  read  that  to  mean  that  the  Attorney  Gen- 
eral would  make  up  her  own  mind  about  the  Independent  Counsel. 

Senator  Hatch.  Well,  the  way  I  would  read  it,  and  I  think  a  fair 
reading,  is  the  phrase  suggests  that  someone  went  to  Attorney 
General  Reno  and  that  she  rejected  any  attempt  to  influence  her. 
That's  the  way  I  would  read  it  and  I  think  most  others  would  read 
it  as  well. 

Mr.  Gearan.  I  am  not  aware  of  that,  Senator. 

Senator  Hatch.  I  would  expect  nothing  less  from  her  because  she 
is  a  very  fine  person,  but  that's  the  way  I  would  read  that. 

Mr.  Gearan.  I  am  not  aware  of  that,  Senator. 

Senator  Hatch.  You  are  not  aware  of  anybody  going  to  her  and 
asking  for  special  treatment,  or  for  a  good  counsel  versus  a  bad 
counsel? 

Mr.  Gearan.  That's  right. 

Senator  Hatch.  I  think  the  reason  that  we  get  a  little  upset 
about  it  here  is  because  if  you  go  back  to  Roger  Altman's  diary,  it 
reads,  "Maggie's  strong  inference" — I  can't  get  those  next  two 
words  but  it's  "that  the  White  House  was  trying  to  negotiate  the 
scope" — what  are  these  two  words — "inference  was  that  the  White 
House  was  trying  to  negotiate  the  scope  of  an  Independent  Counsel 
with  Reno  and  having  enormous  difficulty." 

See,  that's  what  causes  us  a  great  deal  of  angst  here,  and  when 
we  see  this  kind  of  language  in  your  notes,  it  is  consistent  with 
that.  You  can  see  why  I  have  taken  the  interpretation  I  have. 

Mr.  Gearan.  Senator,  this  is  the  first  time  I  have  seen  this.  I  am 
not  aware  of  that,  as  I've  testified. 

Senator  Hatch.  Is  it  just  a  coincidence  then,  less  than  2  weeks 
after  you  had  this  discussion  where  you  took  these  notes,  Attorney 
General  Reno  went  ahead  and  chose  what  some  think  was  a  "good" 
Independent  Counsel,  Robert  Fiske,  who  many  have  criticized  as 
failing  to  investigate  fully  the  events  surrounding  Whitewater? 

This  is  what's  bothering  a  lot  of  people  and  these  notes  lend  a 
lot  of  credibility  that  there  was  an  attempt  to  manipulate  this  proc- 
ess, and  to  get  somebody  who  was  easier  rather  than  somebody 
who  would  do  the  job. 
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Now  during  the  time  that  your  meetings  took  place,  Attorney 
General  Reno  was  considering  whether  to  appoint  a  Special  Pros- 
ecutor to  investigate  Whitewater.  At  this  time  the  Independent 
Counsel  statute  had  lapsed,  as  I  recall,  and  the  Attorney  General 
chose  Robert  Fiske  on  January  20th,  to  be  her  Special  Prosecutor. 
Unlike  the  Independent  Counsel,  the  Special  Prosecutor  was  under 
the  control  of  the  Justice  Department  and  therefore  ultimately  the 
President 

The  Chairman.  Senator,  I  am  going  to  ask  you,  because- 


Senator  Hatch.  I  have  two  paragraphs  to  go.  Let  me  make  these 
points  and  I  will  quit. 

As  Chairman  of  the  Judiciary  Committee,  I  am  gravely  con- 
cerned at  any  discussion  by  White  House  officials  to  influence  the 
workings  of  the  Justice  Department,  particularly  when  it  conducts 
ongoing  criminal  investigations  into  the  White  House  itself.  And  I 
don't  need  to  remind  anyone  of  what  happened  with  Watergate 
when  President  Nixon  attempted  to  interfere  with  the  investigation 
of  the  Special  Prosecutor  there. 

Last  time  when  I  questioned  Ms.  Sherburne  and  Mr.  Kendall 
about  these  notes,  I  was  very  concerned  that  the  White  House  offi- 
cials appeared  to  be  attempting  to  influence  the  story  of  an  impor- 
tant witness,  Beverly  Bassett  Schaffer,  in  this  investigation.  And 
Ms.  Sherburne  agreed  that  the  notes  could  be  read  that  way. 

The  possibility  that  the  White  House  officials  might  attempt  to 
influence  or  tamper  with  an  ongoing  investigation  into  their  ac- 
tions, or  into  the  actions  of  the  President  and  his  aides,  does  raise 
questions  about  the  integrity  and  fairness  of  the  Administration  of 
justice  in  our  Nation.  And  so  I  intend  to  pursue  these  questions 
until  we  get  good  answers  to  them. 

Now,  I  understand  you  have  been  very  forthright  here  today,  and 
I  appreciate  it,  and  I  appreciate  the  work  you  are  doing  at  the 
Peace  Corps,  but  I  think  these  questions  have  to  be  asked  and  I 
think  there  have  to  be  answers  to  them. 

Mr.  Gearan.  If  I  might,  Senator,  the  only  text  I  can  provide  to 
you  for  that  period  of  time  in  terms  of  your  last  point  about  Ms. 
Schaffer  is  our  effort  at  that  period  of  time  was  to  have  a  new  af- 
firmative effort  within  the  White  House  to  try  to  get  the  truth  and 
the  facts  out  in  this  way.  That's  what  these  meetings  evidence,  put- 
ting together  the  Q&A's,  putting  together  chronology  to  try  to  state 
the  facts,  and  the  background,  and  the  history  of  this  Whitewater 
matter. 

In  order  to  do  that,  there  needed  to  be  information  brought  to- 
•  gethei ,  and  that  accounts  for  my  notes  which  talk  about  attorneys 
i  looking  at  it  or  an  independent  panel  of  regulators  to  try  to  get 
:  those  facts  amassed.  Those  are  the  meetings  that  I  participated  in, 
!  Senator.  It  was  an  effort  as  Communications  Director  to  make 
;  sure,  when  we  were  representing  any  fact  on  behalf  of  the  White 
i  House,  that  it  not  be  an  error.  And  this  was  the  week  immediately 
'  after  a  period  of  time  when  we  had  to  clarify  when  the  documents 
,i  went  over  to  the  Department  of  Justice,  so  we — there  were  press 
.stories  at  the  time  about  White  House  credibility  and  White  House 
s  handling  of  this  matter.  That's  the  context  of  the  meeting.  That's 
certainly  my  recollection  of  the  meetings  that  Mr.  Ickes  held. 
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The  Chairman.  I  want  to  thank  my  colleagues,  and  because  the 
Senator  did  want  to  complete  his  thought  we  have  gone  over  10 
minutes,  we  will  add  that  to  your  time  in  fairness. 

I  want  to  make  an  observation,  and  if  you  would  put  up  the  last 
set  of  notes  concerning  Maggie  Williams'  comment.  Let's  see  the 
date.  It  is  January  6,  exactly  while  this  is  going  on — and  we  will 
come  back  to  this  note — but  this  is  what  I  believe  the  Senator  was 
driving  at  and  I  wasn't  aware  of  this.  I  have  seen  this  note  before, 
but  it  becomes  quite  apparent  that  when  they  say  that  Janet  Reno 
has  shut  the  door,  when  you  look  at  this  in  connection  with  other 
events,  your  notes  reveal  that  the  White  House  was  attempting  to 
negotiate  the  scope  with  the  Attorney  General. 

Your  notes  of  the  same  day,  or  day  after,  say  she  shut  the  door. 
I  mean,  let's  not  fool  ourselves.  This  wasn't  press — people  were  at- 
tempting to  negotiate  the  scope  with  the  Attorney  General.  Now, 
you  may  or  may  not  be  aware  of  who  those  people  were,  but  it  is 
pretty  obvious  that  was  the  context.  Any  other  interpretation,  I  be- 
lieve is  strained.  So  I  share  that  with  you. 

Senator  Sarbanes. 

Senator  Sarbanes.  Senator  Dodd. 

OPENING  COMMENTS  OF  SENATOR  CHRISTOPHER  J.  DODD 

Senator  Dodd.  Thank  you,  Mr.  Chairman.  Thank  you,  Mark. 

Let  me  also  join  with  Senator  Hatch  in  commending  you  for  the 
work  you  are  doing  at  the  Peace  Corps,  but  also  joining  Senator 
Hatch  in  commending  you  for  the  promptness  in  which  these  docu- 
ments were  turned  over  when  discovered.  Others  have  made  other 
suggestions,  and  I  think  it  is  to  Senator  Hatch's  credit  that  he  rec- 
ognizes that  this  ought  not  to  be  an  issue,  how  you  found  these  doc- 
uments and  what  you  thought  had  happened  with  them  and  how 
they  ended  up  here,  and  I  agree  with  him  on  that. 

First,  let  me  respond  to  my  friend  and  colleague  from  New  York. 
As  I  recall  it,  first  of  all,  the  appointment  of  Mr.  Fiske  was  highly 
commended  by  everyone.  At  the  time  of  his  appointment,  it  was 
recognized,  and  in  fact,  I  think  my  friend  from  New  York  was  one 
of  those  who  also  suggested  this  was  a  first-rate  appointment,  had 
all  the  credentials  in  the  world  to  do  a  great  job.  It  was  widely  re- 
ported that  Mr.  Fiske  wrote  his  own  charter  when  it  came  down 
to  the  scope.  So  while  it  may  be  intriguing  to  look  at  people's  own 
desires  and  so  forth,  and  what  they'd  like  to  have  happen,  the  bot- 
tom line  is  that  Mr.  Fiske  wrote  his  own  charter.  What  is  the  date 
of  these  notes?  Is  this  the  5th  of  January? 

Mr.  Gearan.  I'm  sorry? 

Senator  Dodd.  The  date  of  your  notes 

Mr.  Gearan.  It's  throughout  the  year. 

Senator  Dodd.  It's  a  series  of  dates,  isn't  it? 

Mr.  Gearan.  Yes,  Senator  Dodd.  Beginning  with  the  first  note  I 
have,  Senator,  is  the  4th  of  January. 

Senator  Dodd.  And  it  goes  through  until  when? 

Mr.  Gearan.  I  believe  the  8th  of  January. 

Senator  Dodd.  Do  you  recall  when,  in  fact,  President  Clinton 
called  for  the  appointment  of  an  Independent  Counsel? 

Mr.  Gearan.  I  believe  it  was  the  next  week,  it  was  during  the 
foreign  trip  that  the  President  was  on,  as  I  recall. 
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Senator  Dodd.  If  I  said  the  12th  of  January 

Mr.  Gearan.  That  would  make  sense. 

Senator  Dodd.  On  the  12th  of  January,  President  Clinton  calls 
for  the  appointment  of  an  Independent  Counsel.  Do  you  recall 
when  the  Independent  Counsel  was  appointed? 

Mr.  Gearan.  I  do  not. 

Senator  Dodd.  Well,  if  I  said  the  20th  of  January,  does  that  seem 
about  right? 

Mr.  Gearan.  That  was  what  was  referenced  this  morning. 

Senator  Dodd.  The  reason  I  make  that  point,  while  we  can  go 
back  and  examine  all  these  notes  and  so  forth,  the  fact  of  the  mat- 
ter is  that  within  a  week  of  these  notes  being  taken,  President 
Clinton  called  for  the  appointment  of  an  Independent  Counsel. 
Within  roughly  a  week  after  that,  in  fact,  Mr.  Fiske  was  appointed. 

Now  again  that  may  not  seem  like  much  to  anybody  else  but  it 
seems  like  you  have  to  find  out  exactly  what  happened  after  these 
notes  were  taken.  It  is  not  as  if  we  don't  know  what  happened.  We 
know  what  happened.  If  other  things  occurred,  the  notes  and 
things,  people  want  to  read  into  it.  If  you  know  what  happens,  the 
President  names  or  calls  for  an  Independent  Counsel,  going  back 
and  reviewing  these  notes,  the  context  of  that  seems  to  me  cannot 
be  neglected  or  avoided.  So  I  think  it  is  very,  very  important  to 
make  that  point. 

Second,  you  know,  I  find  if  it  weren't  so  significant  and  impor- 
tant, it  would  be  almost  amusing  that  anybody  on  this  side  of  the 
table  would  find  it  mystifying  that  someone  in  public  life  would  be 
antsy  about  the  appointment  of  an  Independent  Counsel.  People 
sitting  around  saying  what  does  this  mean,  or  heaven  forbid,  some- 
one might  be  opposed.  The  idea  in  public  life  of  an  Independent 
Counsel,  I  find  hard  to  believe  someone  sitting  at  this  table  looking 
over  the  last  20  years  of  his  life  might  be  antsy  about  that. 

That  may  come  as  a  shock  to  some  of  my  colleagues,  but  by  and 
large,  I  find  people  in  public  life  are  not  enthusiastic  about  a  public 
Independent  Counsel  being  named,  looking  into  20  years.  So  com- 
mon sense  would  dictate  what  you  reflected,  at  least  to  this  Sen- 
ator, is  people  sitting  around  you  get  a  lot  of  press  inquiries,  you 
got  a  lot  angst.  Again,  I  don't  find  that  terribly  novel  in  a  Washing- 
ton context. 

Let  me  go  back,  if  I  can,  because  the  question  of  the  independ- 
ence is  an  important  point  and  the  suggestion  has  been  made  about 
the  ability  to  influence.  I  would  like  to  turn  your  attention  to  page 
20570.  As  I  read  this 

Senator  Sarbanes.  Would  the  Senator  yield  for  a  moment? 

Senator  Dodd.  I  would  be  glad  to  yield. 

Senator  Sarbanes.  On  the  Independent  Counsel  issue,  it  was  a 
subject  of  considerable  controversy  in  the  Congress,  whether  the 
Independent  Counsel  law  ought  to  be  extended  when  it  expired.  In- 
deed, many  of  my  Republican  colleagues  opposed  extending  the 
Independent  Counsel  law.  In  the  end,  it  was  extended  and  we  are 
now  proceeding  under  it.  But  the  notion  that  there  weren't  legiti- 
mate points  being  raised  about  the  extension  or  nonextension  of 
the  Independent  Counsel  doesn't  square  with  the  record. 

Senator  Dodd.  I  thank  my  colleague  for  reminding  us  of  that 
and,  in  fact,  I  know  today  that  there  are  people  in  Congress,  on 
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both  sides  of  the  aisle,  who  have  some  serious  reservations  about 
Independent  Counsels. 

I  will  come  back  to  the  point  about  the  Attorney  General.  I  was 
intrigued  in  your  notes  about  the  good-hearted  and  bad-hearted. 
We  see  what  happens.  You  become  a  self-fulfilling  prophecy  about 
what  happens  when  these  operations  are  established.  The  com- 
plaints, in  my  view,  about  Mr.  Walsh  and  how  long  that  went  on, 
I  think,  were  legitimate,  frankly.  As  a  Democrat  I  will  tell  you  that. 
I  opposed,  as  I  pointed  out  in  this  Committee  before,  the  establish- 
ment of  an  Independent  Counsel  to  look  into  the  October  Surprise. 
In  1992,  the  allegation  that  President  George  Bush  had  been  flying 
to  Europe  to  meet  with  people  on  the  Iran-Contra  was  ridiculous, 
in  my  view. 

So  I  know  I  am  not  alone  in  my  reservations  about  what  Inde- 
pendent Counsels  can  do  and  what  your  notes  seem  to  reflect  is 
what  is  common  discussion,  maybe  not  in  too  many  public  circles, 
but  I  can  tell  you  an  awful  lot  of  people  here  feel  that  this  needs 
to  be  re-examined,  how  Independent  Counsel's  function  because  of 
the  very  observations  you  make  in  these  notes.  Maybe  others  won't 
say  so  but  I  will.  I  know  there  are  colleagues  on  this  Committee 
who  feel  this  way  about  it.  So  to  suggest  that  somehow  the  White 
House  was  acting  in  a  way  or  talking  about  this  and  something 
that  anyone  will  find  strange  on  this  side  of  the  table  I  don't  think 
really  is  credible. 

Let  me  go  to  the  bottom  of  page  20570  and  as  I  read  that  line, 
we  have  that  up — it's  hard  to  read,  "Republican  appointee  is  run- 
ning investigation."  That's  Mr.  Mackay? 

Mr.  Gearan.  Right. 

Senator  Dodd.  Second  line,  GT  or  Grand  Jury — "GJ  is ? 

Mr.  Gearan.  It  says,  "Citizens  available  to  look  at  evidence." 

Senator  Dodd.  The  next  line? 

Mr.  Gearan.  Says,  "And  an  independent  Attorney  General." 

Senator  Dodd.  What  is  the  point?  What  are  you  saying  here  with 
that  paragraph? 

Mr.  Gearan.  I  guess  I  would  read  this,  Senator  Dodd,  as  Mr. 
Ickes  saying  at  the,  four  lines  up,  get  the  argument  on  why  not  a 
Special  Counsel.  One,  there  is  no  evidence  of  wrongful  acts,  you 
can't  appoint  someone  every  time  there  is  a  charge.  Two,  there  has 
to  be  a  basis  for  this.  Three,  we  have  a  Republican  appointee  who 
was  running  the  investigation  and  you  have  Grand  Jury  available. 
When  I  look  at  this  and  then  review  the  talking  points  that  were 
shared  with  me  at  my  deposition  on  Monday  night,  Senator,  they 
track,  frankly,  the  talking  points  of  the  argument  that  was  being 
made  within  the  White  House  on  why  there  should  not  be  a  Special 
Counsel. 

Senator  Dodd.  That,  in  fact,  with  a,  "Republican  appointee  is" — 
what  is  that  word?  Pursuing? 

Mr.  Gearan.  Running. 

Senator  Dodd.  — "running  investigation,"  that  the  independence 
of  a  Grand  Jury.  And  what  you  are  identifying  here  "and  an  Inde- 
pendent Attorney  General,"  in  effect,  reflecting  the  observation 
about  the  Attorney  General. 

Mr.  Gearan.  The  whole  point  is  that  if  the  question  is  reflecting 
the   independence,   that  Mr.   Mackay  was   a  well-known  and  re- 
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spected  Republican,  as  the  next  page  reflects,  as  well  as  the  fact 
that  there  is  a  Grand  Jury  available  to  look  at  the  evidence  and 
the  fact  that  we  have  an  independent  Attorney  General. 

Senator  Dodd.  That  was  enough  in  a  sense  to  ensure  the,  kind 
of,  independence  of  the  investigation? 

Mr.  Gearan.  That  is  how  I  read  that  as  an  argument  posed  by 
Mr.  Ickes. 

Senator  Dodd.  Second,  let  me  go  back  to  the  issue,  and  the  pages 
on  this,  on  Mr.  Ickes,  and  I  find  that  some  people  just  get  overly 
fascinated  with  the  colorful  language  in  your  memo.  I  am  not  inter- 
ested in  that  so  much  as  I  am  on  the  point  that  was  raised  by  Sen- 
ator Hatch  over  whether  or  not  on  the  appointment  of  the  Inde- 
pendent Counsel,  the  reaction  of  Mrs.  Clinton  and  the  reaction  of 
Mr.  Ickes. 

Let  me  ask  the  question  Senator  Hatch  asked  you.  Is  there  any 
doubt  in  your  mind  about  what  Mr.  Ickes  was  intending  by  his 
points  of  there  was  no  point  in  pursuing  the  discussion,  that  in  fact 
it  reneged.  Now  it  left  it  unclear  in  my  mind  when  Senator  Hatch 
raised  the  question  that  maybe  this  is  open  to  some  different  inter- 
pretation in  your  mind.  If  there  is,  you  ought  to  make  that  clear, 
if  it  is  not,  you  ought  to  make  that  clear  as  well. 

Mr.  Gearan.  Thank  you.  I  thought  how  I  left  it  with  Senator 
Hatch  is  that  is  not  how  I  would  read  my  notes.  There  is  not  a 
doubt  in  my  mind  about  this,  that  is,  certainly  when  you  look  at 
the  context  of  the  notes,  it  was  certainly  Harold's  style  to  move  the 
meeting  along,  to  say  it  is  a  waste  of  time  and  to  go  through  the 
items  that  he  thought  this  meeting  should  be  concentrating  on 
seemed  logical  to  me. 

Senator  Dodd.  It  is  a  waste  of  time  because  the  view  at  that 
juncture  of  the  President  and  Mrs.  Clinton  was  they  were  opposed 
to  an  Independent  Counsel? 

Mr.  Gearan.  That's  correct.  We  should  move  on  to  determine  if 
the  White  House  effort  at  this  period  of  time  was  to  put  together 
this  affirmative  strategy,  to  getting  the  truth  out  on  Whitewater, 
then  we  should  move  on  to  concentrating  our  best  efforts  to  putting 
together  the  Q&A's,  putting  together  the  chronology,  putting  to- 
gether the  types  of  things  that  would  help  facilitate  that. 

Senator  Dodd.  Again,  to  make  the  point,  I  will  turn  it  back  over 
to  Mr.  Ben-Veniste  but  what  is  the  date  of  that  discussion  where 
the  reference  is  made  to  the  Clintons'  opposition  to  the  appoint- 
ment of  an  Independent  Counsel? 

Mr.  Gearan.  January  5th. 

Senator  Dodd.  January  5th? 

Mr.  Gearan.  If  I  am  reading  from  the  same  memo  you  are  refer- 
ring to. 

Senator  Dodd.  To  make  the  point  again,  a  week  later  on  the 
12th,  the  President,  in  fact,  calls  for  the  appointment  of  an  Inde- 
pendent Counsel.  So,  obviously  whatever  happens  between  the  5th 
and  12th,  they  changed  their  mind? 

Mr.  Gearan.  Right. 

Senator  Dodd.  Thank  you. 

Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  To  go  back  to  the  discussion  of  the  "good" 
Independent  Counsel  versus  the  "bad"  Independent  Counsel,  my 
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sense  of  what  you  have  said  and  what  is  contained  in  your  notes 
is  that  even  if  someone  is  good  in  the  sense  of  faithful  to  his  or  her 
task  in  getting  the  evidence,  analyzing  the  evidence  and  making  a 
decision  straight  down  the  line  on  that  evidence,  there  still  is,  after 
all  that  process,  a  great  deal  of  pressure  on  that  individual  who  is 
the  Independent  Counsel  to  come  up  with  something  at  the  end  of 
the  day. 

Mr.  Gearan.  That  is  certainly  the  flavor  of  what  Mr.  Nussbaum 
was  saying.  At  the  bottom  of  567,  he  says  someone  who  was  "ap- 
pointed for  6  to  9  months,  wrote  report,  didn't  expand  and  went 
home."  I  think  his  point  was,  as  I  have  said,  the  length  and  ex- 
pense and 

Mr.  Ben-Veniste.  It  takes  an  extraordinary  person  with  a  great 
deal  of  self-confidence  and  professional  integrity  to  conclude  at  the 
end  of  the  day  that,  indeed,  there  is  nothing  there  and  not  come 
forward  with  some  indictment  as  we  have  seen  recently,  one 
multicount  indictment  that  was  reduced  to  a  misdemeanor  and  so 
forth.  A  difficult  decisionmaking  job,  even  with  the  best  of  inten- 
tions, to  come  back  and  say,  yes,  I  have  looked,  there  isn't  anything 
there.  And  that  has  happened.  It  has  happened,  but  it  seems  to  be 
a  balance  between  the  law  that  is  on  the  books  and  the  individual 
who  gets  the  position. 

Mr.  Gearan.  That's  right.  I  think  the  point  generally  is  that  it 
would  be  difficult  for  someone  to  go  back.  I  think  he  used  the  case 
in  New  York.  He  would  be  afraid  that  he  would  have  conducted 
this  investigation  and  come  up  with  nothing. 

Mr.  Ben-Veniste.  Again,  when  the  use  of  Ms.  Wright  is  made  as 
an  example;  explain  how  that  came  about. 

Mr.  Gearan.  Mr.  Ben-Veniste,  I  would  like  to  be  quite  clear 
about  it,  that  in  fairness,  as  I  said  to  Ms.  Wright  particularly,  this 
was  an  extreme  example  of  what  could  be  a  really  unwarranted 
prosecution,  I  think  was  the  point  that  Mr.  Nussbaum  was  making. 
At  no  time,  did  he  suggest  that  there  was  any  evidence  or  any  fac- 
tual basis  for  her  to  be  charged  with  anything.  This  was  consonant 
with  his  general  argument  about  an  Independent  Counsel  or  Spe- 
cial Counsel. 

Mr.  Ben-Veniste.  Now  with  respect  to  the  points  that  were 
made  about  Mr.  Mackay.  Mr.  Mackay  was  a  Republican  appointee 
and  a  career  Department  of  Justice  employee  in  the  Criminal  Divi- 
sion; is  that  what  was  discussed  at  that  time? 

Mr.  Gearan.  I  think,  as  my  notes  reflect,  is  that  he  had  served 
in  the  Nixon  and  Ford  Administration  as  a  U.S.  Attorney  in  the 
Southern  District  in  Illinois  and  then  to  the  Department  of  Tax  in 
Illinois  and  he  had  been  a  career  prosecutor. 

Mr.  Ben-Veniste.  So  the  point  was  that  an  individual  line  pros- 
ecutor for  the  Justice  Department  who  was  a  career  individual  who 
had  been  appointed  by  a  Republican  President  and  had  served  in 
Republican  Administrations  would  have  the  credibility  to  conduct 
a  fair  and  impartial  investigation  without  implicating  all  of  the 
surrounding  ambiance  or  baggage  that  the  appointment  of  an  Inde- 
pendent or  Special  Prosecutor  would  involve;  is  that  correct? 

Mr.  Gearan.  That's  correct. 

Mr.  Ben-Veniste.  Then  the  discussion  about  the  career  people  at 
the  Department  of  Justice  and  what  the  White  House  had  experi- 
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enced  up  to  that  point  in  dealing  with  them  was  that  the  people 
at  the  Department  of  Justice,  the  career  individuals  such  as  Mr. 
Carver  were  not  giving  any  favored  treatment  to  the  White  House. 

Mr.  Gearan.  That's  how  I  would  read  that,  there  was  no 

Mr.  Ben-Veniste.  The  idea  of  "'bleeping'  us  blue,"  in  colorful 
language,  meant  to  convey  that  they  weren't  getting  any  kind  of 
special  treatment  out  of  these  career  people  at  the  Department  of 
Justice. 

Mr.  Gearan.  I  think  it  is  a  colorful  way  to  express  that  inde- 
pendence of  the  Department,  yes. 

Mr.  Ben-Veniste.  Let  me  share  for  the  benefit  of  Senator  Hatch 
and  others,  since  we  have  had  the  testimony  of  the  career  individ- 
uals about  this,  so  that  there  is  no  misunderstanding  of  their  per- 
spective of  what  was  going  on,  from  Mr.  Alan  Carver's  testimony 
of  October  17,  1995.  At  line  17,  he  said:  "I  don't  think  it  got  to  a 
disagreement.  Again,  I  think  what  it  got  to  was  some  discussion  to 
the  effect  that  we  want  interviews,  and  it  is  important  to  have 
them  and  we  want  to  get  them  scheduled  and  get  them  done.  And 
we  want  them  under  conditions  which  will  be  credible  and  that  will 
be  in  accord  with  the  usual  way  the  FBI  does  interviews." 

"And  in  dealing  with  people  who  are  not  totally  accustomed  to 
that  environment,"  which  I  take  it  was  people  at  the  White  House, 
who  were  the  subject  of  these  interviews  at  this  point,  "as  you  do 
when  you  are  dealing  with  people  all  the  time  in  investigations  and 
trying  to  work  that  out,  so  it  was  that  sort  of  thing.  I  don't  see  it, 
in  my  mind,  as  a  contest  or  an  antagonistic  situation.  But  I  think 
there  was  apparently  a  sense  that  it  should  be  done  a  little  dif- 
ferently than  the  way  we  wanted  to  do  it,"  meaning  Department  of 
Justice  career  investigators,  "and  we  wanted  to  do  it  professionally 
and  in  accordance  with  the  standard  operating  procedure  of  the 
FBI.  It  was  as  simple  as  that  and  we  weren't  going  to  do  it  any 
other  way." 

Then  Mr.  McDowell  testified  at  page  137. 

"Question:  As  the  result  of  those  interviews,"  meaning  the  ones 
which  had  taken  place  just  before  your  meeting  in  January,  "did 
it  appear  to  you  that  anyone  at  the  White  House  had  acted  unlaw- 
fully?" 

"Answer:  No.  Although,  frankly,  I  haven't — if  I  have  ever  seen 
the  interviews,  I  have  forgotten  them  but  it  was  not  an  issue  as 
we  were  turning  the  case  over  to  Fiske.  We  didn't  think  we  had 
any  evidence  of  any  unlawful  behavior." 

"Question:  And  did  you  uncover,  putting  aside  unlawful  behavior, 
any  evidence  of  improper  motive? " 

"Answer:  I  don't  recall  any,  no." 

Finally,  with  respect  to  Mr.  Mackay,  at  page  44  of  his  testimony. 
"The  only  thing  I  remember  about  that  was  Mr.  Carver  basically 
complaining,  I  guess,  to  Mr.  McDowell  that  the  bureau  was  drag- 
ging its  feet,"  meaning  the  FBI,  "in  conducting  all  the  interviews, 
not  just  Mr.  Nussbaum.  I  sort  of  have  a  faint  recollection  of  maybe 
later  on  Mr.  Carver  complaining  to  Mr.  McDowell  in  my  presence 
that  the  FBI  was  holding  back  on  the  Nussbaum  interview." 

So  these  discussions  were  going  on  and  Mr.  Carver,  who  was  the 
person  who  was  being  complained  about,  said  in  his  testimony  be- 
fore this  Committee  under  oath  that  he  was  going  to  stick  to  the 
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regular  procedures  and  wasn't  going  to  deviate  from  them,  that  the 
White  House  people  might  not  have  liked  that,  but  that  is  what  he 
was  going  to  do. 

So,  that,  in  essence,  all  falls  within  the  composite  picture  of  Mr. 
Mackay  as  a  credible  person,  as  an  experienced  person  who  could 
conduct  this  investigation  with  credibility  under  the  aegis  of  the 
Department  of  Justice  and  that  from  the  standpoint  of  technical 
analysis,  putting  aside  political  analysis,  which  eventually  ruled 
the  day,  that  the  appointment  of  Independent  Counsel  was  not  nec- 
essary in  this  circumstance.  Is  that  what  this  discussion  essentially 
was  about? 

Mr.  Gearan.  Mr.  Ben-Veniste,  that  is  the  first  time  I  have  obvi- 
ously heard  that  testimony.  Certainly  I'm  not  aware  of  it.  As  I  have 
testified  here,  Mr.  Ickes'  comments  on  Mr.  Carver  in  the  context  of 
those  notes,  as  it  illustrates  again  Mr.  Nussbaum's  argument 
against  a  Special  Prosecutor  is  such  that  there  was  clear  independ- 
ence by  the  career  folks  at  Justice,  and  that  was  quite  clear  in  his 
language. 

Mr.  Ben-Veniste.  Mr.  Ickes  was  saying  so  in  direct  and  colorful 
language? 

Mr.  Gearan.  Apparently,  yes. 

The  Chairman.  Before  I  recognize  Senator  Grams,  I  have  to  tell 
you,  I  noticed  that  there  is  a  propensity  for  you  to  have  almost  a 
detailed  recollection  when  it  is  something  that  is  exculpatory  or 
that  would  minimize  a  reasonable  interpretation  of  your  notes. 
How  anyone  can  interpret  your  notes  of  January  8th — let's  put  it 
up  on  the  Elmo.  Whitewater,  January  8,  Ward  Room. 

Mr.  Gearan.  What  is  the  number,  Senator? 

The  Chairman.  That's  your  last  page  of  notes,  "Whitewater,  Jan- 
uary 8th."  See  it? 

Mr.  Gearan.  Yes. 

The  Chairman.  On  or  about  what  time  did  that  meeting  start? 
Where  was  the  Ward  Room? 

Mr.  Gearan.  The  Ward  Room  is  in  the  West  Wing  of  the  White 
House. 

The  Chairman.  Why  were  you  there? 

Mr.  Gearan.  I  recall  during  this  week  a  series  of  meetings,  as 
I  have  said,  where  the  White  House  was  trying  to  put  together  ef- 
forts to  speak  more  publicly  through  op  eds  and  appearances  on 
television  shows  and  related  matters  and  in  more  detail 

The  Chairman.  At  the  same  time  the  White  House  was  attempt- 
ing to  prevent  the  release  of  various  records  from  the  public,  as  you 
testified;  isn't  that  true? 

Mr.  Gearan.  I'm  not  sure 

The  Chairman.  Didn't  you  say  that  they  wanted  the  documents 
subpoenaed  by  the  Department  of  Justice  so  that  they  wouldn't  be 
made  public? 

Mr.  Gearan.  I  hope  I  testified  that  my  understanding  was  that 
the  request  for  the  subpoena  was  to  protect  the  confidentiality  of 
those 

The  Chairman.  Yes,  from  the  public,  so  that  they  would  not  be 
made  public;  is  that  correct? 

Mr.  Gearan.  Senator 
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The  Chairman.  We  will  go  over  that,  because  we  have  other  indi- 
cations. This  isn't  an  isolated  meeting.  People  are  working,  assem- 
bling. It  ties  together.  What  is  the  next  line  in  your  notes? 

Mr.  Gearan.  "BN,"  which  I  would  read  as  Bernie  Nussbaum,  "ar- 
gument against  Special  Prosecutor." 

The  Chairman.  Let's  go  down  to  the  next  one. 

Mr.  Gearan.  "HI,"  Harold  Ickes.  "Alan  Carver  at  Department  of 
Justice — bad  guy." 

The  Chairman.  He  says  he  is  what?  Read  it. 

Mr.  Gearan.  My  notes  say,  "bad  guy." 

The  Chairman.  What  does  that  mean? 

Mr.  Gearan.  I  think  it  means  tough  guy. 

The  Chairman.  A  tough  guy  is  now  a  bad  guy  or  a  bad  guy  is 
now  a  tough  guy?  It  doesn't  say  he  is  tough.  It  says  he  is  a  bad 
guy.  Why  is  he  a  bad  guy?  You  had  a  discussion  about  this.  You 
don't  remember  that? 

Mr.  Gearan.  Senator,  my  notes  reflect  as  it  goes  on  to  say, 
"When  Kendall  called,  when  he  called  on  speakerphone  were  two 
FBI  agents  and  Jim  Nixon." 

The  Chairman.  Go  ahead. 

Mr.  Gearan.  "These  guys  are  [expletive  deleted]  us  blue." 

The  Chairman.  This  wasn't  usual.  The  Justice  Department  was 
viewed,  if  you  take  Mr.  Ickes'  views,  as  bad  guys? 

Mr.  Gearan.  I  would  take  it  to  mean  they  are  being  tough  and 
independent. 

The  Chairman.  Independent?  Is  it  bad  if  they  are  independent? 

Mr.  Gearan.  No,  but  when  read  in  the  context  of 

The  Chairman.  You  are  a  great  notetaker.  We  asked  before  why 
you  took  these  notes  and  even  included  some  of  this  colorful  lan- 
guage, and  you  said  because  that  is  my  training.  He  didn't  say 
"independent."  If  he  said  "independent"  you  would  have  put  it 
down;  isn't  that  true? 

Mr.  Gearan.  I  may  have,  but 

The  Chairman.  Now  wait  a  minute.  You  are  not  telling  me  that 
you  put  "bad"  down  when  he  really  said  "independent"? 

Mr.  Gearan.  No,  sir. 

The  Chairman.  You  are  not  suggesting  to  me  when  he  says  these 
guys  are  giving  it  to  us  blue  that  that  had  anything  to  do  with 
independent;  is  that  true? 

Mr.  Gearan.  Senator,  what  I  am  trying  to  do  is  to  help  this 
Committee 

The  Chairman.  I  am  asking  you  to  be  responsive  to  my  ques- 
tions. Nothing  there  suggests  they  are  independent.  You  suggested 
they  are  not  happy  with  the  Justice  Department.  Isn't  that  true? 
Yes  or  no? 

Mr.  Gearan.  Senator,  I  think  Mr.  Ickes,  this  is  probably  best  a 
question  for  Mr.  Ickes 

The  Chairman.  I  am  not  asking  you  to  characterize  your  feeling. 
I  am  asking  you  to  reflect  about  what  people  said  and  what  took 
place  at  that  meeting. 

Mr.  Gearan.  My  reflection  of  that  meeting 

The  Chairman.  You  are  going  to  say  that  he  really  meant  that 
they  were  independent.  That's  your  characterization.  Read  it  again 
and  then  tell  me  your  conclusion. 
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Mr.  Gearan.  "Bernie  Nussbaum  argument  against  Special  Pros- 
ecutor Harold  Ickes,  Alan  Carver  at  Department  of  Justice — bad 
guy.  When  Kendall  called" 

The  Chairman.  Slow  down.  What  did  he  say  he  was  at  Depart- 
ment of  Justice,  Carver? 

Mr.  Gearan.  "Harold  Ickes,  Alan  Carver  at  Department  of  Jus- 
tice— bad  guy." 

The  Chairman.  Why  is  he  bad?  Because  he  is  independent? 

Mr.  Gearan.  Senator,  I  think  what  I  can  best  provide  to  you 

The  Chairman.  But  why  is  he  a  bad  guy? 

Mr.  Gearan.  I'm  sorry? 

The  Chairman.  Why  is  he  a  bad  guy? 

Mr.  Gearan.  I  don't  recall  anything  more  than  Harold  respond- 
ing, as  I  read  this,  and  do  my  best  to  recall  for  you. 

The  Chairman.  Well,  he  concludes  with  a  rather  colorful  observa- 
tion and  conclusion,  doesn't  he? 

Mr.  Gearan.  He  does. 

The  Chairman.  Senator  Grams. 

OPENING  COMMENTS  OF  SENATOR  ROD  GRAMS 

Senator  Grams.  Thank  you  very  much,  Mr.  Chairman, 

Mr.  Gearan,  nice  seeing  you  again  today.  We  are  talking  about 
a  series  of  meetings  that  you  attended  and  took  notes  at.  How 
would  you  describe  these  meetings?  What  was  the  purpose  or  the 
mood  during  these  set  of  meetings  that  you  attended? 

Mr.  Gearan.  To  your  second  point,  Senator,  the  mood  was  or  the 
context  was,  at  the  beginning  of  this  year,  Mr.  Ickes  had  just  joined 
the  White  House  staff  as  the  Deputy  Chief  of  Staff,  and  there  was 
an  effort,  as  one  of  my  notes  I  believe  say,  that  we  should  have  an 
affirmative  strategy  within  the  White  House  to  try  to  put  together 
the  information,  we  would  need  to  get  the  truth  out,  to  get  our — 
the  information  that  reporters  were  inquiring  about  in  the  best 
way  we  could.  These  meetings  reflect  two  things,  I  believe.  Number 
one,  an  effort  within  the  White  House  to  put  together  the  informa- 
tion that  would  be  needed  to  deal  with  these  issues,  whether  that 
was  a  chronology  or  the  question  and  answers  or  the  other  kinds 
of  materials  that  these  notes  reference. 

It  is  particularly  important,  Senator,  because  at  this  time  at  the 
beginning  of  January,  there  were  questions  about  the  White  House 
handling  of  this  matter,  that  the  White  House  had  announced  Sun- 
day that  the  documents  were  already  at  Justice.  On  Monday,  we 
had  to  say  there  would  be  a  delay  because  they  were  not  there  yet. 
The  question  was  a  network  story,  frankly,  about  the  White  House 
handling  of  this  matter. 

So,  there  was  I  think  even  an  increased  effort  and  need  and  rec- 
ognition of  the  importance  that  we  be  correct,  that  we  not  misstate 
any  particular  fact  because  then  the  last  thing  we  would  need  is 
to  come  back  and  have  to  restate  something  or  correct  something 
or  to  amend  a  statement  that  the  White  House  issued. 

Second,  this  was  a  period  of  time  where  there  was  an  internal 
debate  within  the  White  House,  which  the  notes  are  quite  clear  on, 
as  to  whether  the  President  should  call  for  an  Independent  Counsel 
or  not.  Those  notes  reflect  the  differing  views  on  that  matter.  What 
I  most  recall  certainly  is  the  effort  to  try  to  be  affirmative  in  our 
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presentation  and  to  make  sure  that  we  had  the  facts.  Frankly,  hav- 
ing worked  for  a  little  bit  as  a  reporter,  I  found  that  a  responsible 
thing  to  do,  that  we  would  have  the  correct  information. 

Senator  Grams.  All  right.  Now  knowing  what  you  know  about 
these  meetings,  you  left  in  August,  about  8  months  later.  Your 
nomination  to  serve  as  Director  of  the  Peace  Corps  was  reported 
out  of  the  Foreign  Relations  Committee  on  August  10,  1995;  is  that 
correct? 

Mr.  Gearan.  That's  correct. 

Senator  Grams.  Your  nomination  was  confirmed  by  the  Senate 
the  next  day,  August  11,  1995? 

Mr.  Gearan.  That's  correct. 

Senator  Grams.  During  this  time,  the  Whitewater  investigation 
was  going  full  steam.  You  knew  about  these  notes  and  these  meet- 
ings. In  fact,  if  you  will  recall,  I  had  an  opportunity  to  meet  with 
you  regarding  your  nomination  to  the  Peace  Corps  and  during  our 
conversations,  you  never  brought  up  the  notes  to  the  Whitewater 
incidents  and  we  had  no  reason  to  talk  about  that.  I  didn't  bring 
them  up  because  I  had  no  knowledge  of  your  participation  in  that. 
So  it  wasn't  part  of  our  conversation.  But  the  fact  is  that  you  were 
aware  of  these  notes,  you  were  aware  of  the  subpoenas  that  had 
been  issued  dealing  with  this  information  and  yet  never  offered 
these  or  never  presented  these  notes  ahead  of  time. 

Mr.  Gearan.  Senator,  for  the  purposes  of  production  during  that 
period  of  time,  I  worked  with  my  counsel  to  provide  this  Commit- 
tee, the  House  Banking  Committee,  this  predecessor  committee, 
the  Special  Counsel,  and  the  Independent  Counsel  any  information 
that  could  be  helpful  and  would  be  responsive  to  individual  subpoe- 
nas or  requests  for  information.  These  were  not  during  that  period 
of  time. 

Senator- Grams.  But  you  were  aware  of  the  investigation  that 
was  going  on  by  this  Committee  and  the  House? 

Mr.  Gearan.  Certainly,  Senator. 

Senator  Grams.  No  official  request,  I  understand  it,  had  come 
from  this  Committee  asking  for  the  documents  before  your  con- 
firmation. But  I  have  heard  your  explanation  for  complying  with 
subsequent  requests  or  subpoenas.  But  at  the  time  you  didn't  feel 
you  had  an  obligation  to  turn  over  these  notes  ahead  of  this  time? 

Mr.  Gearan.  Senator,  at  the  time  of  my  confirmation,  which  I 
think  was  the  week  before  my  appearance  before  this  Committee, 
those  documents  I  understood  as  being  Communications  Office 
files,  and  I  did  my  very  level  best  to  respond  to  every  inquiry  that 
has  been  made.  I  have  tried  to  do  my  best  effort  to  respond  at 
every  step  of  the  way  to  the  various  investigations  that  have  gone 
on  with  this  matter.  I  have  worked  hard  to  do  that. 

Senator  Grams.  These  notes  would  not  have  been  included  in 
those  efforts? 

Mr.  Gearan.  These  notes  were  not  responsive  to  any  previous  in- 
quiry? 

Senator  Grams.  When  we  were  talking  about  the  whole  investi- 
gation dealing  with  Madison  Guaranty  Savings  &  Loan  specifically 
and  the  investigation  dealing  with  issues  around  Whitewater,  and 
just  to  read  some  of  the  notes  that  were  indicated,  taken  into  your 
notes  here,  indicated  that  President  Clinton  called  Mr.  Hale  several 
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times.  The  notes  indicate  alleged  conversations  between  Hale, 
McDougal,  and  Tucker  about  Madison  problems,  that  Madison's  fi- 
nancial problems,  needing  to  get  money  into  Madison,  your  notes 
reflect  that  these  were  discussed.  You  don't  recall  when  you  first 
learned  of  the  allegations  of  the  meetings  again  between  Clinton, 
Hale,  and  McDougal. 

So  these  were  all  in  these  notes,  all  dealing  with  the  investiga- 
tion, and  while  they  might  not  have  been  specifically  asked  for  in 
detail,  but  you  knew  they  were  within  the  scope  of  the  investiga- 
tion, but  yet  did  not  cooperate.  I  think  it  is  more  not  of  cooperation, 
but  a  lack  of  cooperation  with  this  Committee. 

Mr.  Gearan.  Senator,  the  notes  I  think  that  you  referred  to  were 
reporter's  inquiries  to  me  when  I  was  the  Director  of  Communica- 
tions at  the  White  House.  Those  were  reporters'  questions  posed  to 
me.  I've  done  my  very  best  to  respond  completely  and  accurately 
to  every  individual  request  of  this  Committee,  and  I  will  continue 
to  do  so.  There  has  been  no  instance  where  I  have  not  appeared 
before  this  Committee  or  the  House  Banking  Committee  or  the 
Grand  Jury  on  occasions  or  the  Inspector  General  of  the  Depart- 
ment of  the  Treasury.  I  have  tried  my  very  level  best  to  cooperate 
at  every  step  of  the  way. 

To  the  extent  that  these  in  your  judgment  would  have  been  re- 
sponsive in  a  previous  instance,  I  would  be  happy  to  review  this 
with  my  counsel,  who  worked  with  me  on  the  production.  But  most 
sincerely,  Senator,  for  2  years,  from  the  initial  request  from  Mr. 
Fiske  to  Mr.  Starr  to  the  House  Banking  Committee  to  your  prede- 
cessor committee  to  this  Committee,  which  I  respect  the  U.S.  Sen- 
ate for  calling,  I  have  done  my  best  to  respond. 

Senator  Grams.  Were  you  asked  by  the  Independent  Counsel's 
Office  at  any  time  to  produce  these  documents?  If  not  specifically, 
at  least  documents  related  to  anything  dealing  with  Whitewater. 

Mr.  Gearan.  I  have  at  the  request  of  the  Independent  Counsel 
produced  everything  that  was  responsive. 

Senator  Grams.  But  these  notes  didn't  come  until  January,  but 
yet  they  dealt  with  Whitewater. 

Mr.  Gearan.  Senator,  in  terms  of  the  Independent — in  terms  of 
this  Committee,  when  I  received  requests  and  I  personally  have  not 
been,  but  when  the  White  House  has  been  subpoenaed  for  these 
documents  from  the  Committee,  I  have  gone  through  them  with  the 
best  care  that  I  can  take.  They  were  segregated  in  my  files  for  that 
purpose  and  certainly  no  effort  was  made  to  be  anything  but  the 
most  compliant  with  any  request  for  information. 

I  honor  the  subpoena  power  of  this  Committee.  I  honor  the  sub- 
poena power  of  any  investigative  authority.  And  there  has  been  no 
effort  on  my  part  not  to  be  compliant  in  every  way.  Personal  ap- 
pearances or  documents  or  depositions 

The  Chairman.  Mr.  Gearan,  we  have  heard  that. 

Mr.  Chertoff.  I  want  to  ask  you  a  question.  Frankly,  I  tell  you, 
I  have  a  vivid  recollection  of  you  being  before  the  Banking  Commit- 
tee in  July  1994.  First  of  all,  let's  get  it  absolutely  clear  under  oath 
on  the  record.  The  records,  the  notes  you  turned  over  on  January 
31,  1996,  including  notes  of  the  meetings  that  you  have  been  testi- 
fying about  here  and  the  notes  of  a  2-hour  meeting,  give  or  take 
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a  few  minutes  with  Mr.  Gerth  and  Mr.  Lindsey,  you  had  that  in 
your  possession  in  1994;  right? 

Mr.  Gearan.  Those  were  my  files  from  the  White  House. 

Mr.  Chertoff.  You  were  aware  of  their  existence,  right? 

Mr.  Gearan.  They  were  segregated  in  that  group  of  files. 

The  Chairman.  But  you  knew  that  you  had  the  notes? 

Mr.  Chertoff.  They  were  segregated  and  put  aside  in  a  certain 
area. 

Mr.  Geran.  That's  correct. 

Mr.  Chertoff.  Your  notes  and  your  handwriting;  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  On  July  23,  1994,  under  oath  before  the  Senate 
Banking  Committee,  at  page  24  of  your  testimony,  you  were  asked 
about  an  October  14th  meeting  you  had  with  Jean  Hanson  from 
Treasury,  where  you  received  information,  and  the  question  you 
were  asked  was  what  you  recalled  about  that  meeting,  and  you  an- 
swered on  page  24: 

Again,  for  the  part  of  the  meeting  that  I  was  at,  these  are  the  notes  that  I  took 
because  these  were  questions  to  Treasury  and  about  an  RTC  matter.  This  was  one 
of  the  first  contacts  I  thought  references  that  I  can  recall  for  Whitewater.  This  was 
not  on  my  radar  screen,  Whitewater,  at  this  point  in  time. 

But  in  fact,  3  weeks  before  this  October  14th  meeting  which  you 
testified  about  under  oath,  you  had  sat  down  and  had  a  lengthy 
meeting  about  Whitewater  with  Mr.  Gerth  and  Mr.  Lindsey.  There 
is  a  telephone  message  to  you  on  September  23rd,  shortly  before 
the  October  14th  meeting  discussing  Castle  Grande,  your  own 
handwriting.  You  have  questions  about  the  Hale  meeting  on  Sep- 
tember 23rd.  Within  3  weeks  you  have  this  October  14th  meeting 
and  yet  you  come  before  the  Banking  Committee  and  you  swear 
that  the  October  14th  meeting  was  the  first  time  it  was  on  your 
radar  screen. 

Yet  if  we  had  had  the  September  23rd  telephone  message,  for  ex- 
ample, we  would  have  known  quite  to  the  contrary  that  it  was  all 
over  your  radar  screen,  that  you  were  able  to  write  about  the  three 
conversations  David  Hale  had  with  Bill  Clinton,  that  there  was  a 
meeting  on  Castle  Grande.  And  I  have  to  ask  you,  Mr.  Gearan,  it 
never  occurred  to  you  during  your  deposition  in  preparation  for 
those  hearings  or  during  your  sworn  testimony  under  oath  in  1994 
when  you  were  asked  about  whether  Whitewater  was  on  your 
radar  screen,  it  never  occurred  to  you  to  go  back  and  look  at  those 
segregated  notes  and  determine  that  in  fact  it  was  dead  center  on 
your  radar  screen? 

Mr.  Gearan.  Mr.  Chertoff,  as  I  testified  in  my  deposition,  I 
would  not  have  placed  this  at  that  point  in  time.  I  have  no  reason 
to  doubt  it. 

Mr.  Chertoff.  What  does  it  say?  September  23,  1993.  You  don't 
have  to  place  it.  Right  in  front  of  you  it  says  September  23,  1993. 
There  is  a  message  from  someone  at  The  New  York  Times.  Would 
you  agree  with  me  that  September  23,  1993  is  before  October  14, 
1993? 

Mr.  Gearan.  I  would  agree  with  that. 

Mr.  Chertoff.  And  that  in  your  notes  you  had  a  document  that 
indicated  that  on  September  23rd,  this  reporter  was  anticipating 
doing  a  story  tomorrow  and  had  questions  for  you,  which  means 
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that  you — and  you  wrote  down  your  notes  of  your  conversation  with 
Mr.  Engleberg  and  in  it  there  is  discussion  of  Castle  Grande  and 
David  Hale.  This  was  right  in  your  notes  that  you  had  segregated, 
absolutely  conclusively  demonstrating  that  3  weeks  before  your  Oc- 
tober 14th  meeting,  you  were  dealing  with  this  issue.  Yet  you  came 
before  the  Senate  and  you  didn't  think  those  notes  were  relevant? 

Mr.  Gearan.  Mr.  ChertofT,  as  I  tried  to  say  in  my  deposition,  I 
did  not  recall  that  this  had  happened  in  September. 

Mr.  Chertoff.  How  do  you  explain  September  23,  1993?  Doesn't 
it  say  it  there? 

Mr.  Gearan.  As  I  said,  I  have  no  reason  to  dispute  that,  Mr. 
Chertoff. 

Mr.  Chertoff.  No,  you  had  your  notes  segregated;  right? 

Mr.  Gearan.  My  point  is  this:  The  questions  I  have  been  asked 
and  I  have  tried  to  be  responsive  to  the  Committee  on  is  when  was 
Whitewater  on  my  radar  screen.  As  my  memory  in  my  deposition 
and  in  my  testimony  from  last  year  or  today  would  be,  I  would  not 
have  placed  it  that  early.  But  I  have  no  reason  to  dispute  that. 

Mr.  Chertoff.  But  Mr.  Gearan,  you  had  the  notes.  You  didn't 
have  to  rely  on  your  memory.  The  notes  showed  a  2-hour  meeting 
with  Gerth  about  David  Hale. 

The  Chairman.  Clearly  you  indicated  that  was  not  the  first  occa- 
sion. You  might  not  know  the  exact  month,  but  you  had  a  pretty 
important  conference  with  regard  to  White  House  personnel  who 
were  concerned  about  this  meeting  with  Gerth  and  this  interview. 
So  you  might  have  thought  one  was  in  September,  but  you  indi- 
cated this  was  the  first  time.  You  said  the  meeting  in  October  was 
the  first  contact.  That  wasn't  true.  You  had  this  on  your  radar,  but 
you  said  you  didn't  recall  that.  This  was  important.  We  are  talking 
about  the  President,  the  First  Lady,  what  they  may  have  done, 
Castle  Grande.  You  went  in — by  the  way,  is  that  your  note? 

Mr.  Gearan.  Yes,  Senator. 

The  Chairman.  So  you  took  that,  then? 

Mr.  Gearan.  Yes,  Senator. 

The  Chairman.  You  never  reviewed  it  before  you  came  before 
this  Committee?  You  were  aware  of  this  contact,  weren't  you? 

Mr.  Gearan.  My  notes  from  the  Gerth  meeting  were  not  dated. 

The  Chairman.  But  you  remembered  the  meeting. 

Senator  Dodd.  Can  we  give  him  a  chance  to  answer.  I  appreciate 
your  point.  I  understand  that,  but  give  him  a  chance  to  answer. 

The  Chairman.  I  am  going  to  make  an  observation.  You  certainly 
knew  that  you  had  a  rather  extensive  contact  that  lasted  for  a  pe- 
riod of  time  with  respect  to  this  and  you  had  noted  this  as  well. 
So  when  you  said,  well,  my  first  time  was  this  other  occasion,  that 
was  not  correct. 

Mr.  Chertoff.  And  you  talked  to  the  President  about  it. 

Senator  Dodd.  Wait  a  second.  Give  him  a  chance  to  answer. 

The  Chairman.  Is  that  true,  that  wasn't  correct? 

Senator  Dodd.  You  are  saying  what  he's  going  to  say,  why  don't 
you  ask  him  if  it  wasn't  correct. 

Mr.  Gearan.  Why  don't  you  repeat  the  question,  Mr.  Chairman? 

The  Chairman.  Didn't  you  have  prior  contact  and  wasn't  this 
matter  on  your  radar  screen  before  the  October  meeting? 
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Mr.  Gearan.  Mr.  Chairman,  I  have  stated  previously  that  the 
October 

The  Chairman.  You  are  not  being  responsive  to  the  question.  I 
would  like  to  know  whether 

Senator  Dodd.  Mr.  Chairman,  let  him  answer  the  question,  with 
all  due  respect. 

The  Chairman.  Well,  with  all  due  respect,  the  answer  is  not  re- 
sponsive. I  am  asking  you  whether  your  testimony 

Senator  Dodd.  If  you  don't  like  the  answer,  that  is  one  thing. 
That  is  perfectly  legitimate.  Let  him  answer. 

The  Chairman.  I  want  a  responsive  answer.  The  question  is  this: 
In  your  testimony  before  this  Committee,  you  said  the  October 
meeting  was  the  first  time  Whitewater  was  on  your  radar  screen? 
Now  was  that  accurate? 

Mr.  Gearan.  If  we  could  just  put  that  up  on  the  screen  again, 
that  would  be  helpful  to  me. 

The  Chairman.  Page  24. 

Mr.  Gearan.  I  think  it  says,  "This  was  one  of  the  first  contacts, 
I  thought,  references  I  can  recall  for  Whitewater." 

The  Chairman.  Go  ahead.  Read  the  rest. 

Mr.  Gearan.  'This  was  not  on  my  radar  screen,  Whitewater,  at 
this  point."  What  I  can  help  you  with  and  let  me  try  to  be  respon- 
sive is  that  the  best  I  can  recall,  this  was  one  of  my  first  contacts 
with  Whitewater.  My  Gerth  notes  are  not  dated.  So,  I  would  have 
placed  the  story  later.  I  don't  believe  they  were  wrote  for  several 
weeks.  But  I  will  accept  that  this  conversation  happened  at  this 
point  in  time  in  September. 

Mr.  Chertoff.  Mr.  Gearan,  I  want  to  put  up  S  20454  through  56. 
This  was  a  newspaper  article  Bruce  Lindsey  sent  you.  It  says 
"Mark:  FYI,  Bruce — Judge  expects  to  be  indicted  in  SBA  loans." 
This  is  S  20454.  We  are  putting  it  up.  This  is  something  that  you 
received  within  days  after  the  Gerth  meeting  for  2  hours.  It  is  di- 
rected to  you  from  Mr.  Lindsey. 

Mr.  Gearan.  Mr.  Chertoff,  I  don't  know  when  I  received  it.  I 
don't  know  when  I  received  it.  I  don't  dispute  it  was  in  my  files. 

Mr.  Chertoff.  You  think  you  got  it  months  after  the  article  was 
written? 

Mr.  Gearan.  I  don't  know  when  I  received  it.  My  point  is  this, 
in  terms  of  the  radar  screen  at  this  period  of  time,  because  Mr. 
Lindsey  was  the  principal  point  of  contact  on  Arkansas  matters,  be- 
cause he  would  be  the  person  that  I  would  solicit  information  from 
in  the  instance  of  the  Gerth  conversation,  because  there  were  so 
many  names  and  players  of  which  I  was  unfamiliar  with  and  I  was 
grateful  that  Mr.  Lindsey  was  there  because  he  was  more  knowl- 
edgeable than  I 

Mr.  Chertoff.  This  is  not  a  responsive  answer. 

Senator  Dodd.  Come  on  now. 

The  Chairman.  Here  is  the  problem.  Our  time  is  up.  I  want  to 
make  a  point.  In  your  notes — these  are  not  just  any  notes.  The 
notes  of  September  23rd,  put  them  back  up  on  the  Elmo,  please. 
Would  you  read  that?  "There  are  3  occasions  of" 

Mr.  Gearan.  What  is  the  number  of  that  again,  Senator? 

The  Chairman.  The  number  is  S  20452. 
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Mr.  Gearan.  I  will  read  it  from  here.  "There  are  3  occasions  of 
conversations  with  BC." 

The  Chairman.  With  Bill  Clinton. 

Mr.  Gearan.  "February  1986 — Bill  Clinton  meeting  on  Castle 
Grande." 

The  Chairman.  Read  the  next  one. 

Mr.  Gearan.  "Does  Bill  Clinton  have  recollection  of  meeting?  If 
so,  what  happened?" 

The  Chairman.  Then  you  have  what?  What  does  it  say? 

Mr.  Gearan.  "No." 

The  Chairman.  At  the  top  right-hand  side,  what  does  it  say? 

Mr.  Gearan.  "No  recollection,  doesn't  believe  it  happened." 

The  Chairman.  So  you  checked  with  somebody  to  see  if  the 
President  had  any  recollection  with  respect  to  these  meetings;  is 
that  correct? 

Mr.  Gearan.  I'd  have  checked  with  Mr.  Lindsey,  I  believe,  yes. 

The  Chairman.  Now,  you  actually  went  back  to  the  President  of 
the  United  States,  whether  directly  or  through  Mr.  Lindsey,  but 
when  you  came  before  this  Committee  and  we  asked  you,  you  had 
no  recollection  of  Whitewater  being  on  your  screen?  This  isn't  just 
a  report  from  a  reporter.  You  actually  went  to  a  Presidential  As- 
sistant, Bruce  Lindsey;  right? 

Mr.  Gearan.  Yes. 

The  Chairman.  You  reported  to  him  that  there  were  three  meet- 
ings. There  were  three  meetings  in  1986  and  then,  "Does  Bill  Clin- 
ton have  recollection  of  the  meeting?  If  so  what  happened?"  That's 
your  question;  right? 

Mr.  Gearan.  That  is  I  would  assume  Mr.  Engleberg's  question. 
That  is  my  handwriting. 

The  Chairman.  It  is  your  handwriting.  So  somebody  wanted  to 
know.  You  then  followed  up  on  this. 

Mr.  Gearan.  I  would  have  asked  Mr.  Lindsey. 

The  Chairman.  Mr.  Lindsey  got  an  answer  from  whom? 

Mr.  Gearan.  I  would  take  it  to  mean  the  President. 

Senator  Dodd.  Mr.  Chairman,  can  I  ask,  what  is  the  significance 
of  all  of  this? 

Mr.  Chertoff.  The  significance  is  whether  the  testimony  that  he 
gave  is  accurate  testimony  and  whether  his  failure  to  produce  the 
records  is  justifiable. 

Senator  Dodd.  Beyond  that,  tell  me  the  significance  in  the  con- 
text of  where  this  is  going. 

The  Chairman.  I  think  it  goes  even  further.  We  have  a  witness 
who  has  testified  previously  before  this  Committee  in  a  manner 
that  raises  some  very  real  questions  just  in  terms  of  failing  to  re- 
spond to  this  Committee  concerning  our  investigation.  He  says  that 
the  first  time  he  was  aware  of  this  was  at  this 

Senator  Dodd.  What  is  the  point,  though? 

The  Chairman.  Indeed,  there  was  a  very  important  meeting  and 
series  of  meeting  because  indeed  if  Mr.  Lindsey  checked  on  it, 
when  did  he  get  back? 

Senator  Dodd.  I  still  ask  the  same  question,  so  what? 

The  Chairman.  His  failure  to  come  forward  and  produce  these 
documents  in  a  timely  manner,  withholding  these  documents  from 
the  Committee 
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Senator  DODD.  Now  wait  a  minute. 

Now  wait  a  minute,  Mr.  Chairman. 

The  Chairman.  That  is 

Senator  Dodd.  That's  your  interpretation.  There's  no  evidence 
that  happened. 

The  Chairman.  Given  the  lack  of  response. 

Senator  Dodd.  You  can't  say  that  now. 

The  Chairman.  Mr.  Gearan,  did  you  discuss  whether  these  docu- 
ments should  be  produced  at  an  earlier  time  with  anybody  prior  to 
their  production  on  January  3 1st? 

Mr.  Gearan.  Mr.  Chairman,  when  I  was  at  the  White  House,  the 
production  was — I  reviewed  the  production  with  my  counsel  and 
then  that's  the  process.  I  did  not  discuss  with  the  White  House 
Counsel  how  they  were  producing  it  to  the  Committee  at  this  point 
in  time,  no,  I  did  not. 

The  Chairman.  Did  you 

Senator  Dodd.  Can  we  have  some  time  back?  This  has  gone  on 
now  for  25  minutes. 

The  Chairman.  Certainly.  Senator  Grams,  do  you  want  to  make 
an  observation? 

Senator  Dodd.  The  time  is  25  minutes,  Mr.  Chairman. 

The  Chairman.  Fine.  The  Senator  has  a  question.  We  will  do  it 
on  his  next  turn.  Go  ahead. 

Senator  Sarbanes.  I  want  to  first  make  an  observation  that  as 
of  August  1995,  this  Committee  had  only  requested  documents  re- 
lated to  the  White  House-Treasury  contacts  and  to  Foster's  office. 
Let  me  repeat  that  again.  When  did  you  have  your  hearing  on  the 
Peace  Corps  confirmation? 

Mr.  Gearan.  August  10th  or  15th. 

Senator  Sarbanes.  Of  1995? 

Mr.  Gearan.  Of  1995,  yes. 

Senator  Sarbanes.  As  of  August  1995,  this  Committee  had  only 
requested  documents  related  to  the  White  House-Treasury  contacts 
and  Foster's  office.  Now  in  response  to  that  request,  you  provided 
material;  is  that  correct? 

Mr.  Gearan.  I  did,  Senator. 

Senator  Sarbanes.  Now  the  material  that  is  being  provided  goes 
beyond  that  request.  It  responds  to  subsequent  requests;  is  that  not 
the  case? 

Mr.  Gearan.  That's  my  understanding,  yes,  Senator. 

Senator  Sarbanes.  On  that  point,  because  of  this  inadvertent 
transfer  of  these  documents,  they  weren't  provided  until  January, 
although  the  request  for  them  was  prior  to  that,  but  the  request 
for  them  was  subsequent  to  the  dates  that  are  being  referred  to 
here  this  morning.  Is  that  not  the  case? 

Mr.  Gearan.  That's  correct,  Senator. 

Senator  Sarbanes.  Well,  now,  I  don't  see  how,  Mr.  Chairman,  we 
can  assault  this  witness  for  withholding  documents. 

The  Chairman.  We  will  attempt  to  make  that — what  our  concern 
is.  We  are  out  of  time. 

Senator  Sarbanes.  I  want  to  underscore  the 

The  Chairman.  If  you  want  a  response  now,  I'll  ask  Mr.  Chertoff. 

Senator  SARBANES.  I'm  happy  to  have  you  do  it  on  your  time. 
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The  Chairman.  If  you  want  a  response,  we  will  respond  on  our 
time  or  respond  to  the  question  now,  because  it  goes  even  further. 

Senator  Sarbanes.  But  as  of  August  1995,  this  Committee  had 
only  requested  documents  related  to  the  White  House-Treasury 
contacts  and  to  Foster's  office.  Mr.  Gearan  had  provided  those  doc- 
uments. He  had  responded  to  that  request.  Subsequent,  additional 
requests  were  made.  We  now  have  these  documents  and  the  re- 
sponse to  that  ran  into  this  problem  of  the  documents  being  moved 
over  to  the  Peace  Corps,  which  I  take  it  when  you  discovered  that, 
you  regretted  that  happened? 

Mr.  Gearan.  Very  deeply. 

Senator  Dodd.  That  same  point,  Senator  Hatch  had  it  right  this 
morning  when  he  began  his  round  of  questioning,  he  commended 
you  for  the  promptness  in  which  these  documents  were  turned 
over.  I  recall  when  documents  ended  up  in  a  shredding  machine  in 
this  town.  I  remember  when  documents  and  information,  because 
someone  stuck  their  foot  on  a  recording  pedal,  were  lost  for  a  num- 
ber of  minutes.  I  remember  when  ashtrays  were  being  used  to  han- 
dle documents. 

Here  we  have  people  who  find  documents  and  turn  them  over 
and  explain  what  happened  and  you  move  from  the  White  House 
to  the  Peace  Corps,  very  understandable.  Common  sense  would  in- 
dicate those  things  do  happen.  Senator  Hatch  has  it  right.  It  is  per- 
fectly legitimate  to  go  over  the  notes  and  talk  about  what  was 
meant  by  language  and  so  forth  in  those  notes.  But  the  implication 
somehow  that  this  witness  is  obstructing  justice  in  the  context  of 
what  we  have  seen  happen  in  this  town  on  previous  occasions  is 
ludicrous.  That's  our  point  we  are  trying  to  make  here.  What  is  the 
point  of  all  of  this?  We  are  trying  to  create  a  fire  where  none  exists, 
in  a  sense. 

Senator  Sarbanes.  Mr.  Gearan,  let  me  ask  you  this  question: 
When  you  had  this  discussion  about  the  naming  of  an  Independent 
Counsel  and  the  reviewing  of  past  Independent  Counsels,  I  under- 
stand that  took  place  in  this  meeting;  is  that  correct? 

Mr.  Gearan.  Yes,  sir. 

Senator  Sarbanes.  In  this  discussion,  did  this  quote  that  Senator 
Dole's  made  in  the  St.  Louis  Post  Dispatch  of  January  9,  1989, 
where  he  said: 

I  say  let's  get  on  with  it.  The  whole  Independent  Counsel  theory  ought  to  be  re- 
viewed by  Congress.  They  seem  to  have  an  unending  license  to  do  somebody  in. 

Was  that  raised  in  that  meeting? 

Mr.  Gearan.  I  don't  recall  it,  Senator.  There  was  discussion 
about  a  similar  point. 

Senator  Sarbanes.  Let  me  ask  you  this  question.  Did  it  come  up, 
this  statement  by  Senator  Dole  on  August  7,  1992: 

In  far  too  many  instances,  the  investigations  conducted  by  Independent  Counsels 
have  turned  out  to  be  partisan  political  fishing  expeditions,  expeditions  which  have 
accomplished  nothing  more  than  wasting  millions  of  tax  dollars. 

Did  that  come  up? 

Mr.  Gearan.  I  don't  recall  that,  Senator,  no. 
Senator  Sarbanes.  How  about  a  statement  he  made  in  The  Los 
Angeles  Times  on  December  27,  1992: 
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Lawrence  Walsh  is  completely  out  of  control.  Now,  he  wants  to  turn  his  6  years 
of  incompetence  into  a  personal  vendetta  against  President  Bush.  There  is  only  one 
final  act  for  Mr.  Walsh.  Immediate  resignation. 

Did  that  come  up? 

Mr.  Gearan.  I  don't  believe  so,  Senator. 

Senator  Sarbanes.  How  about  the  testimony  that  he  gave  to  the 
Senate — this  is  Senator  Dole  now,  to  the  Senate  Governmental  Af- 
fairs Committee  in  which  he  said: 

The  statute  places  no  limits  on  the  amount  of  time  and  money  an  Independent 
Counsel  can  spend  on  his  target,  nor  does  it  monitor  the  motives  behind  the  Coun- 
sel's actions.  It  has  allowed  someone  like  Lawrence  Walsh  to  go  down  every  blind 
alley  pursuing  more  conspiracy  theories  than  Oliver  Stone. 

In  your  review  of  the  history  of  Independent  Counsels,  did  this 
statement  of  Senator  Dole's  come  up?  Do  you  recall? 

Mr.  Gearan.  I  don't  recall  that,  Senator. 

Senator  Sarbanes.  You  don't  recall  any  of  these.  Actually,  you- 
all  missed  an  important  dimension,  it  seems  to  me,  in  your  discus- 
sion of  the  situation  with  respect  to  an  Independent  Counsel  that 
you  didn't  have  of  these  statements  by  Senator  Dole  with  respect 
to  the  Independent  Counsel  made  over  quite  a  period  of  time  and 
some  of  them  extremely  strong.  But  that  was  a  missing  dimension. 
That  would  have  been  an  important  dimension  to  have  in  your  con- 
versations, would  it  not? 

Mr.  Gearan.  I  think  it  would  have  added  to  the  discussion. 

Mr.  Ben-Veniste.  Mr.  Gearan,  let  me  turn  back  to,  since  there 
have  been  such  extended  discussion  about  the  "bad  guy"  descrip- 
tion of  Mr.  Carver,  would  you  turn  to  your  notes  at  page  579.  Un- 
derneath the  line  where  it  says,  "Alan  Carver  at  DO  J — bad  guy." 
And  I  don't  mean  to  imply  that  Mr.  Carver  did  anything  untoward 
or  improper  in  connection  with  his  investigation,  he  has  testified 
before  this  Committee,  I  think  quite  forthrightly  and  candidly,  as 
have  several  career  Department  of  Justice  attorneys  who  have  all 
testified  to  their  involvement  in  the  early  stages  of  this  investiga- 
tion. But  underneath  that  reference,  it  says,  "When  Kendall  called, 
when  he  called  on  speakerphone  were  two  FBI  agents  and  Jim 
Nixon."  Does  that  indicate  to  you  that  the  reason  for  that  reference 
is  that  Mr.  Carver  did  not  disclose  the  fact  that  the  two  FBI  agents 
were  monitoring  the  call? 

Mr.  Gearan.  That  could  be  a  fair  reading  of  it.  I  don't  recall  it 
specifically. 

Mr.  Ben-Veniste.  Do  you  have  a  specific  recollection? 

Mr.  Gearan.  Of? 

Mr.  Ben-Veniste.  Of  the  context  in  which  this  comment  was 
made  about  Kendall  and  the  speakerphone. 

Mr.  Gearan.  Beyond  this,  no,  no,  sir. 

Mr.  Ben-Veniste.  Let  me  go  to  the  issue  that  Senator  Dodd 
raised  about  the  question  of  the  accuracy  of  your  prior  testimony. 
Now  the  contact  that  you  received  from  the  Gerth  call,  your  notes 
are  undated;  is  that  correct? 

Mr.  Gearan.  That's  correct. 

Mr.  Ben-Veniste.  When  were  the  stories  actually  written  in  re- 
lation to  the  time  Mr.  Gerth  contacted  the  White  House  providing 
the  White  House  with  information  and  requesting  its  reaction? 
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Mr.  Gearan.  My  best  recollection  is  the  end  of  October,  the  be- 
ginning of  November. 

Mr.  Ben-Veniste.  And  that  would  have  been  subsequent  to  the 
time  that  you  were  asked  about? 

Mr.  Gearan.  Correct. 

Mr.  Ben-Veniste.  You  were  asked  about  October  14th;  correct? 

Mr.  Gearan.  I  was  asked 

Mr.  Ben-Veniste.  In  your  testimony. 

Mr.  Gearan.  Yes,  I  was  asked  about  the  14th,  correct. 

Mr.  Ben-Veniste.  So  that,  in  your  mind,  you  associated  the  con- 
tact as  having  occurred  later? 

Mr.  Gearan.  The  Gerth  meeting? 

Mr.  Ben-Veniste.  Yes. 

Mr.  Gearan.  I  would  have,  but  I  recognized  that  the  dates  indi- 
cate otherwise. 

Mr.  Ben-Veniste.  Now  to  follow  up  on  Senator  Dodd's  question, 
what  possible  motive  might  you  have  to  mislead  this  Committee, 
if  you  indeed  had  a  recollection?  Was  there  some  reason  to  cover 
up  the  fact  that  Mr.  Gerth  had  called  the  White  House? 

Mr.  Gearan.  No. 

Mr.  Ben-Veniste.  That  was  well  known,  was  it  not? 

Mr.  Gearan.  That  he  had  called?  I  don't  know  how  well-known 
it  was.  I  certainly  had  no  motive  not  to  accurately  represent  that 
conversation. 

Mr.  Ben-Veniste.  I  have  to  say,  from  my  point  of  view,  I  don't 
see  that  there  could  have  been  any  motive  to  mislead  because  of 
the  significance  of  this  information.  Maybe  somebody  will  point 
that  out. 

In  terms  of  the  notes  that  you  have  provided,  let's  go  back  to  the 
substance  of  them  so  that  we  can  at  least  address  what  is  in  there. 
On  575,  you  are  talking  again  about  Beverly  Bassett.  Do  you  see 
under  point  5? 

Mr.  Gearan.  Yes. 

Mr.  Ben-Veniste.  Why  don't  you  read  that. 

Mr.  Gearan.  Number  5,  "PB,"  which  I  would  read  to  be  Paul 
Begala,  "Bruce  Lindsey,  Waldman  to  Arkansas  to  meet  with  Bev- 
erly Bassett,  try  to  poke  holes  in  their  story." 

Mr.  Ben-Veniste.  First  of  all,  do  you  have  any  reason  to  believe 
that  either  of  those  three  individuals  went  to  Arkansas  or  met  with 
Beverly  Bassett? 

Mr.  Gearan.  No,  I  do  not. 

Mr.  Ben-Veniste.  Now,  "try  to  poke  holes  in  their  story,"  who  is 
the  "their"  that  you  are  referring  to? 

Mr.  Gearan.  I  guess  those  would  be  alleging  that  there  was  pre- 
ferred treatment  for  Madison  Guaranty. 

Mr.  Ben-Veniste.  Then  underneath  that,  it  read 

Mr.  Gearan.  "Try  to  get  independent  validation  from  securities 
attorney,  search  of  Arkansas  regulation." 

Mr.  Ben-Veniste.  Was  it  considered  to  be  important  to  the  issue 
again  of  whether  there  was  some  impropriety,  some  favoritism 
shown  by  Ms.  Bassett,  to  have  Ms.  Bassett  come  forward  and  again 
repeat  her  truthful  story  with  respect  to  what  occurred  back  in  Ar- 
kansas in  1985  and  1986? 
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Mr.  Gearan.  Yes.  I  think  this  reflects  the  effort  of  that  period 
of  time  to,  in  my  notes,  get  an  independent  validation  from  a  secu- 
rities attorney  that  what  she  did  was  correct  and  then  a  search  of 
Arkansas  regulation  to  ensure  that,  in  fact,  what  she  did  was  the 
appropriate  and  the  right  thing  to  do. 

Mr.  Ben-Veniste.  Mr.  Chairman,  we  will  cede  back  the  remain- 
der of  our  time. 

The  Chairman.  You  have  gone  over  these  notes  for  a  period  of 
time  now;  right? 

Mr.  Gearan.  Mr.  Chairman,  I  was  asked  to  come  last  Thursday, 
and  I  had  my  deposition  Monday  night. 

The  Chairman.  But  you  have  had  these  notes  since  January 
31st;  is  that  right? 

Mr.  Gearan.  No,  and  I  have  not  reviewed  them.  I  just  reviewed 
them  since 

The  Chairman.  You  haven't  reviewed  them? 

Mr.  Gearan.  Since  I  was  notified  last  week  that  I  would  be  in- 
vited for  a  deposition. 

The  Chairman.  Let  me  ask  you  to  look  at  the  second  page  of 
your  notes  of  January  7,  1994.  It  is  S  20576.  Going  down  to  Roman 
numeral  III. 

Mr.  Gearan.  I'm  not  sure — I  think  that  is  HI,  Harold  Ickes.  Is 
that  what  you  are  referring  to?  That  is  not  a  III,  that  is  HI. 

The  Chairman.  It  is?  Well,  I  am  looking  at  "Whitewater  1/7/94." 
S  20575. 

Mr.  Gearan.  OK.  Number  3? 

The  Chairman.  Number  3.  Who  is  saying  this? 

Mr.  Gearan.  My  notes  don't  reflect  who  is  saying  this,  and  I 
don't  recall. 

The  Chairman.  Read  it. 

Mr.  Gearan.  Number  3,  "We  cannot  affect  the  scope  of  the  pros- 
ecutor. Politically — fewer  questions  to  lesser  the  exposure." 

The  Chairman.  So  there  was  concern  over  the  scope  of  the  Spe- 
cial Prosecutor? 

Mr.  Gearan.  I  think  there  was,  as  the  other  notes  state,  that 
there  was  concern  for  the  range  of  time  and  the  frequent  nature 
and  past  history  of  other  Special  Counsels  that  have  digressed  from 
their  original  work. 

The  Chairman.  Now,  Mr.  Gearan,  listen  to  me  closely.  Wasn't 
there  also  discussion  about  the  Attorney  General  with  respect  to 
the  appointment  of  a  Special  Prosecutor? 

Mr.  Gearan.  Mr.  Chairman,  there  was,  as  my  notes  reflect,  a 
conversation  that  if  the  Attorney  General  got,  I  think,  out  front  of 
the  White  House  on  calling  for  a  Special  Counsel.  Beyond  that,  I 
don't  recall  any. 

The  Chairman.  Go  to  the  next  page,  down  to  where  it  says,  "HI." 

Mr.  Gearan.  Yes,  Senator. 

The  Chairman.  You  want  to  read  that? 

Mr.  Gearan.  Yes,  Senator. 

The  Chairman.  "HI"  is  Mr.  Ickes,  and  you  record  him  having 
said  this;  correct? 

Mr.  Gearan.  Yes,  that  is  correct.  "Special  Counsel — three  major 
aroblems.   One,   HRC,"  Mrs.   Clinton,   "adamantly  opposed.   Two, 


1756 

Reno  has  shut  the  door.  Three,  if  we  ask  it  looks  like  we  have 
ducked." 

The  Chairman.  Let's  go  to  number  2.  What  does  that  mean? 

Mr.  Gearan.  I  would  read  that  to  mean  that  the  Attorney  Gen- 
eral would  make  up  her  own  mind  about  the  Independent  Counsel. 

The  Chairman.  Read  it  again,  number  2. 

Mr.  Gearan.  "Reno  has  shut  the  door." 

The  Chairman.  "Reno  has  shut  the  door."  Now  tell  me  what  you 
possibly  could  have  meant?  We  also  have  notes  of  the  Deputy — and 
we  will  give  them  to  you  so  that  when  we  take  a  break  you  can 
reflect  on  them  because  we  are  going  to  touch  on  this — Mr.  Altman 
reflecting  his  conversations  with  the  Deputy  Chief  of  Staff,  Maggie 
Williams,  also  I'm  summing  it  up,  but  we  will  put  it  on  the  Elmo, 
concerning  their  attempt  to  deal  with  the  question  of  scope  with 
the  Attorney  General  and  how  they  were  rebuffed. 

Here  is  Mr.  Ickes  at  the  meeting  saying,  "One,  Hillary  Rodham 
Clinton  adamantly  opposed."  The  Deputy  Secretary  of  the  Treasury 
indicates  the  same  in  his  notes.  He  says  that  you  can  forget  about 
everything  unless  this  thing  is  handled;  and  number  2,  at  this 
meeting,  you  are  there,  what  does  it  say?  Read  it,  number  2? 

Mr.  Gearan.  "Reno  has  shut  the  door." 

The  Chairman.  Now  what  are  we  to  believe?  What  did  you  mean 
by  that?  "Reno  has  shut  the  door"?  What  did  she  shut  the  door  on? 

Mr.  Gearan.  Senator,  as  I  said,  these  are  Mr.  Ickes'  remarks. 

The  Chairman.  I  understand,  but  you  are  an  intelligent  person, 
do  you  believe  that  you  are  being  candid?  What  did  Mr.  Ickes  mean 
by  that? 

Mr.  Gearan.  Senator,  I  can't  go  too  far  beyond  this,  because  I  do 
not  have  a  detailed  recollection. 

The  Chairman.  What  did  you  understand  it  to  mean?  Did  any- 
body attempt  to  negotiate  the  scope  with  the  Attorney  General  and 
she  shut  the  door?  Come  on.  We  are  not  in  an  isolation  booth. 
What  happened? 

Mr.  Gearan.  Senator,  I  do  not  understand  it  to  mean  anything 
like  that,  nor  do  I  recall  any  conversation 

The  Chairman.  What  is  a  reasonable  interpretation?  You  wrote 
this  note.  You  listed  three  major  problems.  What  does  it  say,  "Spe- 
cial Counsel 

Mr.  Gearan.  "Three  major  problems." 

The  Chairman.  Then  you  took  the  time  to  enunciate  them.  Num- 
ber 1  is  what? 

Mr.  Gearan.  "HRC  adamantly  opposed." 

The  Chairman.  What  does  that  mean? 

Mr.  Gearan.  That  Mrs.  Clinton  was  opposed  to  a  call  for  a  Spe- 
cial Counsel. 

The  Chairman.  To  the  appointment  of  a  Special  Counsel? 

Mr.  Gearan.  That  has  previously  been  noted,  yes. 

The  Chairman.  There  were  discussions  about  this.  As  a  matter 
of  fact,  later  your  notes  mention  the  fact  that  the  suggestion  was 
raised  that  various  people  speak  to  the  First  Lady;  is  that  true? 

Mr.  Gearan.  There  were  suggestions  that  different  Washington 
attorneys  would  get  together  in  one  instance  and  then  later  to 
speak  with  Mrs.  Clinton. 
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The  Chairman.  About  persuading  her  to  change  her  mind,  isn't 
that  true? 

Mr.  Gearan.  To  talk  about  the  Independent  Counsel,  yes. 

The  Chairman.  Yes,  right.  So  this  was  important  and  had  been 
noted  before? 

Mr.  Gearan.  Mr.  Chairman 

The  Chairman.  Because  before  you  made  a  flip  remark  about 
how  husbands  and  wives  have  disagreements.  But,  this  wasn't  just 
petty  disagreement.  You  even  noted,  and  you  must  remember  this, 
that  even  the  President  couldn't  speak  to  Mrs.  Clinton,  about  the 
question  of  the  appointment  of  a  Special  Counsel,  isn't  that  true? 

Mr.  Gearan.  To  reopen  whether  or  not  we  should  have  it.  I  did 
not  mean  to  be  flip,  Senator. 

The  Chairman.  I  understand.  Let's  go  back.  Even  the  President 
couldn't  get  Mrs.  Clinton  to  change  her  mind  on  her  opposition  to 
the  appointment  of  a  Special  Counsel;  is  that  true? 

Mr.  Gearan.  Well,  my  notes  from  that  meeting  I  would  read  it 
"try  to  reopen  it" 

The  Chairman.  I  know  this  is  in  your  notes.  But,  what  do  you 
recall  about  that? 

Mr.  Gearan.  I  recall  that  week  that  the  President  and  Mrs.  Clin- 
ton opposed  the  appointment  of  a  Special  Counsel  at  that  point.  My 
notes 

The  Chairman.  Specifically,  it  says  even  the  President  couldn't 
get  the  First  Lady  to  change  her  mind.  Isn't  there  some  other  con- 
versation when  you  talk  about  the  Secretary  of  State  possibly 
speaking  to  her? 

Mr.  Gearan.  That's  in  my  notes,  sir,  and  Bob  Barnett. 

The  Chairman.  Bob  Barnett.  This  matter  was  pretty  important, 
wasn't  it? 

Mr.  Gearan.  I  think  everyone  understood  there  were  calls  to  an 
Independent  Counsel  and  editorials  from  Capitol  Hill. 

The  Chairman.  You  couldn't  get  Mrs.  Clinton  to  agree.  It  was 
important  because  you  even  thought  about  having  the  Secretary  of 
State  intervene  because  the  President  couldn't  do  anything.  Isn't 
that  true? 

Mr.  Gearan.  I  would  like  to  answer,  Senator.  There  were  pre- 
vious references  to  bringing  in  the  best  counsel  of  other  attorneys, 
which  was  solicited.  Mr.  Gergen  references  it  I  believe  on  that 
page,  to  bring  in  Washington  attorneys  to  talk  about  whether  or 
not  we  should  have  an  Independent  Counsel. 

The  Chairman.  Well,  we  understand  that.  We  are  talking  about 
the  First  Lady's  adamant  opposition  and  the  possibility  of  having 
other  people  speak  to  her  because  the  President  couldn't.  Let's 
move  on.  Number  2,  after  the  discussion  about  the  Independent 
Counsel,  the  second  question  concerns  the  Attorney  General.  What 
did  Mr.  Ickes  say? 

Mr.  Gearan.  Number  2,  "Reno  has  shut  the  door." 

The  Chairman.  Who  said  that? 

Mr.  Gearan.  I  would  read  that  as  Mr.  Ickes. 

The  Chairman.  In  connection  with  what?  Discussing  whether  an 
Independent  Counsel  would  be  appointed?  And  the  scope  of  the  in- 
'^jlquiry? 

Mr.  Gearan.  I  don't  recall,  Senator. 
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The  Chairman.  You  don't  recall  one  of  the  most  important  as- 
pects of  the  meeting  even  when  you  took  the  time  to  note  three 
major  problems,  number  1,  the  question  of  the  First  Lady;  number 
2,  "Reno  has  shut  the  door."  What  did  she  shut  the  door  on?  What 
does  it  commonly  mean  when  somebody  shuts  the  door? 

Senator  Dodd.  He  has  answered  the  question.  I  understand  your 
point.  But  it  has  been  2  years  since  this  conversation  took  place. 
It  was  in  January  1994.  Even  when  you  keep  notes  and  I  realize 
it  is  important,  but  the  idea  of  somebody  to  go  back  and  absolutely 
recall  exactly  what  was  said,  he  has  given  his  best  interpretation 
of  it  and  the  Committee  has  to  move  on.  Just  keeping  at  it,  in  all 
fairness  to  our  witness  here. 

The  Chairman.  In  all  fairness  to  our  witness  we  wanted  to  give 
him  an  opportunity  to  be  more  forthcoming.  I  hoped  that  you  would 
be  more  responsive  because  reasonable  people,  I  believe,  have  a  dif- 
ficult time 

Senator  Dodd.  Mr.  Chairman,  as  you  know,  though,  what  hap- 
pens is  a  week  later  on  the  12th  of  January  the  President  calls  for 
the  establishment  of  Independent  Counsel.  We  can't  avoid  that 
fact.  Seven  days  later,  despite  these  notes,  the  President  calls  for 
one,  and  a  week  later — that  is  important. 

The  Chairman.  We  are  attempting  to  find  out  what  took  place. 
You  are  going  to  find  out  later  that  people  do  certain  things  and 
take  certain  action,  and  I  believe  that  this  Committee  has  been  and 
was  entitled  to  more  information  from  a  variety  of  sources  and  peo- 
ple. And  it  is  only  through  this  almost  painstaking  process  that  we 
have  begun  to  receive  some  of  this  information  that  the  American 
people  and  the  Independent  Counsel  have  a  right  to  know. 

Mr.  Chertoff. 

Mr.  Chertoff.  Mr.  Gearan,  it  is  just  perfectly  clear  if  you  add 
your  notes,  even  if  you  don't  want  to  go  beyond  your  notes  which 
at  times  apparently  you  don't  want  to  do,  if  you  go  to  your  notes 
of  the  meeting  of  the  5th  of  January,  you  see  Mr.  Nussbaum  com- 
plaining about  an  outside  counsel  as  not  being  subject  to  control. 

Then  you  get  to  this  day  on  the  7th,  2  days  later  and  you  hear 
that  Reno  has  shut  the  door,  and  then  totally  independently  we 
have  the  diary  where  Roger  Altman,  who,  as  you  will  recall,  ulti- 
mately had  to  resign  his  position  as  Deputy  Treasury  Secretary 
and  who  was  criticized  for  whether  he  was  fully  forthcoming  with 
the  Committee  in  1994,  Altman  totally  independently  becomes 
aware  of  the  fact  from  Maggie  Williams  that  the  White  House  was 
trying  to  negotiate  the  scope  of  an  Independent  Counsel  with  Reno 
and  having  enormous  difficulty. 

So  when  you  look  at  these  together,  what  they  add  up  to  is  that 
shutting  the  door  means  that  the  Attorney  General  wouldn't  have 
any  part  in  any  negotiations  over  the  scope  of  the  Independent 
Counsel.  Now,  I  take  it  you  understood  in  the  last  analysis,  Mr. 
Gearan,  and  it  comes  up  again  and  again  in  the  notes,  that  if  the 
Attorney  General  decided  in  her  independent  judgment  to  appoint 
an  Independent  Counsel,  she  would  do  it;  right? 

Mr.  Gearan.  Right. 

Mr.  Chertoff.  Nevertheless,  there  was  a  lot  of  time  spent  in  the 
White  House  thinking  about  the  position  to  take  on  this;  right? 

Mr.  Gearan.  On  the  position  of  the  President,  correct. 
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Mr.  Chertoff.  There  was  concern  about  the  fact  that  Ms.  Reno 
shut  the  door,  because  that  was  identified  by  Mr.  Ickes  as  a  "major 
problem."  Is  that  right? 

Mr.  Gearan.  That's  what  my  notes  reflect. 

Mr.  Chertoff.  To  get  back  to  the  issue  of  Mr.  Carver  so  that  we 
can  put  the  whole  picture  in  context,  the  concern  didn't  merely  re- 
late to  the  Independent  Counsel.  There  was  concern  even  about  the 
career  prosecutors,  because  I  am  struck  by  the  fact  of  the  use  of 
the  term  "bad."  You  see  when  Mr.  Nussbaum  talks  about  the  bad 
guy,  the  bad  prosecutor,  he  is  talking  about  the  guy  who  smells 
corruption  and  can  show  some  things  about  the  people  around  the 
principal.  When  we  get  to  Mr.  Carver,  Mr.  Ickes  talks  about  Mr. 
Carver  at  DOJ  as  a  "bad  guy."  "These  guys  are  F — ing  us  blue." 
Mr.  Gearan,  you  are  not  going  to  suggest  to  us  that  Mr.  Ickes  was 
expressing  his  delight  over  the  independence  and  toughness  being 
exhibited  by  the  Department  of  Justice? 

Mr.  Gearan.  No. 

Mr.  Chertoff.  He  was  angry  because  he  felt  that  they  were 
"F — ing  us  blue."  He  was  angry  because  he  felt  that  they  were  too 
independent  for  the  White  House;  right? 

Mr.  Gearan.  Well,  I  don't  know  if  you  would  describe  it  that  way 
or  not. 

Mr.  Chertoff.  You  were  in  the  meeting;  right? 

Mr.  Gearan.  Uh-huh. 

Mr.  Chertoff.  You  took  notes  about  it? 

Mr.  Gearan.  I  did. 

Mr.  Chertoff.  I  assume  that  all  of  your  notes  were  taken  down 
accurately,  to  the  best  of  your  ability? 

Mr.  Gearan.  The  best  of  my  ability,  yes,  sir. 

Mr.  Chertoff.  So  that  when  we  have  Mr.  Ickes  in,  we  will  be 
able  to  rely  upon  these,  to  the  best  of  your  ability,  as  accurate  ren- 
ditions of  what  occurred? 

Mr.  Gearan.  To  the  best  of  my  ability. 

Mr.  Chertoff.  That's  why  I  am  fascinated  with  the  "bad  guy" 
being  the  independent  prosecutor,  where  he  says  in  December  and 
January  of  1993  and  1994,  as  the  record  in  this  hearing  amply 
demonstrates,  what  was  happening  was  first  Mackay  and  then  the 
Independent  Counsel  were  trying  to  reach  a  deal  with  Hale.  You 
knew  what  Hale  had  to  say  because  you  heard  about  it  from  Gerth; 
is  that  right? 

Mr.  Gearan.  I  sat  in  on  the  Gerth  meeting,  yes,  I  heard  from  Mr. 
Gerth. 

Mr.  Chertoff.  He  was  trying  to  get  documents  or  he  had  ob- 
tained documents  from  the  White  House  about  Whitewater;  right? 
That's  what  the  prosecutors  were  trying  to  do;  right? 

Mr.  Gearan.  Could  you  repeat  that,  Mr.  Chertoff? 

Mr.  Chertoff.  The  prosecutors,  first  at  Justice  and  then  the 
Independent  Counsel  were  obtaining  and  seeking  to  obtain  docu- 
ments about  Whitewater  and  Madison;  right? 

Mr.  Gearan.  I  believe  that's  correct  that  DOJ  prosecutors  were 
obtaining  documents. 

Mr.  Chertoff.  So,  what  was  there  about  this  process  of  first  a 
career  prosecutor  and  then  an  Independent  Counsel  trying  to  deal 
with  David  Hale  and  trying  to  look  into  the  issue  of  Madison  and 
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Whitewater?  What  was  it  in  your  understanding  that  caused  Mr. 
Ickes  to  say  he  is  "F — ing  us  blue"?  You  see  my  point? 

My  point  is  that  the  opinion  is  being  expressed  by  Mr.  Ickes  here 
and  you  were  in  the  meeting,  so  you  must  have  had  some  common 
understanding  of  what  is  being  discussed  is  that  the  fact  that  the 
Independent  Counsel  is  out  there — rather,  the  career  prosecutor  is 
out  there  trying  to  do  a  job  of  getting  information  about  White- 
water and  Madison,  of  trying  to  strike  a  deal  with  Hale,  that  some- 
one— this  isn't  regarded  really  as  someone  doing  their  work,  but  it 
is  regarded  as  "F — ing  us,"  meaning  the  White  House,  in  some  way 
that  angers  the  speaker.  Now  what  was  the  discussion  here? 

Mr.  Gearan.  Well,  beyond  what  I  have  already  testified,  Mr. 
Chertoff,  I  believe  the  discussion  was  Mr.  Ickes  expressing  in  ad- 
mittedly this  colorful  language  his  view  that  the  ongoing  investiga- 
tion at  the  Department  of  Justice,  given  this,  didn't  evidence  the 
fact  that  we  were  being  treated  in  any  way  or  that  the  Clintons 
were  being  treated  in  any  way  lightly. 

Mr.  Chertoff.  Was  he  approving  of  this  or  was  he  disapproving? 
Are  the  words  they  are  "F — ing  us  blue"  words  of  approval? 

Mr.  Gearan.  I  think  that  they  are  evidence  of  in  a  colorful  way 
really 

Senator  Dodd.  Let's  not  have  an  analysis.  We  can  go  back  in  the 
English  dictionary  here.  Is  this  really  necessary?  Can  we  move  on? 

The  Chairman.  I  think  in  fairness,  Senator,  if  the  witness  would 
be  a  little  more  responsive,  because  if  the  witness  won't  even  con- 
cede something  as  obvious  as  that  Mr.  Ickes,  who  was  Deputy 
Chief  of  Staff  was  expressing  extreme  displeasure — at  the  very 
least,  wouldn't  you  say  that?  They  were  angry,  they  were  annoyed 
about  what  the  Justice  Department  was  doing.  We  cannot 

Senator  Dodd.  Surprise,  surprise. 

The  Chairman.  We  cannot  get  the  witness  who  says  he  is  going 
to  testify  truthfully  to  concede  that.  If  it  is  something  he  wants  to 
argue  over,  let  him  argue  and  tell  us  his  understanding  of 

Senator  Dodd.  He  has  given  you  his  best  recollection.  The  Chair 
doesn't  like  it.  I  understand  that,  but  that's  his  recollection. 

The  Chairman.  Wait. 

Senator  Dodd.  Counsel  has  a  bizarre  fascination  with  the  lan- 
guage of  this  memo. 

The  Chairman.  The  fascination  is  that  it  was  brought  up,  it  is 
a  strong  term,  so  adamantly  conveyed  that  he  took  it  down  ver- 
batim and  then  when  he  is  asked  what  that  means,  he  is  not  re- 
sponsive. 

Senator  DODD.  Mr.  Chairman,  each  Member  can  have  their  own 
interpretation  of  an  answer.  I  understand  that.  But  he  has  an-  I 
swered  to  his  best  recollection. 

The  Chairman.  And  do  you  feel  comfortable,  Senator,  with  that    Sa 
answer? 

Senator  Dodd.  I  accept  that  answer.  Two  and  a  half  years  ago, 
to  have  people  go  back,  it  is  his  best  recollection.  We  go  back  a 
week,  2  weeks,  a  month  ago  and  recall  meetings  that  we  are  in- 
volved in  all  the  time.  Obviously  this  was  a  big  story,  a  lot  of  press 
inquiries,  a  lot  of  questions  about  the  Independent  Counsel,  a  lot 
of  editorial  comment.  Here  is  the  Communications  Director.  He  has 
to  answer  these  questions  in  a  sense.  That's  what  the  meeting  is 
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all  about.  How  is  any  politician  in  this  town  surprised  about  a 
meeting  like  this  going  on?  My  gosh,  when  they  go  on  in  offices  we 
get  less  than  that,  a  critical  story  written  in  your  hometown  news- 
paper, you  convene  half  your  staff  to  talk  about  it.  We  are  treating 
this  as  some  bizarre,  unique  experience. 

The  Chairman.  We  are  going  to  come  back,  obviously,  to  this. 
Since  we  have  gone  over  our  time,  I  will  give  the  Minority  the  op- 
tion of  continuing  or  breaking  and  starting  with  you.  Take  what- 
ever time  you  want  and  then  we  will  break.  If  you  haven't  used  all 
your  time,  we  will  start  with  you  when  we  come  back.  We  will  take 
an  hour  break  for  lunch  and  when  we  return  I  hope  that  we  have 
calmed  down.  Depending  on  when  the  Minority  ends,  we  will  take 
an  hour  break. 

Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Chairman,  just  let  me  make  this  observa- 
tion. I  think  if  your  attorney  called  someone  in  the  Justice  Depart- 
ment and  while  he  was  on  the  speakerphone  they  put  on  two  FBI 
agents  and  a  prosecutor,  you  might  make  a  comment  like  the  one 
that  is  contained  in  these  notes. 

Senator  Dodd.  I  suspect  he  might  have  been  a  little  stronger. 

Senator  Sarbanes.  "When  Kendall  called,  when  he  called  on 
speakerphone  were  two  FBI  agents  and  Jim  Nixon."  Now  it  may 
not  bother  Mr.  Chertoff  as  a  former  prosecutor,  but  I  think  it  would 
bother  most  people  that  they  make  a  phone  call  and  they  have  two 
FBI  agents  and  a  prosecutor  on  the  speakerphone  with  them. 

Now  let  me  ask  you,  Mr.  Gearan,  it  wasn't  any  secret  that  Mrs. 
Clinton  was  opposed  to  the  appointment  of  a  Special  Counsel.  First 
of  all,  let  me  clarify  this.  At  the  time  there  was  no  Independent 
Counsel  law;  is  that  correct? 

Mr.  Gearan.  That's  my  understanding. 

Senator  Sarbanes.  Do  you  recall  that? 

Mr.  Gearan.  That's  my  understanding. 

Senator  Sarbanes.  In  fact,  there  was  an  issue  in  the  Congress 
about  whether  to  reenact  an  Independent  Counsel  law? 

Mr.  Gearan.  Right. 

Senator  Sarbanes.  There  was  considerable  difference  about  that. 
I  quoted  what  Senator  Dole  said  when  he  went  before  the  Senate 
Committee  that  was  holding  hearings  on  the  Independent  Counsel 
law,  he  says:  "The  statute  placed  no  limits  on  the  amount  of  time 
and  money  an  Independent  Counsel  can  spend  on  his  target,  nor 
does  it  monitor  the  motives  behind  a  Counsel's  action.  It  has  al- 
lowed someone  like  Lawrence  Walsh  to  go  down  every  blind  alley 
pursuing  more  conspiracy  theories  than  Oliver  Stone."  He  also  said 
in  another  quote:  "Lawrence  Walsh  is  completely  out  of  control." 

I  could  go  on  at  great  length  with  these  quotes.  Senator  Cochran 
said:  "Independent  Counsels  have  too  much  power  and  too  little  ac- 
countability. They  are  beyond  the  reach  of  anybody,  any  power  on 
earth."  So,  this  issue  of  the  Independent  Counsel  and  then  the  sep- 
arate issue  of  the  Special  Counsel  which  is  named  by  the  Attorney 
General,  correct. 

Mr.  Gearan.  Correct. 

Senator  Sarbanes.  That  was  the  only  issue  at  the  time  because 
there  was  no  availability  of  an  Independent  Counsel  since  the  stat- 
ute had  expired? 
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Mr.  Gearan.  That's  correct. 

Senator  Sarbanes.  Now,  I  take  it  Mrs.  Clinton's  opposition  to  ap- 
pointing a  Special  Counsel  was  that  no  wrongdoing  had  been 
shown  and  therefore  the  threshold  for  doing  this  had  not  been 
crossed;  is  that  the  case? 

Mr.  Gearan.  Yes.  That  was  certainly  my  understanding  of  her 
view,  that  there  was  no  wrongdoing  and  that  if  every  time  there 
was  a  chance  that  there  be  a  Special  Counsel,  that  this  was  quite 
a  precedent  that  would  be  established. 

Senator  Sarbanes.  In  fact,  you  have  somewhere  else  in  here  in 
your  notes  where  someone  says,  well,  this  is  really  a  matter  of 
principle,  because  politically  we  are  paying  a  cost  for  this  or  taking 
a  hit  on  it.  I  don't  remember  exactly  what  the  language  was. 

Mr.  Gearan.  That  it  was  a  matter  of  principle  and  admittedly 
bad  politics,  that  given  the  drumbeat  at  the  time,  given  the  sizable 
press  questions,  given  the  editorial  writings  that  were  existing  dur- 
ing this  period  of  time,  that  it  certainly  might  have  been  bad  poli- 
tics. But  as  my  notes  reflect,  it  was  a  matter  of  principle  for  the 
President  and  Mrs.  Clinton. 

Senator  Sarbanes.  Let  me  turn  to  the  "Reno  has  shut  the  door," 
because  I  want  to  try  to  get  some  context  to  that  one.  My  under- 
standing at  the  time  was  that  the  Attorney  General  didn't  want  to 
name  a  Special  Counsel;  she  wanted  the  Independent  Counsel  law 
passed  and  have  that  apply. 

But  there  is  a  newspaper  article  of  January  7,  1994,  that  says 

For  weeks  Reno  has  said  that  in  the  absence  of  the  new  law,  it  would  be  pointless 
for  her  to  name  a  Special  Counsel  because  such  a  person  would  not  be  viewed  as 
truly  independent.  The  Counsel  would  report  to  her  and  she  would  be  responsible 
for  the  case.  In  the  current  state  of  the  law  with  respect  to  the  Whitewater  case, 
"I  am  going  to  be  damned  if  I  do  and  damned  if  I  don't,"  Reno  said  at  her  weekly 
news  conference  yesterday. 

Now  in  fact,  there  was  a  lot  of  newspaper  speculation  and  var- 
ious sorts  of  pressures  for  the  appointment  of  a  Special  Counsel. 
But  at  this  point,  as  I  understand  it,  Reno  was  expressing  her  mis- 
givings about  doing  so.  In  fact,  there  is  another  article  that  says: 

Justice  Department  spokesman  Carl  Stern  said  that  Reno,  who  has  urged  the  res- 
toration of  an  Independent  Counsel  law,  saw  no  purpose  in  appointing  a  Special 
Counsel  herself.  Anyone  she  appoints,  the  prosecutors  would  be  under  her  super- 
vision and  influence,  Stern  said.  To  take  the  case  away  from  the  career  prosecutors 
would  be  to  create  the  very  kinds  of  perceptions  that  she  and  Congressman  Leach 
are  trying  to  avoid. 

Namely,  a  perception  that  the  career  people  couldn't  do  the  job. 

So  you  have  tried  to  recollect  back  about  the  meaning  of  "Reno 
has  shut  the  door"  in  a  statement  that  says,  "Special  Counsel,^ 
three  major  problems,  One,  HRC  adamantly  opposed,"  which  every-  fl;! 
one  knew,  it  was  public  knowledge  at  the  time.  "Two,  Reno  has  il 
shut  the  door."  At  that  time,  the  Attorney  General  was  expressing  ' 
her  doubts  and  reservations  about  appointing  a  Special  Counsel.  |? 
Do  you  recall  that?  I  guess  not. 

Mr.  Gearan.  Now  that  you  have  refreshed  me  with  that,  Sen- 
ator, having  prepared  for  this  within  the  week,  I  have  not  had  a 
chance  to  go  through  all  the  press  clippings  for  that  period  that 
might  have  shed  more  light  on  it  for  me,  for  the  purposes  of  this 
testimony,  but  I'm  aware  of  those  articles  now  that  you  read  them. 
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Senator  Sarbanes.  This  is  part  of  the  context.  I  think  we  have 
to  view  it  in  that  light.  Now  eventually,  of  course,  Ms.  Reno  did — 
I  think  the  President  first  decided  that  a  Special  Counsel  should 
be  asked  for? 

Mr.  Gearan.  That's  correct. 

Senator  Sarbanes.  Do  you  recall  when  that 

Mr.  Gearan.  I  guess,  I'm  told  the  date  is  January  12th. 

Senator  Sarbanes.  January  12th. 

Mr.  Ben-Veniste.  January  12th. 

Senator  Sarbanes.  Then  on  the  20th,  I  think  she  went  ahead 
and  named  a  Special  Counsel.  That's  when  she  named  Mr.  Fiske, 
who,  of  course,  was  highly  praised.  In  fact,  our  own  Chairman  said: 

Fiske  is  a  man  of  unflinching  and  uncompromising  integrity.  I  think  he  is  the 
kind  of  person  who  will  bring  out  the  truth  for  the  American  people  so  there  will 
be  no  question  as  to  the  thoroughness  and  objectivity  of  this  investigation. 

Mr.  Ben-Veniste.  Just  to  continue,  exactly  what  Attorney  Gen- 
eral Reno  had  feared  when  she  had  initially  closed  the  door,  that 
is,  that  whoever  she  picked,  no  matter  whether  he  had  the  reputa- 
tion of  Bob  Fiske,  who  has  an  outstanding  reputation  in  the  United 
States  and  has  received  the  praise  of  Senators  from  this  Committee 
and  is  a  leader  in  the  Bar  in  New  York  and  was  the  U.S.  Attorney 
in  the  Southern  District  of  New  York  prior  to  his  appointment  as 
Special  Counsel.  Nevertheless,  exactly  what  Ms.  Reno  said  would 
come  true  did,  in  fact,  come  true.  When  the  Independent  Counsel 
statute  passed,  Mr.  Fiske  was  removed,  and  the  argument  given 
was  how  could  he  be  objective  if  he  was  appointed  by  the  Attorney 
General. 

So,  Mr.  Starr  was  substituted  in  his  place.  Doesn't  that  give  fla- 
vor and  context  to  this  statement  about  "Ms.  Reno  has  shut  the 
door"?  All  of  the  statements  that  she  had  made  prior  to  January 
5th  and  6th,  and  we  have  read  you  the  contemporaneous  statement 
of  the  7th  and  going  back  to  December,  Carl  Stern's  statement  on 
behalf  of  the  Justice  Department,  doesn't  that  put  into  context  the 
discussion  about  why  this  would  be  an  argument  against  an  Inde- 
pendent Counsel,  "Ms.  Reno  had  shut  the  door"? 

Mr.  Gearan.  I  think  that  is  helpful.  If  I  had  had  the  opportunity, 
as  I  said,  to  review  more  of  this  period  of  time  through  the  context 
of  news  clips  and  materials,  it  would  have  been  refreshed.  I  cer- 
tainly can  recollect  the  dilemma  that  she  expressed  at  the  time, 
that  either  way,  depending  on  what  her  decision  was,  she  would 
face  that  charge. 

Mr.  Ben-Veniste.  Now  to  try  to  go  forward  with  a  line  of  ques- 
tioning that  Mr.  Chertoff  has  put  forward,  I  guess  the  implication 
is  that  no  matter  what  you  did,  no  matter  who  was  investigating, 
Mr.  Chertoff  wouldn't  be  happy  with  that  because  somebody  at  the 
White  House  wouldn't  be  entirely  pleased  with  whatever  that  in- 
vestigative body  was  doing.  You  weren't  doing  back  flips  and  shout- 
ing yippee  because  the  Department  of  Justice  was  now  coming  in 
and  interviewing  White  House  personnel.  That  was  disruptive,  no- 
body liked  that.  If  you  had  your  druthers,  that  would  not  be  on  the 
top  of  the  list  of  things  you  wanted  to  do  that  day,  interviewed  by 
the  FBI. 

Mr.  Gearan.  I  think  that  is  a  fair  statement. 
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Mr.  Ben-Veniste.  At  this  meeting,  this  is  what  they  were  saying, 
that  Reno  had  opposed  the  appointment  of  Independent  Counsel. 
There  was  no  Independent  Counsel  statute  on  the  books  because  it 
expired,  I  guess,  during  the  Republican  Administration  and  they 
didn't  want  to  reauthorize  one,  and  there  was  a  great  deal  of  dis- 
cussion because  of  the  length  of  time  that  Mr.  Walsh  had  gone  on 
as  Independent  Counsel  in  the  Iran-Contra  matter.  He  spent,  I 
think,  $35  million  and  took  7  years  and  there  was  discussion  about 
the  history,  a  discussion  about  the  advisability,  and  then  a  discus- 
sion about  the  independence  of  the  career  prosecutors  who  were 
handling  the  matter  then. 

Mr.  Gearan.  That's  correct. 

Mr.  Ben-Veniste.  I  think  we  would  resume  with  whatever  time 
we  have. 

The  Chairman.  All  right.  I  will  note  that  you  have  3  minutes. 
We  will  start  with  my  colleagues  on  the  Democratic  side.  We  will     ^ 
take  a  break  until  2:15  p.m.  and  then  we  will  resume. 

[Whereupon,  at  1:15  p.m.,  the  hearing  was  recessed,  to  be  recon- 
vened at  2:15  p.m.  this  same  day.l 


ai 
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AFTERNOON  SESSION 

The  Chairman.  The  Committee  will  come  to  order. 

At  the  time  that  we  broke  for  lunch  the  Minority  still  had  3  min- 
utes. I  will  ask  them  to  put  at  least  5  minutes  on  the  clock.  We 
turn  to  Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Gearan,  I  want  to  return  to  this  point 
that  you  were  questioned  about  at  some  length  about  "Reno  has 
shut  the  door"  when  you  made  this  reference  about  three  major 
problems  with  respect  to  getting  a  Special  Counsel.  Before  the 
lunch  break,  I  quoted  from  an  article  which  suggested  that  Reno 
was  actually  against  appointing  a  Special  Counsel  and  therefore 
appointing  a  Special  Counsel  would  be  a  major  problem  in  the 
sense  that  she  had  appeared  to  shut  the  door  to  it. 

Over  the  luncheon  break,  I  had  a  chance  to  review  some  other 
articles,  and  I  don't  know  whether  you  recall  any  of  these.  But  The 
New  York  Times  on  January  13th,  this  was  when  the  President 
asked  Attorney  General  Reno  to  appoint  a  Special  Counsel,  and  the 
article  said  this  represented  a  change  in  position  by  the  President 
and  his  wife,  which  is  quite  true  and  was  known  at  the  time.  As 
we  discussed  earlier,  they  were  against  it,  Mrs.  Clinton,  because 
she  didn't  think  any  wrongdoing  had  occurred,  which  would  be  the 
basis  for  the  appointment  of  the  Special  Counsel.  This  article  say: 

Ms.  Reno  said  tonight  she  would  reluctantly  comply  with  the  President's  request. 
For  weeks  Ms.  Reno  has  argued  that  any  counsel  she  appointed  would  not  appear 
to  be  entirely  independent  and  that  she  would  prefer  to  wait  until  Congress  revived 
a  law  that  would  allow  her  to  ask  a  court  to  choose  a  counsel.  A  bill  to  put  the  law 
back  on  the  books  is  now  in  Congress. 

Now  just  by  way  of  background  on  this,  in  The  Washington  Post 
on  January  3rd,  there  was  an  article,  and  I'm  just  going  to  quote 
from  it.  It  is  referring  to  Senate  Minority  Leader  Robert  Dole: 

Appearing  on  NBC's  Meet  the  Press,  Dole  accused  Reno  of  "dragging  her  feet"  on 
appointment  of  an  Independent  Counsel.  "It's  high  time  that  she  did  what  she 
knows  she  should  do,"  Dole  said. 

Dole,  angry  at  a  lengthy  investigation  of  the  Iran-Contra  affair  during  the  Reagan 
Administration,  has  led  a  GOP  effort  on  Capitol  Hill  to  block  reinstatement  of  the 
post- Watergate  law  providing  for  court  appointment  of  Independent  Counsel  to  in- 
vestigate wrongdoing  by  high-level  Government  officials. 

Without  the  law,  Dole  said  on  Sunday,  Reno  could  use  her  authority  as  Attorney 
General  to  appoint  an  outside  counsel  to  handle  the  case,  which  is  being  inves- 
tigated by  career  Government  employees. 

When  a  similar  proposal  was  made  by  Representative  Jim  Leach,  R-Iowa,  Rank- 
ing Minority  Member  of  the  House  Banking  Committee,  Justice  Department  spokes- 
man Carl  Stern  said  anyone  Reno  appointed  would  be  under  her  supervision  and 
influence  rather  than  serving  independently  by  court  appointment  as  the  law  in- 
tended. Unlike  Dole,  Reno  supports  restoration  of  the  Independent  Counsel  law, 
which  was  approved  late  last  year  by  the  Senate  and  is  slated  for  consideration  this 
year  by  the  House. 

This  is  in  The  New  York  Times  on  January  8th.  The  other  was 
at  the  beginning  of  that  week.  That  was  in  The  Washington  Post 
on  January  3rd,  the  quote  I  just  read. 

So,  this  reported  an  appearance  on  Meet  the  Press  on  Sunday, 
January  2nd.  That's  the  report  that  makes  the  point  that  when  a 
similar  proposal  was  made  by  Representative  Leach,  Ranking  Mi- 
nority Member  of  the  House  Banking  Committee,  which  had  been 
done  earlier,  Justice  Department  spokesman  Carl  Stern  said  any- 
one Reno  would  appoint  would  be  under  her  supervision  and  influ- 
ence. So,  she  had  expressed  that  reservation. 
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Your  first  meeting  here  I  think  is  January  4th,  on  these  notes? 
Mr.  Gearan.  That's  what  my  notes  are  dated,  yes. 
Senator  Sarbanes.  This  other  story  says: 

Bob  Dole,  the  Senate  Minority  Leader,  again  urged  Attorney  General  Janet  Reno 
to  appoint  an  Independent  Counsel.  Ms.  Reno  said  on  Thursday  that  anyone  she 
named  would  be  vulnerable  to  accusations  that  they  were  not  truly  independent  be- 
cause they  owe  their  jobs  to  her  and  the  Justice  Department. 

And  then  Dole  listed  some  names  and  said: 

If  you  appointed  a  Special  Counsel  person  with  reputation  for  integrity  and  com- 
petence, there  will  be  no  second  guessing  of  the  Special  Counsel's  investigation,  Mr. 
Dole  wrote  to  Ms.  Reno.  Through  her  spokesman,  the  Attorney  General  today  reiter- 
ated her  opposition  to  that  approach. 

Having  read  all  of  this  and  knowing  that  this  was  the  context  in 
which  you  were  operating  at  the  time,  it  seems  to  me  that  this, 
your  notes  here  are  subject  to  the  reasonable  interpretation  that  in 
terms  of  appointing  a  Special  Counsel  that  a  perception  is  that  the 
Attorney  General  didn't  want  to  do  that,  "Reno  has  shut  the  door." 
Is  that  not  a  possible  reasonable  interpretation  of  those  notes? 

Mr.  Gearan.  Senator,  I  think  that  is  a  possible  interpretation.  I 
have  not  had  the  benefit  of  reviewing  the  clips  of  the  contacts  in 
this  time.  I  have  tried,  to  this  Committee,  to  testify  accurately  to 
what  I  recalled  at  the  time.  I  cannot  tell  you  that  I  have  any  more 
recollection — other  than  what  I  testified  to. 

Senator  Sarbanes.  In  the  end,  the  President  asked  the  Attorney 
General  to  appoint  a  Special  Counsel;  is  that  correct? 

Mr.  Gearan.  That's  correct. 

Senator  Sarbanes.  In  The  Times  of  January  13th  they  say: 

Ms.  Reno  said  tonight  that  she  would  reluctantly  comply  with  the  President's  re- 
quest. For  weeks  Ms.  Reno  has  argued  that  any  counsel  she  appointed  would  not 
appear  to  be  entirely  independent  and  that  she  would  prefer  to  wait  until  Congress 
revived  a  law  that  would  allow  her  to  ask  a  court  to  choose  a  counsel,  a  bill  to  put 
the  law  back  on  the  books  is  now  in  Congress. 

That  law  came  along  much  later,  as  we  know,  and  I  take  it  at 
the  time  there  was  a  tremendous  amount  of  press  uproar  and  in- 
quiry about  this  matter;  is  that  correct? 

Mr.  Gearan.  There  was  a  sizable  amount,  editorials,  Congres- 
sional calls  for  an  Independent  or  Special  Counsel.  As  I  testified, 
the  drumbeat  in  the  press  was  quite  significant. 

Senator  Sarbanes.  Thank  you  very  much. 

OPENING  COMMENTS  OF  SENATOR  LAUCH  FAIRCLOTH 

Senator  FAIRCLOTH.  Mr.  Gearan,  before  the  Committee  starts,  I 
just  want  to  say  something,  and  I  might  be  alone  in  this,  but  I 
don't  think  I  am.  We  have  gone  through  dates  and  zigs  and  zags 
and  who  did  and  who  didn't.  But  the  truth  of  it  is  I  am  disturbed 
about  the  delay  in  getting  the  documents  and  the  redactions.  Now 
this  week,  14  days  before  these  hearings  were  supposed  to  end,  we 
come  up  with  21  new  pages  of  documents — brand-new  and  very 
pertinent.  We  had  3  pages  of  whatever  last  week. 

This  is  the  type  of  thing  that  has  gone  on  from  the  beginning 
here,  from  the  very  beginning.  I  have  said  it  with  similes  or  what- 
ever, that  however  you  want  to  approach  it,  getting  information  out 
of  the  White  House  has  just  been  pick,  pick,  pick,  pick,  pick  and 
we  finally  get  something. 
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I  think  that  we  need  to  revisit  the  scope  of  the  document  request. 
If  somebody  is  having  trouble  telling  us  the  truth  and  getting  the 
document  or  dancing  behind  a  gossamer  facade  that  this  didn't 
come  and  that  really  wasn't  under  it,  then  maybe  we  need  to 
broaden  the  scope. 

But  I  think  Mr.  Chertoff  and  whoever,  there  is  enough  of  this, 
and  if  we  are  going  on  with  the  hearings,  we  need  to  make  the 
scope  broad  enough  and  the  request  clear  enough  that  there  isn't 
anybody  who  can  misunderstand  what  we  are  asking  for  and  what 
we  want.  I  am  tired  of  3  today,  21,  a  little  of  this,  a  little  of  that, 
and  I  think  we  need  to  change  it. 

Mr.  Gearan.  Senator,  if  I  might,  to  your  point  on  the  redactions, 
I  don't  know  if  you  wanted  to  cover  that,  Senator.  My  understand- 
ing, and  I  believe  it  is  in  my  deposition,  I  think  on  page  82,  my 
understanding  is  that  the  Republican  and  the  Democratic  Counsels 
have  met  on  this.  I  would  be  happy  to  testify  on  any  materials  that 
this  Committee  has.  My  understanding  is  that  has  been  worked  out 
by  your  respective  Counsels. 

Senator  Faircloth.  We  ultimately  work  out  everything.  But 
when  you  were  at  the  White  House,  you  segregated  your  White- 
water documents  in  the  summer  of  1994  when  the  Committee 
began  looking  at  these  matters;  is  that  correct? 

Mr.  Gearan.  Actually,  Senator,  I  believe  I  started  it  when  Mr. 
Fiske's  subpoena  first  started  this  process. 

Senator  Faircloth.  Who  decided  that  the  notes  we  have  now 
were  not  relevant  to  the  Committee? 

Mr.  Gearan.  At  what 

Senator  Faircloth.  Who  decided  the  notes  we  got? 

Mr.  Gearan.  My  understanding,  Senator,  is  the  previous  request 
for  information,  as  Senator  Sarbanes  mentioned  earlier,  was  notes 
regarding  Treasury  contacts  and  the  death  of  Vincent  Foster,  the 
Deputy  White  House  Counsel. 

Senator  Faircloth.  Let  me  ask  you  a  question.  Did  you  and  your 
attorney  or  did  Lloyd  Cutler  decide  they  were  not  relevant  and 
should  be  held  back?  Who  made  the  decision? 

Mr.  Gearan.  While  I  was  at  the  White  House,  White  House 
Counsel  sent  memoranda  describing  Congressional  requests  and 
subpoenas  to  me  and  responsive  documents  were  provided  to  White 
House  Counsel  for  their  review  and  production. 

Senator  FAIRCLOTH.  Was  Mr.  Cutler  involved  in  the  review  of 
what  should  come  out  and  what  should  not  come  out? 

Mr.  Gearan.  I  don't  believe  so.  I  am  only  aware  from  my  own 
part,  Senator.  I  am  not  sure. 

Senator  Faircloth.  Did  you  ever  discuss  the  release  of  your  doc- 
uments, your  notes  with  Mr.  Cutler? 

Mr.  Gearan.  No.  It  was  my  production  responsibility. 

Senator  Faircloth.  In  your  presence,  sir,  did  you  ever  hear  the 
First  Lady  state  that  she  did  not  want  someone  poking  into  20 
years  of  public  life?  Did  you  ever  hear  her  make  that  statement? 

Mr.  Gearan.  I  don't  recall  that,  Senator. 

Senator  Faircloth.  Have  you  heard  that  she  made  the  state- 
ment? Have  you  heard  that  she  had  made  that  statement,  whether 
you  heard  it  or  not? 


1768 

Mr.  Gearan.  I  guess  it  has  a  vague  recollection.  I  don't  know  if 
she  said  that  at  a  press  conference.  I  am  not  sure  what  you  are 
referring  to. 

Senator  Faircloth.  Well,  I  am  really  referring  to  what  Maggie 
Williams  said.  Did  you  ever  hear  the  First  Lady  say  anything  that 
the  issue  was  paralyzing  the  White  House  and  whether  or  not  we 
had  a  Special  Counsel,  it  was  a  major  issue  whether  we  got  a  Spe- 
cial Counsel  or  not  and  that  it  was  paralyzing  the  White  House. 
Did  you  ever  hear  such  conversations? 

Mr.  Gearan.  Well,  there  was  considerable  discussion,  Senator, 
the  first  week  in  January  whether  or  not  the  President  should  call 
for  a  Special  Counsel.  It  had  been  a  significant  issue  in  the  press, 
as  I  mentioned,  with  two  of  the  Nation's  leading  newspapers  edito- 
rializing. It  was  a  very  significant  public  issue,  that's  correct. 

Senator  Faircloth.  Mr.  Altman's  diary  showed  that  Maggie  Wil- 
liams said,  "The  White  House  was  trying  to  negotiate  the  scope  of 
the  Independent  Counsel  with  Ms.  Reno  and  having  enormous  dif- 
ficulty." All  of  the  meetings  and  things  we  are  hearing  here  suggest 
that  this  was  a  pretty  accurate  reflection  of  what  was  going  on  at 
the  White  House.  My  question  is:  Why  was  the  White  House  in- 
volved in  the  scope?  Why  was  it  even  being  discussed  whether  a 
Special  Counsel  should  be  appointed?  Wasn't  that  the  sole  discre- 
tion of  the  Attorney  General 

Mr.  Gearan.  Senator 

Senator  Faircloth.  — and  not  the  White  House?  It  is  my  under- 
standing that  would  have  been  the  sole  decision  of  Ms.  Reno  and 
not  the  White  House. 

Mr.  Gearan.  Unless  the  President  requested  it,  which  he  did. 
But  Senator,  I  guess  to  be  most  responsive  to  your  question,  what 
we  were  dealing  with  in  our  meetings  was  how  to  handle  the  sig- 
nificant press  interest  and  questioning  that  was  associated  with 
the  calls  for  Independent  Counsel,  what  would  the  White  House  re- 
sponse be,  what  was  the  White  House  effort  at  that  point. 

As  I  have  tried  to  testify,  the  meetings  that  week  both  took  the 
terms  of  that  internal  debate  as  well  as  the  strategy  that  the  White 
House  was  going  to  do  to  produce  chronologies  and  questions  and 
answers  and  related  information. 

Senator  Faircloth.  It  seems  that  there  was  a  total  failure  there 
to  make  the  distinction  between  Ms.  Reno's  authority  to  either  ap- 
point or  not  appoint  and  the  scope  of  what  would  be  that  you-all 
were  discussing  pretty  freely,  negotiating  what  would  be  and  nego- 
tiating with  Ms.  Reno;  is  that  right? 

Mr.  Gearan.  No,  Senator.  I  never  heard  of  any  negotiations  with 
the  Attorney  General  in  that  regard.  What  we  were  discussing  was 
what  are  the  pros  and  cons  of  a  Special  Counsel  and  what  would 
the  White  House  response  be.  If  we  were  not  going — if  the  Presi- 
dent was  not  going  to  be  calling  for  a  Special  Counsel,  what  would 
the  reasons  be  that  would  be  stated  why  the  President  did  not  feel 
a  Special  Counsel  was  warranted. 

Senator  Faircloth.  Did  you  ever  hear  anyone  mention,  Mr. 
Nussbaum  especially,  that  he  had  talked  to  the  Attorney  General 
about  the  issue  and  the  appointment  of  Special  Counsel? 

Mr.  Gearan.  No,  I  do  not  recall  that,  Senator. 
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Senator  Faircloth.  Did  anyone  mention  having  talked  to  Webb 
Hubbell  about  it? 

Mr.  Gearan.  No,  I  do  not  recall  that,  Senator. 

Senator  FAIRCLOTH.  Did  anyone  go  to  Little  Rock  to  visit  Beverly 
Bassett  Schaffer  as  a  result  of  these  meetings?  It  was  discussed. 
Did  you  ever  send  anybody? 

Mr.  Gearan.  Not  to  my  knowledge,  Senator. 

Senator  Faircloth.  But  you  talked  about  sending  somebody  to 
talk  to  her? 

Mr.  Gearan.  My  notes  reflect  there  was  a  suggestion  or  a  ref- 
erence to  that,  of  someone  going  to  Little  Rock. 

Senator  Faircloth.  I  guess  my  point  is  why  would  you  even 
think  about  sending  somebody  to  Little  Rock  to  talk  to  Ms.  Schaffer 
when  Donald  Mackay  from  the  Justice  Department  was  out  there 
investigating  the  entire  thing?  Would  that  not  have  appeared  a  lit- 
tle strange  to  you,  that  while  the  Justice  Department  had  people 
on  the  job  that  you  were  even  thinking  about  sending  somebody  out 
to  maybe  change  testimony  or  whatever  with  Ms.  Schaffer? 

Mr.  Gearan.  First  of  all,  Senator,  I'm  not  sure  whose  suggestion 
that  was.  My  notes  don't  reflect  it.  But  it  was  also  dismissed,  as 
my  notes  show,  in  Mr.  Ickes'  reference.  I  guess  what  I  could  ex- 
plain to  you  is  that  there  was  a  very  significant  interest  on  the 
part  of  the  White  House  that  if  we  were  to  state  anything  or  rep- 
resent what  Ms.  Schaffer  had  previously  said,  that  it  would  be 
paramount  that  we  not  misstate  it.  In  order  to  get  the  facts 
straight,  in  order  to  get  our  ducks  in  a  row  about  what  was  factu- 
ally the  case  on  this  matter,  we  needed  the  kind  of  information 
that  the  chronology  and  the  study  of  Arkansas  banking  law  and  the 
suggestion  on  the  independent  panel  of  regulators  was  referencing, 
I  believe. 

Senator  Faircloth.  But  did  anybody  bring  up  the  fact  that  if  Mr. 
Ickes'  suggestion  was  followed  and  White  House  aides  went  to  Lit- 
tle Rock  to  visit  with  Ms.  Schaffer,  that  that  could  be  considered 
an  obstruction  of  justice? 

Mr.  Gearan.  Senator,  I  am  not  sure  it  was  Mr.  Ickes'  suggestion, 
just  for  clarification.  But  there  was  never  any  instance  or  sugges- 
tion that  this  would  be  for  anything  but  to  get  the  information 
available  to  the  White  House  so  we  would  not  mislead  the  press 
in  any  of  the  materials  we  would  put  out.  That  was  the  context  of 
the  meetings,  as  best  I  recall. 

Senator  Faircloth.  Well,  I  remember  a  considerable  time  ago,  in 
fact,  it  was  before  Whitewater  became — it  was  just  beginning  to  be 
heard  about,  and  I  mentioned  to  Ms.  Reno  that  we  were  hearing 
a  lot  in  the  press  and  seeing  a  lot  of  things.  I  think  she  was  before 
the  Banking  Committee  at  another  hearing  and  I  asked  her,  and 
she  very  quickly  told  me  that  she  had  the  top  people  in  the  country 
from  the  Justice  Department  investigating  it,  and  she  would  do  a 
thorough  investigation  herself  and  no  one  else  need  be  involved 
and  the  buck  stopped  with  her.  That  was  a  considerable  time  ago, 
I  think. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Mr.  Gearan,  let's  go  back  to  this  issue  with  Ms. 
Beverly  Bassett  Schaffer.  You  will  agree  with  me  that  as  of  Janu- 
ary 7,  1994,  you  understood  and  everybody  in  that  meeting,  so  far 
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as  you  were  concerned,  understood  that  there  was  an  active  Grand 
Jury  investigation  going  on  that  touched  upon  Madison  and  White- 
water; correct? 

Mr.  Gearan.  Yes,  that  the  Department  of  Justice  was  conducting 
that,  yes. 

Mr.  Chertoff.  And  in  the  context  of  the  discussion  on  the  7th, 
there  was  a  specific  reference  to  boxes  going  to  some  prosecutorial 
authority;  correct? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  There  was  discussion  about  the  possibility  of  an 
Independent  Counsel  being  appointed;  correct? 

Mr.  Gearan.  Correct. 

Mr.  Chertoff.  Now  bearing  that  in  mind,  the  discussion  then 
turned  to  Beverly  Bassett  Schaffer,  and  Mr.  Ickes — this  is  on  page 
S  20576 — says,  "is  so  F— ing  important."  Why  was  she  so  "F — ing 
important?" 

Mr.  Gearan.  Well,  I  guess  I  would  say  that  because  the  center- 
piece of  what  an  awful  lot  of  the  press  interest  was  at  that  time 
and  the  issue  was,  as  it  is  alluded  to  on  the  previous  page,  is  that 
Madison  Guaranty  not  getting  special  treatment  is  most  important 
thing  to  prove  next  week.  That  was  the  issue  in  large  part  of  what 
an  awful  lot  of  the  stories  were  swirling  around,  as  best  I  can  re- 
call, for  that  period.  Her  comments  that  my  understanding  were 
previously  in  the  press  is  that  she  had  stated  there  was  no  pre- 
ferred treatment  of  Madison  Guaranty. 

Mr.  Chertoff.  So  before  this  meeting,  you  were  already  aware 
of  public  statements  by  her  about  this  issue? 

Mr.  Gearan.  I  suspect  that  I  was  aware  that  she  had  made  those 
statements  previously.  I  was  not 

Mr.  Chertoff.  Didn't  Senator  Dodd  ask  you  about  2  hours  ago 
and  you  answered  yes,  that  you  understood  she  had  made  some 
public  statements  earlier? 

Mr.  Gearan.  Yes,  but  I  don't  present  myself  as  an  expert  on  all 
those  statements  that  she  had  made  during  1992. 

Mr.  Chertoff.  I  don't  want  you  to  be  an  expert  on  all  her  state- 
ments. I  want  to  ask  you  directly  and  simply.  As  of  this  meeting 
did  you  understand  that  she  had  already  made  a  public  statement 
or  public  statements  about  this  whole  issue? 

Mr.  Gearan.  It  was  my  understanding  that  she  had  said  that 
there  was  no  preferred  treatment  of  Madison  Guaranty. 

Mr.  Chertoff.  Where  had  she  said  it? 

Mr.  Gearan.  My  understanding  it  was  in  the  public  domain.  I 
don't  know  what  publication. 

Mr.  Chertoff.  But  what  additional  information  did  you  need 
from  her? 

Mr.  Gearan.  Mr.  Chertoff,  it  was  an  interest  that  we  had,  and 
again,  I 

Mr.  Chertoff.  No,  no,  no.  Please  answer  my  question,  not  the 
question  you  want  me  to  ask  but  my  question.  Given  that  she  had 
made  statements  in  the  public  domain,  what  did  you  need  from 
her?  What  more  information  did  you  need? 

Mr.  Gearan.  We  needed  to  make  sure  that  everything  I  think  as 
I  have  tried  to  say,  is  that  everything,  if  we  were  to  restate  what 
Ms.  Bassett  Schaffer  had  said,  that  we  would  be  accurate. 
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Mr.  Chertoff.  Why  couldn't  you  just  Xerox  what  she  had  said 
publicly  and  send  it  out? 

Mr.  Gearan.  That  could  have  been  one  level.  The  second  level 
was  that  we  needed  to  make  sure  that  whatever  she  did  as  a  regu- 
lator, that  was  actually  in  accord  with  what  should  have  been  done. 

Mr.  Chertoff.  So  there  was  discussion  about  what  you  would  do 
if  it  turned  out  that  it  was  not  in  accord  with  what  should  have 
been  done? 

Mr.  Gearan.  No.  I  think  it  was  just  a  discussion,  as  the  notes 
reflect,  that  we  should  have  clear  in  our  minds  based  on  other  inde- 
pendent attorneys  or  experts  in  Arkansas  banking  law,  that  we  are 
quite  well  aware  of  what  was  done  so  that  there  would  be  no  mis- 
statement on  the  part  of  the  White  House. 

Mr.  Chertoff.  But  that's  independent  attorneys  and  other  peo- 
ple. We  are  talking  about  why  you  have  to  go  to  her  to  get  her 
statements  when  her  statements  have  already  been  made  in  the 
public  record.  What  more  do  you  need  to  talk  to  her  about? 

Mr.  Gearan.  Again,  I  don't  recall  a  protracted  discussion  on  this 
other  than  the  import  of  it  was  to  make  sure  we  would  not  mis- 
state Ms.  Bassett  Schaffer's  position. 

Mr.  Chertoff.  The  import  was  if  we  "F  this  up,  we  are  done." 
That  suggests  it  wasn't  really  a  casual  aside  but  something  that 
Mr.  Ickes  focused  everybody's  attention  on. 

Now,  you  understand  you  are  dealing  in  the  world  of  Grand  Jury 
subpoenas  where  whatever  your  press  concerns  are,  contacts  with 
a  potential  witness  are  like  radioactive.  That  is  very  serious  busi- 
ness to  talk  to  a  witness  when  there  is  a  Grand  Jury  investigation. 

Mr.  Ben-Veniste.  That  is  nonsense. 

Mr.  Chertoff.  What  was  the  reason  it  was  necessary  to  go  to 
Beverly  Bassett  Schaffer  to  talk  about  what  she  would  say  when 
she  had  already  said  it  publicly? 

Mr.  Gearan.  Again,  Senator,  the  best  as  I  can  recall,  it  was  to 
make  sure  that  we  would  not  misstate  anything,  and  I  would  read 
this  as  what  I  think  this  means  is  if  we  would  in  any  way  mis- 
represent the  facts  in  this,  that  once  again,  White  House  credibility 
would  be  at  stake. 

Mr.  Chertoff.  I  have  one  last  question. 

The  Chairman.  We  have  gone  over — I  will  ask  the  Minority  to 
indulge  me.  One  of  our  Members  has  a  question  and  needs  to  leave. 
With  that  understanding,  I  would  ask  that  we  yield  to  Senator 
Faircloth. 

Senator  Faircloth.  Mr.  Gearan,  practically  every  answer  we  get 
is  euphemised  or  polished,  but  very  clearly  from  the  notes,  Mr. 
Ickes  said — do  you  have  a  copy  of  that? 

Mr.  Gearan.  Yes. 

Senator  Faircloth.  This  is  not  soft  language.  This  is  flat.  "We 
can't  send  PB,  BL,  or  MW.  It  will  come  out."  If  you  are  afraid 
something  is  going  to  come  out,  you  aren't  dealing  in  a  legitimate 
operation.  I  mean,  there  is  no  reason  for  it  not  to  be  out.  "Item  by 
item  make  sure  her  story  is  OK."  Now,  he  isn't  saying  make  sure 
it  fits  the  press  story.  He  is  saying  make  sure  it  is  OK,  it  fits  what 
we  want. 

Jack  Quinn,  the  current  White  House  Counsel,  says,  we  must 
keep  it  at  "arm's  length."  Who  will  we  send,  "Tisdale  in  Lindsey 
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firm.  Skip,  WH,  pass.  PB  friend  New  York  lawyer."  In  other  words, 
who  can  we  send  out  there  and  we  won't  get  caught.  That  is  clearly 
the  implication  of  this.  When  you  knew  that  Mr.  Mackay  from  the 
Justice  Department  was  out  there  already  investigating  and  had 
talked  to  Ms.  Schaffer  and  had  talked  to  these  people  and  you-all 
were  clearly  planning  to  go  out  and  that  is  nothing  less  than  inter- 
fere with  a  Justice  Department  investigation.  I  don't  think  any 
other  inference  can  be  made. 

Mr.  Gearan.  Senator,  the  best  I  can  do  is  provide  you  with  my 
best  understanding  of  having  been  at  the  meeting,  and  I  would 
read  this  as  consonant  with  the  time  where  we  were  trying  to  make 
sure  there  were  network  stories  about  the  White  House  credibility 
and  how  we  had  handled  this  issue,  that  we  make  sure,  item  by 
item  to  make  sure  that  the  story,  the  facts  that  the  White  House 
was  going  to  be  presented  was  indeed  accurate. 

That  is  my  recollection,  both  of  the  substance,  given  that  the 
strategy  that  the  White  House  was  going  to  embark  upon,  which 
was  to  have  op  ed  pieces  and  chronologies  and  question  and  an- 
swers out  there,  that  we  make  sure,  that  we  do  our  very  level  best 
to  make  sure  any  information  we  were  reporting  or  presenting  to 
members  of  the  press  was  accurate. 

Senator  Faircloth.  We  will  end  this  so  the  Minority  can  get  on. 
But  you  were  not  talking  about  the  press  here.  "PB,  BL,  MW,  we 
can't  send  them.  It  will  come  out."  If  you  were  dealing  with  a  legiti- 
mate, clean  operation,  why  not  let  it  come  out?  What  difference 
does  it  make?  You  were  merely  trying  to  get  the  facts  to  the  press. 
If  that's  what  you  were  after,  why  not  send  somebody,  PB,  BL,  or 
MW,  what  difference  does  it  make?  Why  did  you  have  to  keep  it 
at  arm's  length,  as  Mr.  Quinn  suggested?  Why  would  you  need  a 
New  York  lawyer  or  a  PB  friend?  Why  not  send  PB  and  let  PB  go 
and  get  off  the  airplane  and  say  this  is  what  I  am  here  for  to  make 
sure  that  the  facts  are  straight?  No,  that's  not  what  you  had  in 
mind  or  you  would  have  sent  PB. 

I  thank  you,  Mr.  Chairman. 

Mr.  Gearan.  If  I  might,  Senator,  I  think  I  would  read  that  and 
think  that  means  that  it  would  be  a  White  House  overreaction  to 
this  if  the  White  House  was  to  dispatch  people,  that  it  could  be 
lending  credence  to  circumstances  and  it  would  be  an  overreaction. 
We  were  very  much  aware  of  the  issue  of  how  the  White  House  was 
handling  this,  because  it  was  called  into  question  by  the  national 
media.  Before  we  embarked  upon  anything  that  would  once  again 
revisit  how  the  White  House  had  handled  it,  I  think  the  tenor  of 
the  meeting,  my  best  recollection,  that  was  what  we  were  talking 
about. 

The  Chairman.  I'm  going  to  call  upon  Senator  Sarbanes  or  Mr. 
Ben-Veniste,  but  given  your  notes  and  the  warnings  about  getting 
on  top  of  this  and  you  better  otherwise  we  blow  up,  your  expla- 
nation is  rather  strained,  Mr.  Gearan. 

Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Chairman,  I  want  to  put  on  the  record 
a  letter  that  was  sent  to  the  Committee  by  David  Enzel,  the  Spe- 
cial Counsel  of  the  Office  of  Thrift  Supervision.  I  want  to  quote 
from  it  briefly. 
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Yesterday,  Steven  Parr,  an  examiner  in  the  Little  Rock  Field  Office  of  the  Office 
of  Thrift  Supervision,  found  some  additional  documents  relating  to  Madison  Guar- 
anty Savings  &  Loan  Association  and  promptly  forwarded  them  to  me.  They  in- 
cluded status  reports  relating  to  "problem  institutions"  from  the  1984  to  1986 
period.  Mr.  Parr  was  searching  for  a  folder  on  investment  securities  and  found  the 
documents  in  a  box  primarily  containing  non-institution  specific  examination  infor- 
mation. 

So  then  those  documents  were  sent  along,  and  Mr.  Parr  in  his 
explanation  for  it,  and  I  put  this  on  the  record  because  no  big  to- 
do  was  made  about  this  matter  with  Mr.  Parr  or  Mr.  Enzel.  I  don't 
think  any  big  to-do  should  have  been  made  about  it,  because  I 
think  it  is  quite  possible  that  relevant  documents  can  be  overlooked 
or  that  you  can  have  an  inadvertence  which  produces  problems  in 
producing  them. 

But  what  Parr  said  in  his  memo  to  Enzel  is,  he  says: 

As  I  informed  you  earlier  today  over  the  telephone,  I  found  some  additional  docu- 
ments this  morning  in  the  Little  Rock  Field  Office  relative  to  Madison  Guaranty 
Savings  &  Loan  Association. 

And  he  details  what  those  documents  were.  Then  he  says: 

I  sincerely  apologize  for  any  inconvenience  or  embarrassment  the  late  discovery 
of  these  documents  may  cause  you  and/or  others  at  the  Office  of  Thrift  Supervision 
and/or  Department  of  the  Treasury.  I  found  the  documents  while  searching  for  a 
folder  on  investment  securities.  The  documents  were  previously  overlooked  in 
searches  of  the  Little  Rock  field  office  for  Madison  Guaranty-related  documents  due 
to  my  failure  to  search  or  diligently  search  a  cardboard  file  folder  box  located  in  my 
office.  By  far,  the  vast  majority  of  the  contents  in  the  box  relate  to  general  examina- 
tion information  and  topics  instead  of  to  a  specific  institution  or  institutions. 

I  would  like  to  include  both  the  letter  from  Enzel  to  the  Commit- 
tee and  the  memo  of  Parr  to  Enzel  with  respect  to  turning  up  these 
documents  in  the  Committee  record. 

The  Chairman.  I  would  like  to  have  a  copy.  I  don't  know  whether 
I  have  seen  it  before. 

Senator  Sarbanes.  The  letter  I  am  quoting  from  went  to  Mr. 
Giuffra.  I  yield  to  Mr.  Ben-Veniste. 

The  Chairman.  I  think,  Senator,  documents  that  turned  up  and 
were  found  in  a  box  by  an  RTC  employee  who  had  little,  if  any, 
connection  with  them  other  than  to  inherit  them  is  a  far  different 
situation  than  when  a  witness  produces  his  notes  of  meetings  that 
he  attended  and  testified  about  and  comes  forth  with  this  informa- 
tion to  the  Committee,  now  but  not  before.  I  think  it  is  a  big  dis- 
tinction. That's  a  big  distinction.  I  don't  see  any  similarity. 

I  will  still  put  back  2  additional  minutes.  Certainly  we  will  put 
these  in  the  record. 

Senator  Sarbanes.  The  only  point  I.  want  to  underscore,  Mr. 
Chairman,  we  have  had  this  issue  come  up  previously.  Mr.  Gearan 
is  not  the  first  one  who  has  been  criticized  on  this  production  of 
documents.  I  just  want  to  make  the  point  it  is  obvious  that  people 
can  overlook  things.  Mr.  Gearan  has  an  explanation  for  what  hap- 
pened to  his  documents  which  he  offered  at  the  beginning  of  his 
testimony  here  today,  and  I  would  be  happy  to  carry  him  back 
through  it  again  if  we  need  to  do  that.  So,  I  think  it  is  very  impor- 
tant that  we  understand  that. 

Mr.  Ben-Veniste.  I  think  the  point  is,  Mr.  Gearan,  that  when 
you  and  your  attorney,  who  is  an  experienced  attorney  in  Washing- 
ton, looked  at  the  subpoena,  you  looked  at  your  documents  or  you 
looked  at  the  document  request — I  don't  think  it  was  a  subpoena 
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then — you  looked  at  the  documents  you  had,  you  matched  your  doc- 
uments against  what  is  requested.  And  then  there  is  a  conclusion 
made,  I  take  it  with  the  advice  of  your  counsel,  as  to  what  comes 
within  the  document  request.  And,  quite  clearly,  these  documents 
didn't  come  within  that  request,  OK. 

So,  now  the  only  issue  is  how  did  they  fall  between  the  cracks 
in  terms  of  the  subsequent  request,  and  you  have  explained  that 
at  least  four  times,  to  my  recollection,  here  today. 

Mr.  Gearan.  Mr.  Ben-Veniste,  I  might  request  to  put  into  the 
record  a  letter  that  I  submitted  and  fax  mailed  to  the  Independent 
Counsel  upon  providing  them  back  to  the  White  House  which  de- 
tails this  in  some  form,  if  that  would  be  helpful  to  the  Committee. 

Mr.  Ben-Veniste.  I  would  please  recommend  its  receipt. 

The  Chairman.  We  would  be  happy  to  receive  that. 

Mr.  Ben-Veniste.  Now  let  me  address  something  that  Mr. 
Chertoff  raised,  because  I  don't  think  it  can  be  left 

The  Chairman.  Can  I  ask  you,  what  letter  do  you  want  to  submit 
to  us? 

Mr.  Gearan.  I  was  just  saying,  Mr.  Chairman,  that  if  it  would 
be  helpful  to  the  Committee,  there  was  a  letter  that  I  sent  to  the 
Independent  Counsel  at  the  time  on  January  31st. 

The  Chairman.  Do  you  have  a  copy  of  that  with  you?  Does  your 
attorney? 

Mr.  Gearan.  I  would  be  happy  to  share  that  with  you.  I  have  a 
copy  here,  sir. 

The  Chairman.  Would  you  submit  it?  It  will  be  made  a  part  of 
the  record.  If  you  say  you  want  to  submit  the  letter,  let's  see  the 
letter. 

Mr.  Ben-Veniste.  That's  what  he  wanted  to  do. 

The  Chairman.  No,  he  didn't  want  to  do  it.  He  was  going  to  pro- 
ceed. If  we  are  going  to  make  it  part  of  the  record,  I  would  like  to 
see  it.  I  am  going  to  make  it  part  of  the  record,  but  I  would  like 
to  have  a  copy  of  it. 

Mr.  Ben-Veniste.  May  I,  Mr.  Chairman? 

The  Chairman.  Certainly. 

Mr.  Ben-Veniste.  Mr.  Gearan,  let  me  address  a  matter  that  Mr. 
Chertoff  raised,  because  I  would  not  wish  to  have  this  record  stand 
as  it  is  now  with  respect  to  the  question  of  the  appropriateness  of 
interviewing  a  potential  witness  in  a  case. 

Now  the  proposition  was  put  to  you  that  Ms.  Schaffer  might  have 
been  a  witness  in  an  ongoing  Grand  Jury  investigation.  I  know  of 
no  investigation  that  was  going  on  at  that  time  that  would  have 
involved  Ms.  Schaffer's  testimony.  But  even  if  it  did  parties  associ- 
ated with  defending  themselves  and  their  reputations  have  every 
right  in  the  world  to  interview  a  witness.  Any  notion  that  this  is 
poisonous  or  radioactive,  as  Mr.  Chertoff  put  it,  is  quite  clearly  not 
the  law. 

What  is  not  allowed  is  any  attempt  to  influence  improperly  a  wit- 
ness in  that  witness'  testimony.  What  you  have  said  quite  clearly 
here  is  that  there  was  no  effort  to  change  the  substance  of  Ms. 
Schaffer's  testimony,  only  that  you  wished  her  to  come  forward 
again;  is  that  correct? 

Mr.  Gearan.  Only  that  we  wished  to  make  sure  we  had  the  in- 
formation correct.  That  was  my  understanding,  sir. 
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Mr.  Ben-Veniste.  Now,  Ms.  Schaffer  had  made  statements  to 
Mr.  Gerth  in  The  New  York  Times  during  the  1992  campaign.  She 
also  testified  before  us  that  because  of  all  the  media  attention  that 
descended  upon  her  in  Arkansas,  she  didn't  want  to  get  involved 
again,  and  indeed,  in  a  story  quite  recently,  February  9th  of  this 
year,  Larry  Margasak  of  the  Associated  Press  wrote  "Beverly  Bas- 
sett  Schaffer  said  in  an  interview  Thursday  that  her  response  was 
'no  way  I  want  to  be  drawn  into  the  political  response.'  She  added, 
'I  was  sick  of  talking  about  Whitewater.' " 

She  has  testified  here  and  consistently  said  that  after  having 
been  harassed,  in  her  words,  by  the  media  during  the  campaign  in 
1992,  she  was  quite  reluctant  to  get  reinvolved.  On  the  other  hand, 
it  was  recognized  that  her  statements  in  the  public  domain  would 
be  important  in  getting  this  full  story  out.  So  while  somebody  may 
be  reluctant,  their  testimony  might  well  be  quite  important,  indeed 
vital  to  putting  to  rest  the  notion  that  there  was  some  impropriety 
associated  with  her  connection  in  this  matter. 

We  have  had  hearings  over  several  days  now  looking  into  all  as- 
pects of  her  connection  with  Madison,  and  the  Rose  Firm's  connec- 
tion with  Madison,  and  Mrs.  Clinton's  connection  with  Madison. 
And  at  the  end  of  the  day,  there  is  not  a  single  witness  who  testi- 
fied here  that  Ms.  Bassett  did  anything  improper  in  connection 
with  the  Madison  application  that  was  before  her. 

Senator  Sarbanes.  Can  I  have  this  letter  put  up  on  the  machine, 
please,  the  one  that  was  just  provided  to  us  by  Mr.  Gearan? 

The  Chairman.  I  think  they  are  making  copies  now.  We  are  in 
the  process  of  doing  that  so  we  can  put  it  up  on  the  machine. 

Mr.  Ben-Veniste.  While  that  is  happening,  let  me  just  summa- 
rize what  is  in  these  notes,  because  as  we  say,  we  have  these  notes, 
we  have  your  explanation  for  how  they  were  produced.  Now,  we 
have  to  look  at  the  substance  of  them  and  what  of  importance  is 
there  contained. 

There  was  a  discussion  of  the  appointment  of  an  Independent 
Counsel,  something  which  has  been  reported  upon  for  2  years  now. 
The  positions  of  the  parties  are  set  forth,  the  historical  consider- 
ations about  how  Independent  Counsels  or  Special  Prosecutors 
have  acted  over  the  years.  There  is  a  substantial  body  of  material 
from  which  one  can  draw  to  analyze  whether  Independent  Counsels 
have  been  effective,  have  they  gone  beyond  their  mandates,  have 
they  spent  too  much  money,  taken  too  much  time  or  have  they,  in 
fact,  done  what  they  were  supposed  to  do  and  the  results  are 
mixed.  That  was  discussed.  The  importance  of  Ms.  Bassett,  the 
press  reaction  to  all  of  this,  and  how  you  would  go  forward. 

Now  all  of  that  information  we  have  now  received.  I  don't  see 
anything  that  is  new  or  startling  or  particularly  extraordinary 
about  these  notes.  Virtually  everything  that  is  here  has  been  dealt 
with  previously,  sometimes  at  length  over  a  period  of  2  years. 

So  when  we  talk  about  the  discovery  of  notes,  it  is  my  view  that 
it  is  the  obligation  of  the  White  House  to  continue  to  produce  mate- 
rials that  they  find.  There  are  occasions  where  materials  may  be 
misfiled,  mislocated.  That  happens  in  virtually  any  big  document 
case.  You  have  come  forward  with  an  explanation  which  has  been 
credited  by  Senator  Hatch,  the  Chairman  of  the  Judiciary  Commit- 
tee. It  has  been  commented  on  here.  I  find  it  credible. 
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Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Gearan,  do  you  have  this  letter  in  front 
of  you? 

Mr.  Gearan.  I  do,  sir. 

Senator  Sarbanes.  Do  you  have  a  copy  to  put  up  on  the  ma- 
chine? 

The  Chairman.  I  don't  have  a  copy  to  put  up  on  the  machine  be- 
cause we  are  using  our  only  copy  to  make  more  copies.  We  just  got 
this  several  minutes  ago.  I  will  be  happy  to  have  it 

Senator  Sarbanes.  Apparently  they  will  have  it  in  a  moment, 
I'm  told  by  staff.  Do  you  have  a  copy  in  front  of  you? 

Mr.  Gearan.  I  do. 

Senator  Sarbanes.  This  was  a  letter  sent  by  your  counsel  to  the 
Independent  Counsel  dealing  with  this  matter;  right? 

Mr.  Gearan.  Yes. 

Senator  Sarbanes.  Let  me  go  through  this  with  you  because  I 
want  to  make  sure  we  get  these  facts  tied  down. 

As  you  know,  Mr.  Gearan  left  the  White  House  and  assumed  the  responsibilities 
of  Peace  Corps  Director  in  September  1995.  Prior  to  his  departure,  Mr.  Gearan  was 
on  vacation  and  his  files  and  memorabilia  were  packed  up  by  his  White  House  Com- 
munications Office  staff.  The  bulk  of  this  material  was  sent  to  White  House  Records 
Management,  while  memorabilia  and  personal  items  were  sent  to  Mr.  Gearan's 
Peace  Corps  office.  All  of  us  believed  that  documents  relating  in  any  way  to  the 
Whitewater  or  Foster  investigations  were  sent  to  Records  Management  for  inventory 
and  safekeeping.  Up  to  that  time,  we  had  followed  a  strict  procedure  that  no  docu- 
ments relating  to  these  matters  were  ever  to  be  removed  from  the  White  House  so 
that  complete  accountability  for  these  documents  could  be  maintained.  The  only  ex- 
ception was  the  production  of  a  single  one-page  document  to  your  office  in  July 
1994. 

So,  your  belief,  when  you  went  over  to  the  Peace  Corps  was  that 
any  documents  that  pertained  to  the  Whitewater  or  Foster  inves- 
tigations had  been  sent — they  were  over  in  the  White  House  and 
had  been  sent  to  Records  Management;  is  that  right? 

Mr.  Gearan.  Yes.  It  was  my  intention  that  they  were  commu- 
nications files  and  should  remain  there. 

Senator  Sarbanes.  All  right. 

In  late  October  1995,  we  learned  of  a  document  request  to  the  White  House  as 
a  result  of  newspaper  stories  and  confirmed  that  the  White  House  Counsel's  Office 
was  taking  responsibility  for  reviewing  and  producing  documents  from  the  Commu- 
nications Office. 

That's  the  office  you  had  previously  headed  up;  is  that  correct? 
Mr.  Gearan.  That's  correct,  Senator. 
Senator  Sarbanes.  [Continuing:] 

Because  we  have  consistently  endeavored  to  be  punctilious  about  document  pro- 
ductions, and  even  though  we  thought  we  no  longer  had  access  to  White  House 
Communications  Office  documents,  Mr.  Gearan  checked  to  make  sure  that  he  had 
not  inadvertently  retained  any  documents  potentially  responsive  to  that  request.  In- 
cluded in  this  review  were  the  boxes  of  memorabilia  in  storage  at  the  Peace  Corps 
which  had  come  over  from  the  White  House.  Amid  this  memorabilia,  Mr.  Gearan 
discovered  a  box  which  contained  the  documents  he  believed  had  been  left  at  the 
White  House.  This  discovery  was  made  on  the  afternoon  of  November  1,  1995,  and 
on  the  morning  of  November  2,  1995,  Mr.  Gearan  gave  directions  to  his  secretary 
to  have  these  documents  returned  to  the  White  House  Communications  Office  by 
hand  delivery.  Without  intent  to  waive  the  attorney-client  privilege,  suffice  it  to  say 
that  later  that  afternoon  we  confirmed  Mr.  Gearan's  understanding  that  the  docu- 
ments had,  in  fact,  been  sent  to  the  White  House  Communications  Office.  In  con- 
temporaneous and  subsequent  discussions  with  White  House  Counsel,  we  alerted 
them  to  these  facts  and  were  under  the  distinct  impression  that  the  documents  had, 
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in  fact,  been  received  by  the  White  House  and  sent  to  Records  Management  and 
were  being  reviewed  in  conjunction  with  other  requests  for  White  House  documents. 

You  thought  you  had  left  them  at  the  White  House? 

Mr.  Gearan.  I  did. 

Senator  Sarbanes.  As  it  turned  out,  they  went  over  to  the  Peace 
Corps.  Now  when  further  requests  were  being  made  for  documents, 
you  did,  as  it  were,  sort  of  a  confirmatory  check  and  uncovered 
these  documents  and  then  said,  "well,  they  ought  to  be  sent  over 
to  the  White  House."  And  you  assumed  they  had  gone  on  over  to 
the  White  House;  is  that  correct? 

Mr.  Gearan.  That's  correct. 

Senator  Sarbanes.  [Continuing:] 

Last  evening  we  called  White  House  Counsel  and  in  the  course  of  that  discussion 
we  were  informed  that  they  were  having  some  difficulty  locating  certain  Commu- 
nications Office  files  in  the  Records  Management  system.  We  offered  our  assistance 
in  locating  this  material.  We  learned  that,  rather  than  being  sent  to  the  White 
House,  Mr.  Gearan's  Communications  Office  documents  remained  in  their  original 
White  House  container  in  storage  at  the  Peace  Corps. 

This  was  contrary  to  what  you  thought  had  been  done;  right? 
Mr.  Gearan.  That's  correct. 
Senator  Sarbanes.  [Continuing:] 

We,  of  course,  have  notified  White  House  Counsel  and,  in  order  to  expedite  their 
review  of  these  documents,  sent  them  by  couner  to  White  House  Counsel's  Office 
this  morning  without  reviewing  them.  As  these  documents  belong  to  the  White 
House  and  review  and  production  of  these  documents  is  a  responsibility  that  has 
been  assumed  by  White  House  Counsel,  we  felt  it  appropriate  to  handle  the  docu- 
ments in  this  manner,  even  though  there  may  not  be  any  responsive  documents  in 
the  box. 

Then  you  make  this  explanation  to  the  Independent  Counsel.  In 
the  end  they  were  sent  over  and  then,  of  course,  the  White  House 
furnished  them  to  the  Committee.  That's  how  we  now  have  them. 

In  a  way,  it  is  unfortunate.  First,  they  were  sent  over  to  the 
Peace  Corps  when  you  thought  they  had  been  left  at  the  White 
House,  as  I  understand  it;  is  that  correct? 

Mr.  Gearan.  That's  correct,  Senator. 

Senator  Sarbanes.  Second,  when  you  thought  they  had  been  sent 
back  to  the  White  House,  in  fact,  that  had  not  happened,  those  in- 
structions or  understanding  was  not  carried  out.  That  would  have 
been  back  in  November;  is  that  correct? 

Mr.  Gearan.  That's  correct. 

Senator  Sarbanes.  And  then  upon  this  indication  that  they  had 
some  difficulty  locating  them,  then  a  further  check  was  made  and 
you  found  they  were  still  there  and  you  made  certain  they  got  over 
there;  is  that  correct? 

Mr.  Gearan.  That's  correct. 

Senator  Sarbanes.  Thank  you. 

The  Chairman.  Senator  Grams. 

Senator  GRAMS.  Thank  you,  very  much.  It  is  nice  to  get  back 
again.  Just  a  couple  quick  questions  and  maybe  a  couple  comments 
before  I  yield  the  rest  of  my  time  back  over  to  Mr.  Chertoff. 

I  know  comments  have  been  made  how  these  files  got  misplaced 
and  that  there  is  some  satisfaction  of  the  explanation  that  you 
have  given  in  not  producing  the  documents  but  I  think  if  we  look 
at  it,  it  has  been  very  selective,  even  though  they  weren't  specifi- 
cally requested.  I  don't  think  this  has  been  an  issue  of  minimal 


1778 

compliance  with  the  subpoena  versus  really  the  full  cooperation 
that  the  White  House  has  always  said  that  they  were  willing  to 
provide. 

My  questions  are  that,  like  I  said,  it  has  been  quite  selective,  not 
full  cooperation,  because  the  subjects  of  these  notes  dealt  exactly 
with  what  this  investigation  has  considered,  and  that  is  the  deal- 
ings with  Madison  Guaranty  and  all  the  other  meetings  and  every- 
thing. I  believe  they  were  pertinent  and  although  they  didn't  meet 
the  letter  of  maybe  the  request,  I  think  there  could  have  been  bet- 
ter cooperation  despite  some  of  that. 

Also,  timing  is  everything,  that  if  this  would  have  been  brought 
out  maybe  before  your  confirmation,  it  might  have  been  a  different 
view  on  your  appointment  to  head  up  the  Peace  Corps.  So  timing 
could  have  meant  a  lot  to  whether  these  notes  were  turned  over  or 
were  not  turned  over. 

I  wanted  to  get  back  to  some  other  questions  about  the  notes 
themselves  and  again,  as  I  say,  that  I  understand  you  had  no  offi- 
cial request  come  from  this  Committee  asking  for  these  specific 
documents,  but  didn't  you  feel  you  had  an  obligation  to  turn  over 
these  notes,  even  though  they  weren't  specific  but  what  I  feel  was 
in  the  broad  concept  of  what  this  Committee  was  looking  for? 

Mr.  Gearan.  Senator,  my  understanding  is  that  what  this  Com- 
mittee has  asked  for,  as  best  as  I  can  describe  it  to  you,  is  initially 
on  White  House-Treasury  contacts  and  then  on  the  death  of  Vin- 
cent Foster.  I  have  tried,  and  I  have  no  reason  not  to  provide  them 
to  you,  as  I  have  tried  to  do  and  to  other  committees  as  best  I  can. 
My  understanding  is,  that's  what  those  requests  and  subpoenas 
were  about. 

Senator  Grams.  The  Treasury  context  dealt  with  Madison  Guar- 
anty and  Whitewater,  and  these  notes  do  the  same. 

Mr.  Gearan.  My  understanding,  the  Treasury  context  dealt  with 
the  issue  of  the  October  14th  meeting.  I  would  not  have  joined 
them  that  way,  no,  Senator. 

Senator  Grams.  I  still  think  under  the  big  umbrella  of  what  we 
are  talking  about  is  the  answers  we  have  been  trying  to  find. 

Mr.  Gearan.  Senator,  the  best  I  can  tell  you  is  I  have  tried  to 
comply  with  absolutely  the  letter  of  the  law  here.  I  have  done  my 
honest  best  to  give  you  the  information  that  this  Committee  has  re- 
quested. 

Senator  Grams.  Did  anybody  at  the  White  House  ask  you  not  to 
turn  over  these  notes? 

Mr.  Gearan.  No,  Senator. 

Senator  Grams.  From  this  meeting  or  any  other  meeting? 

Mr.  Gearan.  No. 

Senator  Grams.  The  decision  basically  was  yours  that  these 
notes  were  in  your  file  and  you  would  make  them  available  to  the 
White  House  and  let  them  make  the  decision  whether  they  should 
be  turned  over  to  this  Committee? 

Mr.  Gearan.  My  decision  on  previous  subpoenas  was  that  they 
were  not  requested  and  did  not  fit  within  the  ambit  of  that  sub- 
poena request  initially  on  Treasury  contacts,  and  then  Vince  Fos- 
ter, certainly  if  they  are  appropriate  to  this  new  subpoena,  I  am 
fully  willing  to  go  through  them  and  to  provide  them  to  you  as  I 
have  done. 
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I  regret  the  delay,  and  I  regret  the  circumstances  of  this.  I  have 
tried  to  be  forthcoming  in  my  honesty  in  presenting  the  circum- 
stances how  that  happened.  I  take  responsibility  for  it. 

Senator  Grams.  One  other  question  I  had  and  which  I  began  my 
questioning  today  earlier  with,  about  the  mood  of  the  meeting.  I 
know  you  said  the  meetings  were  just  basically  to  get  the  truth  out, 
to  try  to  put  everything  in  order  with  the  questions  and  answers 
and  chronology.  But  as  you  knew,  this  followed  by  several  months 
a  meeting  with  the  White  House  Counsel  staff,  Mr.  Kendall,  who 
is  the  President's  private  attorney  and  others,  and  it  sounds  more 
like  when  you  read  these  notes  of  this  meeting  that  it  was  nothing 
short  of,  we  wouldn't  say  a  panic  mode,  but  there  was  a  lot  of  con- 
cern about  what  was  going  on. 

It  wasn't  just  basically  to  sit  down  and  get  the  questions  and 
chronology  straight,  because  when  you  hear  things  that  if  Bev- 
erly— if  we  don't  get  this  thing  done,  there  is  going  to  be  trouble 
here,  the  diary  from  Mr.  Altman  at  the  same  time  about  White- 
water, that  Maggie  told  me  that  HRC  was  paralyzed  by  it,  we  don't 
want  people  getting  into  20  years  of  politics  in  Arkansas. 

So,  when  you  look  at  all  of  this,  I  think  it  is  more  than  just  a 
meeting  to  try  to  get  your  questions  and  answers  and  chronology 
straight.  There  was  a  lot  of  concern  about  what  was  going  on. 

Mr.  Gearan.  Senator,  I  don't  mean  to  minimize  in  any  way  the 
circumstances  in  the  White  House.  We  were  facing,  I  think,  consid- 
erable drumbeat,  as  I  have  said,  from  press  stories  and  Congres- 
sional calls  for  an  Independent  Counsel.  Absolutely,  this  was  a  con- 
siderable issue  in  the  press  and  press  questions  and  if  I  said  the 
mood  was  just  to  put  together  individual  chronologies  or  question 
and  answers,  what  I  would  like  to  testify  is  certainly  that's  what 
we  intended  to  do.  Certainly  the  mood  was  such,  acknowledging  a 
considerable  drumbeat  and  a  considerable  cacaphony  of  voices  on 
this  whole  issue.  It  was  a  significant  press  issue  at  the  time,  abso- 
lutely, Senator. 

Senator  Grams.  Again,  I  will  raise  it.  If  it  was  a  great  concern 
in  January  1994,  according  to  your  statements,  it  wasn't  on  your 
radar  screen  in  the  middle  of  1995,  if  I  am  correct  in  following  this? 

Mr.  Gearan.  No,  Senator.  What  I  testified  previously  was  that 
the  October  14th  meeting  of  1994  was,  as  best  I  can  remember,  one 
of  the  times  when  it  was  on  my  radar  screen,  which  is  an  inelegant 
way,  but  something  I  was  dealing  with.  These  meetings  were  at  the 
beginning  of  1995.  In  between  my  October  14th  meeting  and  these 
meetings  in  1995,  of  course,  the  President  turned  over  his  docu- 
ments to  the  Justice  Department  and  there  was  a  continuing  drum- 
beat of  stories  and  attention  paid  to  this  matter. 

Senator  Grams.  That's  all  the  questions.  I  just  have  the  comment 
that  despite  the  fact  the  White  House  and  many  in  the  Administra- 
tion had  been  working  on  this  from  the  first  days  of  the  Clinton 
Administration,  and  yet  when  requests  were  made  for  documents, 
although  it  didn't  fit  the  letter  of  the  subpoenas,  that  more  effort 
was  put  into  not  providing  them  than  it  was  in  providing  them. 

I  want  to  thank  you  very  much.  I  yield  my  time. 

The  Chairman.  Mr.  Chertoff. 

Senator  Sarbanes.  For  the  record,  he  misspoke  on  his  dates.  We 
ought  to  get  them  straight.  I  think  the  October  date  was  1993. 
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Mr.  Gearan.  Yes,  Senator. 

Senator  Sarbanes.  These  dates  were  1994.  You  said  1994  and 
1995. 

The  Chairman.  The  record  reflects  that.  We  will  note  that. 

Mr.  Chertoff.  I'm  going  to  come  back  to  this  issue  of  the  docu- 
ments and,  in  fact,  your  earlier  testimony.  But  before  I  do,  I  just 
want  to  close  out  the  discussion  of  Beverly  Bassett  Schaffer  and  get 
you  back  to  page  20577  of  your  notes.  This  is  right  after  Mr.  Ickes 
underscores  for  the  assembled  how  important  it  is  to  handle  this 
matter  with  Beverly  Bassett  Schaffer. 

Now,  we  have  already  established  that  Beverly  Bassett  Schaffer 
had  made  public  statements  about  this,  and  as  a  matter  of  fact,  we 
have  some  evidence  that  she  had  furnished  copies  of  those  state- 
ments to  Mr.  Lindsey  via  her  husband.  Then  the  suggestion  is  ad- 
dressed whether  to  send  PB,  Paul  Begala,  Bruce  Lindsey,  and  Mi- 
chael Waldman;  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  Mr.  Ickes  says,  "We  can't  send  them  because  it 
will  come  out." 

Mr.  Gearan.  That's  what  my  notes  say. 

Mr.  Chertoff.  Then  the  discussion  becomes  whether  someone 
instead  of  these  three  could  be  sent  who  would  be  in  effect  at  arm's 
length,  and  not  traceable  to  the  White  House;  correct? 

Mr.  Gearan.  That's  how  one  could  read  that. 

Mr.  Chertoff.  One  could  read  anything  to  be  anything.  Isn't 
that  what  happened? 

Mr.  Gearan.  I  don't  have  a  firm  recollection  of  it.  That's  how  one 
could  read  it.  It  is  also  the  case  that  we  were  also  looking  for  peo- 
ple, lawyers  to  substantiate  the  substance  of  Arkansas  law. 

Mr.  Chertoff.  Are  you  going  to  tell  me  that  Skip — that  is  Skip 
Rutherford  you  were  looking  to  to  substantiate  the  law,  he  wasn't 
a  lawyer  was  he? 

Mr.  Gearan.  He  is  not  a  lawyer,  that's  correct. 

Mr.  Chertoff.  When  you  have  the  list  of  "Tisdale,  Skip,  and  PB 
friend  New  York  lawyer,"  you  are  not  going  to  tell  us  they  were 
people  to  do  legal  research;  right? 

Mr.  Gearan.  What  I'm  telling  you,  Mr.  Chertoff,  is  I  don't  recall 
that  that  was  specifically  to  send  to  speak  with  Ms.  Bassett  Schaf- 
fer. It  could  have  been.  I  just  don't  recall. 

Mr.  Chertoff.  The  question  is  "We  can't  send  Begala,  Lindsey, 
or  Waldman  because  it  will  come  out."  Is  that  right? 

Mr.  Gearan.  That's  what  Mr.  Ickes  said. 

Mr.  Chertoff.  Then  it  says,  "Item  by  item,  make  sure  her  story 
is  OK."  Let  me  stop  here  for  a  second,  because  you  told  us  earlier 
that  the  point  of  this  exercise  in  dealing  with  Ms.  Bassett  was  to 
make  sure  the  White  House's  version  was  correct.  But  it  doesn't 
say  here,  "Item  by  item  make  sure  our  story  is  OK."  It  says,  "make 
sure  her  story  is  OK."  Now  assuming  she  was  telling  the  truth  as 
of  January  1,  1994,  how  could  you  conceivably  need  to  make  sure 
her  story  was  OK? 

Mr.  Gearan.  The  best  that  I  can  recall  is  that  it  was  the  story 
of  both  what  she  had  said  previously,  so  we  would  not  misstate  it. 
But  also  the  factual  basis  of  what  she  did  as  a  regulator  to  make 
sure  that  was  in  compliance  with  any  Arkansas  law. 
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Mr.  Chertoff.  So,  in  other  words,  you  had  a  doubt  in  your  mind 
about  whether,  in  fact,  what  she  had  done  was  a  problem? 

Mr.  Gearan.  I  don't  recall  that.  I  just  recall  an  issue  of  the 
White  House  credibility  being  paramount  to  make  sure  that  we  are 
not  misrepresenting  anything. 

Mr.  Chertoff.  But  it  doesn't  say,  Mr.  Gearan,  "make  sure  our 
story  is  OK."  It  says,  "make  sure  her  story  is  OK."  You  understand, 
you  wrote  those  words  down,  right? 

Mr.  Gearan.  Yes,  I  did. 

Mr.  Chertoff.  Unless  you  really  want  to  torture  the  English 
language,  and  we  had  an  individual  here  a  couple  years  ago,  Josh 
Steiner,  who,  you  remember  we  had  his  diary  and  we  got  all  kinds 
of  acrobatics  with  it.  And  you  understand  the  distinction  between 
"make  sure  our  story  is  OK"  and  "make  sure  her  story  is  OK."  You 
see  the  distinction? 

Mr.  Gearan.  Certainly. 

Mr.  Chertoff.  Right  under  that,  you  have  three  people  that  are 
listed,  "Tisdale,  Skip,  and  PB  friend  New  York  lawyer."  Who  was 
that  friend,  by  the  way? 

Mr.  Gearan.  I  don't  know.  I  don't  recall. 

Mr.  Chertoff.  It  wouldn't  be  Ms.  Thomases,  would  it? 

Mr.  Gearan.  I  don't  recall  that  name  listed  there. 

Mr.  Chertoff.  It  is  not  listed  there.  I'm  asking  you  to  remember 
who  the  person  was. 

Mr.  Gearan.  I  do  not  recall  who  the  person  was. 

Mr.  Chertoff.  Now,  you  are  not  suggesting  that  the  three  peo- 
ple listed  under,  "Item  by  item,  make  sure  her  story  is  OK"  were 
three  people  who  were  going  to  do  legal  research;  right? 

Mr.  Gearan.  Mr.  Chertoff,  I  can't  recall  exactly. 

Mr.  Chertoff.  Recall  generally. 

Mr.  Gearan.  As  I  said  in  my  deposition,  one  could  read  it,  as  you 
say,  that  these  were  people  that  could  have  gone  to  Arkansas  to 
make 

Mr.  Chertoff.  Sure  her  story  was  OK? 

Mr.  Gearan.  To  make  certain  that  we  were  representing  the 
story,  make  certain  her  story  was  correct.  I  can't  give  you  any  firm 
recollection  that  that's  exactly  what  that  means. 

Mr.  Chertoff.  Mr.  Rutherford  and  Mr.  Tisdale  did,  in  fact,  con- 
tact Ms.  Schaffer;  right? 

Mr.  Gearan.  I  don't  know  that. 

Mr.  Chertoff.  That's  what  Ms.  Schaffer  indicated  in  her  state- 
ments to  AP,  that  she  had  a  discussion  with  Mr.  Rutherford  and 
she  had  a  discussion  with  Mr.  Tisdale  and  that,  in  fact,  Mr.  Tisdale 
offered  to  put  together  a  factual  document  list  for  her.  Do  you  know 
how  it  is  that  this  discussion  here  about  Mr.  Tisdale  and  Mr.  Ruth- 
erford having  contact  "to  make  sure  her  story  is  OK"  wound  up 
having  an  actual  effect  down  in  Arkansas  in  which  Mr.  Rutherford 
and  Mr.  Tisdale,  in  fact,  communicated  with  Ms.  Schaffer? 

Mr.  Gearan.  I  don't,  sir. 

Mr.  Chertoff.  Do  you  think  that  is  a  coincidence? 

Mr.  Gearan.  I  don't  know.  I  just  don't  have  any  knowledge  of 
how  that  happened. 
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Mr.  Chertoff.  You  don't  think  that,  in  fact,  a  decision  was  made 
to  request  that  Mr.  Tisdale  and  Mr.  Rutherford  get  in  touch  with 
Ms.  Schaffer  to  make  sure  her  story  is  OK? 

Mr.  Gearan.  Mr.  Chertoff,  I  just  don't  know  the  answer  to  that 
question. 

Mr.  Chertoff.  You  were  at  this  meeting;  right?  Wasn't  that  de- 
cided in  this  meeting? 

Mr.  Gearan.  I  have  no  recollection  of  it  and  my  notes  don't  indi- 
cate it. 

Mr.  Chertoff.  So  you  can't  give  us  anything  more  than  what 
your  notes  say  on  this,  right?  This  is  one  of  the  areas  where  you 
can't  go  beyond  your  notes;  right? 

Mr.  Gearan.  I  do  not  want  to  misrepresent  anything  to  the  Com- 
mittee of  what  I  can  honestly  recollect  and  what  I  cannot. 

Mr.  Chertoff.  I  might  direct  your  attention  to  the  previous 
page,  where  if  there  is  any  doubt  about  the  need  to  come  to  closure 
on  this  where  Mr.  Ickes  says,  "Let's  not  talk  it  to  death,  let's  just 
get  it  done."  Is  that  right?  That  is  kind  of  a  call  to  action,  isn't  it? 

Mr.  Gearan.  I  think  it  sounds  like  something  Mr.  Ickes  would 
say,  yes. 

Mr.  Chertoff.  Was  Ms.  Bassett  represented  by  counsel,  by  the 
way,  at  this  point  in  time? 

Mr.  Gearan.  I  have  no  idea. 

Mr.  Chertoff.  Was  there  any  discussion  about  whether  it  was 
appropriate  to  have  discussions  with  her  directly  as  opposed  to 
through  some  kind  of  an  attorney? 

Mr.  Gearan.  I  don't  recall  that. 

Mr.  Chertoff.  Now  with  respect  to  Betsey  Wright,  this  comment 
in  your  notes  in  discussion  the  next  day — I'm  sorry — later  in  the 
day,  where  Mr.  Ickes  complains  that  it  is  impossible  to  reopen  this 
with  Mrs.  Clinton,  the  President  can't  even  do  it  himself.  You  re- 
member that  conversation? 

Mr.  Gearan.  I  cannot  say  I  remember  it  in  any  detail  beyond  my 
notes. 

Mr.  Chertoff.  It  wasn't  memorable  to  remember  a  conversation 
in  which  you  were  told  by  the  Deputy  Chief  of  Staff  to  the  Presi- 
dent that  the  President  of  the  United  States,  himself,  couldn't  move 
the  First  Lady  to  agree  to  an  Independent  Counsel?  You  didn't 
think  that  was  memorable? 

Mr.  Gearan.  I  am  doing  the  best  I  can  to  recollect  this  meeting 
from  2  years  ago.  I  am  happy  to  provide  you  the  notes  that  I  have 
had  from  that  meeting.  But  I  cannot  recollect  it  in  any  great  detail, 
no,  I  cannot. 

Mr.  Chertoff.  Can  you  recollect  the  part  where  it  says,  "Indict- 
ments will  be  Betsey  Wright"? 

Mr.  Gearan.  That  part,  I 

Mr.  Chertoff.  That  part  you  recollect  a  little  bit?    . 

Mr.  Gearan.  If  I  might,  I  can  certainly  recollect  Mr.  Nussbaum's 
great  argumentation  at  the  time  against  it.  He  was  quite  strong 
and  quite  forceful  in  his  argumentation  against  an  Independent 
Counsel.  I  guess  what  I  am  just  trying  to  say  to  the  Committee  is 
how  I  would  read  this.  I  never  heard  any  suggestion  at  a  meeting 
by  Mr.  Nussbaum  that  there  was  any  indication  that  he  felt  there 
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was  any  factual  basis  that  Ms.  Wright  would  be  charged  with 
something  like  this. 

Mr.  Chertoff.  Did  he  suggest  she  would  be  a  natural  target  for 
investigation? 

Mr.  Gearan.  No,  I  don't  remember  that. 

Mr.  Chertoff.  You  don't  remember  one  way  or  the  other  wheth- 
er he  suggested  she  might  be  a  target? 

Mr.  Gearan.  I  don't  recall  that  coming  up. 

Mr.  Chertoff.  But  you  did  find  it  important  enough  to  write 
down  "Indictments  will  be  Betsey  Wright";  correct? 

Mr.  Gearan.  I  wrote  that  down,  that's  correct. 

Mr.  Chertoff.  You  did  that  because  you  thought  there  was  some 
significance  to  that? 

Mr.  Gearan.  I  wrote  it  down  because,  as  you  can  well  see,  I  tend 
to  detail  a  lot  of  what  exactly  people  have  said. 

Mr.  Chertoff.  Did  you  know  that  during  the  same  week,  Ms. 
Wright  was  down  in  Little  Rock  trying  to  locate  documents  relating 
to  Whitewater? 

Mr.  Gearan.  I  don't  believe  so. 

Mr.  Chertoff.  Did  that  come  up  in  the  meeting? 

Mr.  Gearan.  I  don't  believe  so. 

The  Chairman.  We  will  come  back  to  it. 

Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Gearan,  I  would  like  to  make  the  obser- 
vation, I  think  if  you  had  said  make  sure  our  story  is  OK,  you 
would — if  we  could  put  that  thing  back  up  there,  page  2577.  "Item 
by  item,  make  sure  her  story  is  OK."  Mr.  Chertoff  suggested  to  you 
why  didn't  you  say,  "make  sure  our  story  is  OK."  I  would  like  to 
suggest  that  if  that's  what  you  had  said,  then  you  would  have  had 
a  line  of  questioning  here  that  someone  was  going  to  go  down,  and 
in  effect  take  Ms.  Bassett  Schaffer  through  your  story  to  make  sure 
it  is  OK,  in  other  words,  that  that  would  be  the  story  line.  This  is 
one  of  those  damned  if  you  do  and  damned  if  you  don't  propo- 
sitions. 

From  my  perception,  it  is  more  straightforward  that  it  says  make 
sure  her  story  is  OK  than  if  it  had  said  make  sure  our  story  is  OK, 
which  would  imply  White  House  people  were  going  to  go  down  with 
their  story  and  in  effect  peddle  that  and  make  sure  it  was  OK. 

Now,  I'm  beginning  to  think  what  we  should  do  in  these  hearings 
is  we  ought  to  spend  the  first  10  or  15  minutes  running  the  press 
accounts  for  the  period  about  which  we  are  then  going  to  ask  ques- 
tions so  people  get  some  sense  of  what  was  out  in  the  public  and 
what  was  taking  place  and  what  the  context  of  the  situation  was. 

These  meetings  were  held  on  January  4th.  On  January  2nd,  the 
Minority  Leader  of  the  U.S.  Senate,  Bob  Dole,  appeared  on  Meet 
the  Press.  The  story  in  The  Washington  Post  was  "Senate  Minority 
Leader  Robert  Dole  and  House  Minority  Whip  Newt  Gingrich  yes- 
terday urged  Attorney  General  Janet  Reno  to  appoint  an  Independ- 
ent Counsel  to  investigate  any  involvement  by  President  Clinton 
with  the  failed  Arkansas  savings  and  loan"  and  so  on. 

Then  it  goes  on  to  report  that  on  Meet  the  Press,  he  accused 
Reno  of  dragging  her  feet  on  appointment  of  an  Independent  Coun- 
sel. He  then  went  on  about  the  Iran-Contra  affair,  and,  of  course, 
you  had  Reno  resisting  this  appointment  of  a  Special  Counsel. 
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That  took  place  on  the  Sunday  before  any  of  these  meetings  took 
place.  Now  that  was  not  the  only  focus  of  attention  on  this  issue 
that  the  White  House  was  receiving,  was  it,  at  the  time?  Do  you 
recall? 

Mr.  Gearan.  You  mean  beyond- 


Senator  Sarbanes.  Senator  Dole's  call.  There  was  a  lot  of 

Mr.  Gearan.  Editorial  calls  and 

Senator  Sarbanes.  Other  newspaper  comment  and  so  forth,  was 
there  not? 

Mr.  Gearan.  Yes,  sir. 

Senator  Sarbanes.  In  fact,  it  tended  to  reach  a  crescendo  in 
those  first  couple  weeks  in  January,  did  it  not? 

Mr.  Gearan.  Yes,  quite  significant. 

Senator  Sarbanes.  In  the  end,  the  President  asked  the  Attorney 
General  to  name  a  Special  Counsel;  is  that  correct? 

Mr.  Gearan.  That's  correct. 

Senator  Sarbanes.  But  that  was  done  after  a  period  in  which 
Mrs.  Clinton,  and  I  take  it  the  President,  to  some  extent,  saw  no 
basis  on  which  to  have  a  Special  Counsel.  Their  position  was  no 
wrong-  doing  has  been  done,  why  do  we  need  to  have  a  Special 
Counsel. 

Mr.  Gearan.  That's  right. 

Senator  Sarbanes.  In  your  notes,  you  refer  to — I  forget  where 
that  was,  where  you  say  principle  versus  politics.  Do  you  recall 
where  that  is? 

Mr.  Gearan.  I  believe  it  is  2571,  Senator. 

Senator  Sarbanes.  Yes.  "Matter  of  principle/bad  politics."  Before 
that  says,  "No  credible  evidence.  They  have  done  enough."  I  take 
it  the  position  of  Mrs.  Clinton  was  that  there  wasn't  any  credible 
evidence  for  such  a  thing.  The  meeting  recognized  that  this  was 
bad  politics;  is  that  correct? 

Mr.  Gearan.  Yes,  it  was  understood  that  this  was  bad  politics. 

Senator  Sarbanes.  Because  of  the  clamor  for  having  a  Special 
Counsel? 

Mr.  Gearan.  Yes,  in  light  of  the  significant  clamor  for  it,  as  you 
say. 

Senator  Sarbanes.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Mr.  Gearan,  I  want  to  come  back  to  this  Bev- 
erly Bassett  Schaffer  situation,  because  there  is  so  much  on  the 
record  here  and  when  you  look  at  the  notion  that  your  memo  may 
be  some  sort  of  sensational  information,  the  smoking  gun  du  jour 
in  these  hearings.  Beverly  Bassett  Schaffer  wrote  a  detailed  memo- 
randum on  February  25,  1992,  which  is  part  of  this  record.  She 
wrote  it  to  Jeff  Gerth  of  The  New  York  Times. 

Three  days  later,  she  wrote  a  second  memorandum  to  Mr.  Gerth, 
February  28,  1992,  where  follow-up  questions  were  addressed.  All 
of  this  material  is  in  the  public  record.  Beverly  Bassett  Schaffer 
has  testified  fully  before  this  Committee.  Her  testimony  is  in  all  re- 
spects consistent  with  what  she  said  back  in  1992  and  consistent 
with  what  each  and  every  witness  from  Arkansas,  from  the  RTC, 
and  from  the  Federal  Home  Loan  Bank  Board,  I  might  add,  has 
said  about  the  appropriateness  of  her  conduct. 

In  October  of  last  year,  this  Committee  received  from  the  White 
House  the  memo  of  Beverly  Bassett  Schaffer — dated  January  19, 
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1994,  10  days  to  2  weeks  after  these  meetings  began,  regarding 
Madison  Guaranty  Savings  &  Loan  and  her  connection  there  with 
a  narrative  statement  and  a  very  detailed  chronology  of  events,  14 
pages  long.  We  have  all  of  that  material,  Ms.  Schaffer's  testimony, 
the  testimony  of  each  and  every  witness  who  has  testified  about 
the  appropriateness  of  her  action,  the  memos  that  she  wrote  in 
1992,  the  memo  that  she  wrote  in  1994,  and  her  testimony  in  1996. 
It  is  all  consistent. 

So,  the  notion  that  somebody  has  been  sent  to  try  to  get  her  to 
change  that,  which  was  helpful  and  favorable  in  the  first  place,  is 
a  total  non  sequitur. 

Senator  Sarbanes.  I  give  back  my  time. 

The  Chairman.  Mr.  Gearan,  because  I  think  it  is  important  that 
we  have  a  little  background  on  public  as  well  as  private  things  that 
were  taking  place  in  connection  with  this,  I  have  asked  Mr. 
Chertoff  to  examine  some  of  this  with  you.  Let  me  ask  you,  during 
this  period  of  time,  what  was  your  title?  What  were  you  in  1993? 

Mr.  Gearan.  The  Director  of  Communications. 

The  Chairman.  Director  of  Communications.  So,  as  such,  you  ob- 
viously follow  and  you  have  people  clip  out  those  materials  and  ar- 
ticles that  are  pertinent,  that  are  important,  that  the  President 
should  be  aware  of  and  that  the  Administration  should  be  aware 
of;  is  that  correct? 

Mr.  Gearan.  Yes.  There  are  people  within  the  White  House  that 
provide  a  daily  clip  service. 

The  Chairman.  And  they  give  it  to  you? 

Mr.  Gearan.  It  is  circulated  broadly  in  the  White  House,  includ- 
ing me,  yes. 

The  Chairman.  Let's  talk  about  what  you  do.  You  are  Director 
of  White  House  Communications,  so  you  keep  yourself  updated.  If 
there  is  a  big  event  that  may  be  taking  place,  a  catastrophe, 
whether  it  is  worldwide  or  domestic,  you  are  on  top  of  this.  Your 
job  is  to  be  right  on  top  of  this? 

Mr.  Gearan.  I  try  to  be,  Senator. 

The  Chairman.  Was  that  part  of  your  responsibilities?  Was  that 
a  major  part  of  your  responsibilities  so  you  can  respond,  so  you  can 
parcel  things  out,  so  you  can  work  with  the  various  departments 
within  the  White  House  and  within  the  Executive? 

Mr.  Gearan.  Yes.  I  guess  I  only  hesitate,  Senator,  because  what 
we  had  in  the  White  House,  particular  spokespeople  for  an  issue, 
for  instance,  health  care  or  those  who  would  be  more  expert  in  a 
particular  area  on  NAFTA  or  some  of  the  larger  issues,  we  broke 
it  up.  In  addition  to  the  fact  there  was  a  press  secretary  who  pro- 
vided the  daily  press  briefings.  So,  there  were  other  pieces  of  this 
of  how  we  divided  it  up. 

The  Chairman.  But  you  follow  the  important,  relevant  events? 

Mr.  Gearan.  Yes. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Mr.  Gearan,  there  is  an  editorial  in  The  New 
York  Times  dated  December  20,  1993.  I  think  you  have  it  before 
you.  Along  the  side  is  a  typed  version  of  the  President's  hand- 
written note,  which  we  still  don't  have  a  copy  of.  The  line  in  the 
President's  handwriting  is  next  to  the  reference  to  Beverly  Bassett 
Schaffer  says,  "Shortly  thereafter,  Governor  Clinton  named  Beverly 
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Bassett  Schaffer  as  head  of  the  Arkansas  agency  charged  with 
overseeing  State-chartered  savings  and  loans.  Ms.  Schaffer  had 
once  done  legal  work  for  Madison.  For  the  next  18  months,  up  to 
the  point  where  Federal  regulators  moved  in,  she  took  no  signifi- 
cant regulatory  action." 

Then  the  President  says:  "This  is  important  to  be  on  top  of.  Bas- 
sett did  a  good  job  in"  what  appears  to  be  "campaign  on  this — can 
she  now? "  Did  you  get  a  copy  of  the  President's  note? 

Mr.  Gearan.  I  don't  believe  so. 

Mr.  Chertoff.  Did  you  know  that  the  President  expressed  con- 
cern about  this? 

Mr.  Gearan.  No,  I  don't  believe  so. 

Mr.  Chertoff.  Did  you  know  the  President  viewed  it  as  impor- 
tant? 

Mr.  Gearan.  I  don't  know. 

The  Chairman.  How  do  you  think  these  meetings  of  the  highest 
officials  beginning  in  the  first  week  of  January,  came  about?  No 
one  told  you  the  President  was  concerned  about  this?  Is  that  what 
you  are  suggesting  to  us? 

Mr.  Gearan.  I  don't  think  there  is  any  confusion  that  given  what 
was  in  the  public  domain,  everyone  was  concerned  about  it. 

The  Chairman.  Did  you  see  this  matter? 

Mr.  Chertoff.  This  editorial. 

Mr.  Gearan.  Well,  I  don't  believe  I  saw  the  copies  of  the 
President's 

The  Chairman.  Did  you  see  the  editorial? 

Mr.  Gearan.  I  believe  I  would  have.  I  don't  recall  it  to  this  day. 
But  I  tried  to  read  the  editorials,  certainly. 

Mr.  Chertoff.  Just  so  you  understand  what  the  position  is  with 
respect  to  this,  briefly,  to  put  it  in  context,  we  have  had  evidence 
that  Ms.  Bassett,  when  she  was  a  lawyer  the  year  before  she  was 
appointed  Commissioner  who  would  regulate  savings  and  loans,  ac- 
tually worked  for  Madison  and  actually  wrote  a  memo  to  Jim  Guy 
Tucker,  who  was  her  senior  partner  or  her  partner  on  the  case,  and 
told  Mr.  Tucker  that  there  were  some  legal  problems  with  some  of 
Mr.  McDougal's  other  projects  relating  to  Madison  that  could  even 
result  in  criminal  action. 

Nevertheless,  a  year  later,  she  was  regulating  Madison,  didn't 
recuse  herself,  had  a  conversation  with  Mrs.  Clinton  about  Madison 
in  which  we  learned  for  the  first  time  in  the  last  couple  of  months 
they  actually  discussed  the  substance  of  a  proposal  to  have  Madi- 
son issue  preferred  stock  and  then  she  gave  the  green  light  to  de- 
velop that  proposal  with  respect  to  a  man,  James  McDougal,  whom 
she  already  knew  had  had  some  difficulty  complying  with  the  law 
about  registering  and  disclosing  with  respect  to  the  sales  of  land. 

So,  that  is  the  picture  we  are  dealing  with  with  Ms.  Beverly  Bas- 
sett Schaffer. 

Now  this  editorial  comes  out  on  December  20th,  and  then  early 
in  January,  this  group  with  Mr.  Ickes  starts  to  get  busy  discussing 
the  issue  of  the  Independent  Counsel  and  also  discussing  Beverly 
Bassett  Schaffer. 

My  understanding  is  from  the  very  beginning,  just  to  get  this  all 
in  context,  from  the  very  first  day  on  January  4th,  it  is  clear  that 
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the  President  and  the  First  Lady  do  not  want  to  have  an  Independ- 
ent Counsel;  right? 

Mr.  Gearan.  That's  my  recollection,  yes. 

Mr.  Chertoff.  The  concerns  expressed  by  Bernie  Nussbaum,  for 
example,  are  issues  of  the  bad-hearted  prosecutor  who  is  going  to 
smell  out  corruption  and  may  make  cases  on  people  who  are  sur- 
rounding the  principals,  namely  the  President  and  the  First  Lady, 
or  concerns  about  not  being  able  to  limit  the  scope  of  the  investiga- 
tion. 

On  the  first  page  of  your  January  7th  notes,  20575,  "We  cannot 
affect  the  scope  of  the  prosecutor."  The  concern  is  that  there  is  not 
an  ability  to  somehow  limit  or  tailor  what  the  prosecutor  is  going 
to  look  at,  which  is,  of  course,  consistent  with  Mr.  Altman's  diary 
that  indicates  that  the  White  House  wasn't  successful  in  negotiat- 
ing limitations  on  scope. 

Then  on  the  next  page,  we  have  these  three  major  problems  in- 
cluding the  fact  that  "Reno  has  shut  the  door."  You  understand 
that  the  reference  to  Janet  Reno  shutting  the  door  meant  that  she 
would  make  her  own  mind  up  about  the  scope  of  an  Independent 
Counsel.  She  wasn't  going  to  be  influenced  or  pushed  by  efforts  to 
define  the  scope  of  the  Independent  Counsel;  correct? 

Mr.  Gearan.  That's  how  I  would  read  it. 

Mr.  Chertoff.  Then  we  discover,  as  i  gather  the  press  indicates, 
the  pressure  is  mounting  during  the  first  week  of  January. 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  Finally,  if  I  am  not  mistaken,  within  a  day  or  so 
before  the  President  finally  wrote  the  letter  asking  for  an  Inde- 
pendent Counsel,  members  of  his  own  party  had  gone  out  publicly 
and  told  him  he  better  do  that,  right? 

Mr.  Gearan.  I  don't  know  if  it  was  the  day  before,  but  a  period 
of  time,  yes,  sir. 

Mr.  Chertoff.  At  the  same  period  of  time,  you  understood  from 
Mr.  Ickes  that  he  wasn't  all  that  delighted  with  the  way  the  De- 
partment of  Justice  was  looking  at  this  anyway  because  he  viewed 
Carver,  who  was  one  of  the  guys  at  Justice  working  on  this,  as 
himself  being  a  bad  guy  who  was  trying  to  F  us  blue;  right? 

Mr.  Gearan.  That  was  my  understanding. 

Mr.  Chertoff.  In  effect,  what  happened  here  was  this,  the 
White  House  is  caught  between  the  devil  and  the  deep  blue  sea. 
They  don't  want  to  have  an  Independent  Counsel,  don't  want  to 
have  someone  poking  through  20  years  of  Arkansas,  don't  want  to 
have  a  guy  who  is,  as  you  say,  an  unguided  missile  who  can't  be 
controlled.  The  problem  they  have  is  the  Attorney  General  has  shut 
the  door  and  says  she  is  going  to  make  up  her  own  mind  about  the 
scope  and  if  they  look  at  what  Justice  is  doing,  these  guys  at  Jus- 
tice, Ickes  is  annoyed  because  the  guy  there  is  a  bad  guy  who  is 
•F — ing  us  blue  and  the  pressure  is  mounting,  even  by  members  of 
the  President's  own  party,  to  appoint  an  Independent  Counsel.  In 
any  case,  it  is  the  Attorney  General's  position  because  she  is  not 
going  to  be  pushed  around.  That  is  pretty  much  the  picture,  the 
way  it  was? 

Mr.  Gearan.  I  think  the  drumbeat  was  mounting,  I  think  the  in- 
tensity  of  the  meetings  reflects  that. 
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Mr.  Chertoff.  The  intensity  of  the  meetings  reflects  that  as  far 
as  the  White  House  was  concerned.  The  last  thing  they  wanted  to 
have  was  a  prosecutor  looking  at  this  that  couldn't  be  controlled, 
but  the  truth  of  the  matter  is  with  the  Attorney  General  having 
shut  the  door  and  with  the  drumbeat  mounting  and  with  Carver 
himself  trying  to  F  us  blue,  there  wasn't  much  choice  by  the  time 
the  President  asked  for  the  Independent  Counsel;  right? 

Mr.  Gearan.  I  think  the  concerns  for  the  Independent  Counsel, 
as  I  said,  were,  among  them,  the  kind  of — length  and  the  time  and 
the  expense  and  the  control. 

Mr.  Chertoff.  Let  me  ask  you  this,  Mr.  Gearan,  I  want  to  go 
back  to  the  issue  of  your  testimony  in  1994,  because  I  think  we 
need  to  take  a  serious  look  at  the  question  of  whether  the  first  time 
this  issue  got  on  the  radar  screen  with  you  was  on  October  14th, 
when  you  had  the  meeting  you  were  asked  about. 

Now,  I  have  read  you  your  sworn  testimony  before  the  Senate  in 
which  you  indicated  before  October  14,  1993,  it  wasn't  really  on  the 
radar  screen  for  you.  That  is  testimony  you  gave  in  the  summer  of 
1994.  It  was  within  9  months  of  October. 

Senator  Sarbanes.  Was  this  at  a  hearing? 

Mr.  Chertoff.  It  was  a  deposition.  It  is  page  24.  It  is  your  depo- 
sition on  Saturday,  July  23,  1994. 

Now,  I  want  to  go  to  another  deposition  you  gave.  You  were  also 
examined  under  oath  by  the  RTC  Inspector  General's  office  on  Sat- 
urday, July  16,  1994,  and  they  asked  you  the  same  question.  On 
page  4,  at  the  top  of  the  page: 

Question:  When  were  you  first  made  aware  of  the  issues  surrounding  the  Madison 
Guaranty  Whitewater  matter? 

Answer:  I — the  first  recollection  I'd  give  would  be  the  meeting  that  I  attended  ir 
October. 

Question:  When  was  that? 

Answer:  October  14,  1993. 

So,  anybody,  like  us,  for  example,  until  a  few  days  ago  or  a  cou- 
ple weeks  ago  looking  at  this  testimony  would  have  concluded  that 
until  October  14,  1993,  you  had  absolutely  no  consciousness  to 
speak  of  of  Whitewater  or  Madison  in  terms  of  your  duties  at  the  K 
White  House.  But  then  we  get  a  package  of  documents  that  reveal  ,\jr 
you  were  rather  extensively  involved  in  discussions  in  September 
1993,  and  I  want  to  emphasize,  Mr.  Gearan,  this  sworn  testimony 
we  are  looking  at  was  given  less  than  a  year  after  these  meetings. 

So  we  are  not  talking  about  11  years  ago  or  even  2  years  ago. 
We  are  talking  about  a  matter  of  months.  What  we  have  is  an  un- 
dated package  of  notes  starting  at  S  20292  and  going  through 
S  203 10  which  reflect  a  2-hour  meeting  you  had  starting  at  10:00 
a.m.  with  Jeff  Gerth  and  Bruce  Lindsey  in  which  Mr.  Gerth  lays 
out  in  painstaking  detail  allegations  of  misconduct  made  by  Mr. 
Hale  and  others  which  you  saw  fit  to  take  down  in  precise  detail, 
evidencing  the  fact  that  you  evidently  thought  it  was  important 
enough  to  keep  a  record  of. 

On  page  S  20296,  you  learned,  or  make  light  of  the  fact  that  in 
"Early  1986,  examiners  go  to  Madison  Guaranty,  McDougal  and 
Tucker  are  trying  to  help  him  with  the  capital  of  his  SBIC."  That's 
Hale,  and  they  are  trying  to  find  someone  who  will  buy  a  piece  oi 
land.  You  make  a  diagram  of  the  money  moving  from  Madison  to 


1789 

Hale  to  the  SBIC.  There's  explicit  discussion  about  the  meetings 
that  Hale  claims  he  had  with  the  President. 

This  goes  on  and  on  and  on.  It  talks  about  Whitewater,  it  talks 
about  Castle  Grande,  it  talks  about  Madison,  it  talks  about  Hale. 
It  is  virtually  a  road  map  to  everything  that's  now  begun  to 
emerge,  which  we  now  know.  And  it  is  really  undisputed  because 
we've  compared  this  with  Mr.  Lindsey's  notes  which  were  taken  at 
the  same  meeting  which  occurred  in  September  1993,  3  weeks  be- 
fore the  October  14th  meeting.  And  even  Mr.  Kravitz,  the  Demo- 
cratic Counsel,  observed,  at  page  26  of  your  deposition  a  few  days 
ago,  that  he  had  read  both  sets  of  notes  and  they  were  strikingly 
similar,  and  it  would  be  very  surprising  to  him  if  these  notes  were 
two  different  meetings. 

So  we  know,  not  withstanding  the  lack  of  a  date,  that  you  spent 
hours  on  this  before  October  14th  with  Lindsey  and  Gerth.  We 
know  that  on  September  23rd  you  continued  to  pursue  this  story 
with  respect  to  further  questions  from  The  Times.  We  know  that, 
during  the  same  period,  your  notes  indicate  calls  with  other  report- 
ers concerning  this  issue. 

In  light  of  the  fact  that  all  of  this  is  going  on  within  3  weeks  of 
this  October  14th  meeting,  it  is  remarkable  that  you  could  give 
sworn  testimony  less  than  a  year  later  saying  that  you  were  first 
made  aware  of  the  issues  surrounding  Madison  Guaranty  on  Octo- 
ber 14,  1993.  And  what  makes  it  particularly  amazing  is  you  have 
admitted  to  us  today  that  these  notes  were  part  of  a  group  of  docu- 
ments you  had  segregated  and  you  had  put  aside  because  you  knew 
they  were  potentially  relevant.  How  many  documents  were  in  this 
segregated  group  of  documents? 

Mr.  Gearan.  I  can't  estimate.  It  was  a  few  inches. 

Mr.  Chertoff.  A  few  inches,  a  few  inches  of  documents. 

Mr.  Gearan.  I  think  at  least,  yes.  Clips  and  maybe — actually 
more  than  that. 

Mr.  Chertoff.  What,  six  inches? 

Mr.  Gearan.  Probably.  It  was  more  like  a  file  box  of  documents. 

Mr.  Chertoff.  How  much  of  that  was  news  clippings  and  how 
much  of  that  was  actual  notes? 

Mr.  Gearan.  I  would — it  was — I  would  say  most  of  it  would  be 
news  clippings  or  briefings,  but  there  were  notes  like  this  that  were 
provided. 

Mr.  Chertoff.  Now  it  frankly  defies  belief  that  in  the  face  of  the 
requirement  that  you  give  sworn  testimony  in  two  separate  places, 
before  the  RTC  and  before  a  Senate  deposition 

Senator  Sarbanes.  Mr.  Chairman,  I  think  Mr.  Chertoff  ought  to 
ask  a  question  and  not  put  all  these  kind  of  legal  conclusions.  I 
mean,  this  thing  about  defying  belief  with  respect  to  sworn  testi- 
mony is  actually  Mr.  Chertoff  drawing  conclusions.  He  ought  not 
to  do  that.  He  ought  to  ask  the  witness  questions.  Conclusions  can 
be  drawn  by  others. 

Mr.  Chertoff.  Mr.  Gearan,  did  you  prepare  for  what  you  knew 
were  to  be  two  sworn  occasions  of  testimony  by  looking  at  the  notes 
that  related  to  Whitewater  and  Madison? 

Mr.  Gearan.  Mr.  Chertoff,  I  would  have,  as  I  tried  to  say  in  my 
deposition,  I  would  have  placed  even  this  later  than  that.  Obvi- 
ously, that's  an  erroneous  recollection. 
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Mr.  Chertoff.  That's  not  my  question.  In  preparation  for  what 
you  knew  would  be  sworn  testimony  on  a  matter  of  seriousness  be- 
fore the  RTC  and  before  the  Senate,  did  you  prepare  by  looking  at 
what  you've  described  as  about  yea  much  material,  most  of  which 
was  news  clippings  but  some  of  which  were  notes?  Did  you  look  at 
it  before  you  testified? 

Mr.  Gearan.  I  prepared  for  the  documents  that  were  requested, 
which  concerned  White  House-Treasury  contacts  and  it  was  in  the 
context  of  White  House-Treasury  contacts  concerning  Whitewater 
that  I  responded  to  the  OIG's  question.  I  prepared  as  best  I  could. 
Whether  or  not  I  reviewed  this,  or  not,  I  don't  know.  A  bit  of  the 
difficulty,  I  think,  Mr.  Chertoff,  is  these  notes  are  not  dated. 

Mr.  Chertoff.  Well,  the  September  23rd  note  is  dated  and  the 
other  notes  from  the  context,  it  certainly  would  have  put  you  on  no- 
tice, but  you  still  haven't  answered  my  question.  Did  you  prepare 
by  looking  at  your  own  notes  relating  to  your  involvement  with 
Whitewater,  because  you  are  the  one  who  volunteered  that  you 
didn't  know  about  it  before  October  14th.  No  one  put  those  words 
in  your  mouth;  those  were  your  words. 

Mr.  Gearan.  Mr.  Chertoff,  that  would  be  my  recollection  of  when 
I  learned  of  the  White  House-Treasury  contacts  concerning  White- 
water. 

Mr.  Chertoff.  Did  you  prepare  by  looking  at  these  notes  that 
show  your  involvement  in  September  1993,  did  you  prepare  before 
you  went  to  give  your  testimony? 

Mr.  Gearan.  To  the  RTC? 

Mr.  Chertoff.  Or  to  this  Committee. 

Mr.  Gearan.  I  can't  recall  whether  I  looked  at  these  notes  or  not, 
Mr.  Chertoff.  It  is  certainly  the  case  that  my  memory  would  have 
put  it  there.  That  is  my  very  best  recollection. 

Obviously,  I  have  no  reason  to  doubt  the  other  notes  that  you 
have  that  put  it  in  the  September  time  period.  When  I've  said  it 
was  on  my  radar  screen  frankly  because  Mr.  Lindsey  was  the  prin- 
cipal point  of  contact  on  Arkansas  matters,  I  was  assured  that  this 
would  be  taken  care  of. 

Mr.  Chertoff.  You  were  the  Director  of  Communications.  Are 
you  telling  us  that  in  a  2-hour  meeting  where  the  reporters  indi- 
cate that  a  guy  has  made  specific,  specific  allegations,  and  you  ac- 
tually draw  a  diagram  of  the  way  the  money  goes,  this  is  on  page 
20297 — I  mean,  this  can't  possibly  be  a  common  occurrence  to  have 
people  come  in  and  make  this  kind  of  explicit  set  of  allegations, 
and  you  write  page  after  page  of  notes,  this  didn't  leave  an  impres- 
sion in  your  mind? 

Mr.  Gearan.  Mr.  Chertoff,  I  remember  the  meeting,  I  remember 
Mr.  Gerth  coming  in.  I  guess  all  I  can 

Mr.  Chertoff.  You  do  remember  the  meeting? 

Mr.  Gearan.  I  remember  the  fact  that  Mr.  Gerth  came  into  the 
White  House  and  we  had  this — I  took  these  notes. 

Mr.  Chertoff.  Is  it  your  testimony  that  this  2-hour  discussion 
did  not  leave  an  impression  on  you,  was  not  a  memorable  event 
when  you  had  it? 

Mr.  Gearan.  It  would  be  my  testimony  that  because  Mr.  Lindsey 
was  there,  because  he  was  the  knowledgeable  Arkansas  point  of 
contact  within  the  White  House,  and  because  I  did  not  see  any  per- 
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ceptibie  concern  on  his  part,  nor  was  that  remarked  to  me  later, 
and  I  knew  that  he  would  be  the  appropriate  person  within  the 
White  House  to  follow  up  on  it,  that's 

Mr.  Chertoff.  You  weren't  concerned  about  detailed  allegations 
involving  Madison  and  Whitewater  by  New  York  Times  reporters 
indicating  they  had  detailed  allegations  of  involvement  and  mis- 
conduct concerning  Madison  and  Whitewater?  You  didn't  see  this 
as  a  matter  to  concern  you  as  Director  of  Communications? 

Mr.  Gearan.  Well,  I  guess  in  tandem  with  the  Engelberg  docu- 
ment where  Mr.  Lindsey  informed  me  that  the  President  had  had 
no  recollection  of  those  meetings,  and  that  the  story  wasn't 
written 

Mr.  Chertoff.  Is  that  what  he  said?  This  is  in  response  to  what 
is  frankly  a  very  strong  accusation.  The  response  to  take  that  you 
got  was — and  I  take  it  this  is  what  you  got  related  to  you  by  Mr. 
Lindsey  and  you  had  a  reason  to  be  accurate  about  it — on  Septem- 
ber 23rd,  the  response  to  this  very  strong  and  serious  allegation  by 
Hale  is,  about  these  meetings  is  simply  "No  recollection,  doesn't  be- 
lieve it  happened."  That  was  it? 

Mr.  Gearan.  Those  are  my  notes,  yes;  that's  all  I  wrote  down. 

Mr.  Chertoff.  You  didn't  feel  a  little  unsatisfied  by  that  as  a  re- 
sounding denial  of  a  serious  accusation? 

Mr.  Gearan.  I  guess  Mr.  Chertoff,  because  I  knew  Mr.  Lindsey 
would  be  quite  knowledgeable  about  it,  and  if  this  is  the  response 
from  the  President,  given  his  deportment  or  his — he  did  not  seem 
particularly  agitated  about  it  afterwards,  that  accounts  for  my 
recollection  perhaps. 

The  Chairman.  We've  gone  over  our  time.  We'll  come  back. 

Senator  Sarbanes.  Mr.  Gearan,  I  listened  to  Mr.  Chertoff  very 
closely.  You  don't  deny  that  a  meeting  took  place  between  you  and 
Mr.  Gerth  and  Mr.  Lindsey,  do  you? 

Mr.  Gearan.  No,  sir. 

Senator  Sarbanes.  You  have  been  very  clear  in  stating  that 
that's  the  case;  right? 

Mr.  Gearan.  Yes,  and  these  are  my  notes. 

Senator  Sarbanes.  You  have  notes  of  that  meeting? 

Mr.  Gearan.  I  do. 

Senator  Sarbanes.  And  those  are  undated  notes? 

Mr.  Gearan.  They  are. 

Senator  Sarbanes.  It  was  your  impression,  I  take  it,  that  meet- 
ing took  place  after  October  14th?  Or  at  least  when  you  were  asked 
this  question,  you  didn't  slug  that  meeting  in  ahead  of  it? 

Mr.  Gearan.  I  didn't,  but  I  have  no  reason  to  dispute  it  certainly 
now,  but  that  would  have  been  where  I  had  placed  it. 

Senator  Sarbanes.  Right.  In  fact,  what  you  said  is  that  this  was 
one  of  the  first  contacts,  I  thought,  references  that  I  can  recall  for 
Whitewater.  Now  where  they  are  trying  to  hang  you  up  on  that 
here — I  am  not  quite  clear  why  we  are  in  this  gotcha  game  but  in 
any  event — your  recollection,  if  you  had  been  asked  without  the 
other  material  we  have  that  pinpoints  the  meeting,  was  that  it  oc- 
curred later  in  time;  is  that  correct? 

Mr.  Gearan.  That  would  be  my  recollection. 

Senator  Sarbanes.  Do  you  recall  when  Gerth  wrote  his  article? 

Mr.  Gearan.  I  believe  it  was  the  beginning  of  November. 
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Senator  Sarbanes.  Yes.  If  I  told  you  it  was  November  2nd  or 
3rd,  does  that  sound  about  right  to  you? 

Mr.  Gearan.  That  sounds  about  right. 

Senator  Sarbanes.  So  the  article  that  sort  of  came  out  of  all  of 
this  came  at  the  beginning  of  November.  Now  when  you  made  the 
statements,  you  thought  you  were  trying  to  give  your  best  recollec- 
tion; is  that  correct? 

Mr.  Gearan.  Yes,  sir. 

Senator  Sarbanes.  Now  confronted  with  the  Committee's  asser- 
tion that  we  have  other  material  that  indicated  this  meeting  with 
Gerth,  you,  and  Lindsey  took  place  earlier,  you  don't  contest  that? 

Mr.  Gearan.  No,  certainly  not.  My  understanding 

Senator  Sarbanes.  I  take  it  from  your  testimony  here  today  you 
accept  that? 

Mr.  Gearan.  I  do  and  I  have  no  reason  to  dispute  that. 

Senator  Sarbanes.  Right.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  The  meeting  with  Mr.  Gerth  was  a  meeting 
where  he  was  providing  information  to  you  that  he  had  obtained, 
not  under  oath,  but  from  somebody  who  was  seeking,  at  that  time, 
to  be  given  favorable  treatment  by  prosecutors  down  in  Arkansas, 
Mr.  Hale;  correct? 

Mr.  Gearan.  Yes. 

Mr.  Ben-Veniste.  That  was  the  source  of  Mr.  Gerth's  informa- 
tion. Then  he  wrote  a  newspaper  story  in  which  he  included  much, 
if  not  all,  of  that  information;  correct?  That  was  in  November. 

Mr.  Gearan.  Correct. 

Mr.  Ben-Veniste.  So  when  we  look  at  the  importance  of  all  of 
this,  whether  you  remembered  precisely  whether  the  meeting  was 
before  October  14th  or  after,  it  doesn't  make  a  bit  of  difference, 
does  it?  Other  than  the  fact  that  you've  given  testimony  where  you 
said  you  thought  the  October  14th  meeting  was  before,  but  in  fact, 
now  it's  after? 

Mr.  Gearan.  Which  I  do  not  dispute. 

Mr.  Ben-Veniste.  It  was  not  a  meeting  of  a  clandestine  nature 
with  some  conspirator  who  was  going  to  do  something,  it  was  with 
a  New  York  Times  reporter? 

Mr.  Gearan.  Correct. 

Mr.  Ben-Veniste.  Who  then  wrote  a  story? 

Mr.  Gearan.  Correct. 

Mr.  Ben-Veniste.  And  all  you  wrote  down  is  what  he  was  telling 
you,  not  that  it  was  true  or  false,  you  wanted  to  be  accurate  as  far 
as  what  he  was  saying;  correct? 

Mr.  Gearan.  Correct. 

Mr.  Ben-Veniste.  So  now  let's  look  at  the  big  picture  for  a  sec- 
ond, and  get  away  from  the  game  of  gotcha  and  off  the  capillaries, 
to  the  heart  of  the  matter.  What  was  your  role?  What  were  you 
supposed  to  do? 

Mr.  Gearan.  Well,  at  that  time,  I  sat  in  on  the  meeting,  and  as 
I  said,  those  are  my  notes.  I  understood  that  Mr.  Lindsey,  as  I  said, 
was  the  principal  point  of  contact  on  Arkansas-related  matters. 

If  there  are  questions  here,  as  the  back  of  the  memo  or  the  Gerth 
notes  outline,  as  well  as  the  Engelberg  call,  I  would  go  to  Mr. 
Lindsey.  Increasingly,  as  the  Whitewater  stories  proceeded  in  the 
fall,  Mr.  Lindsey  took  more  and  more  of  the  calls  himself,  and  be- 
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came  the  Whitewater  spokesperson,  if  you  will,  increasingly  for 
that,  because  of  the  complexity  of  the  issue  and  the  names,  people, 
and  places  that  I  was  frankly  very  unfamiliar  with. 

So,  at  this  point  in  time,  I  was  in  some  instances,  as  other  notes 
that  I've  provided  show,  taking  down  the  questions  from  reporters, 
but  it  would  be  my  practice  to  report  this  to  Mr.  Lindsey  who 
would  either  call  back  himself,  or  they  would  increasingly  tend  to 
call  him. 

Mr.  Ben-Veniste.  Now  other  than  acting  as  a  funnel  for  informa- 
tion between  the  news  reporters  and  Mr.  Lindsey  and  back,  did  you 
direct  anybody  to  go  to  Arkansas  to  do  anything? 

Mr.  Gearan.  No. 

Mr.  Ben-Veniste.  Did  you  direct  some  independent  fact-finding 
to  be  done? 

Mr.  Gearan.  No. 

Mr.  Ben-Veniste.  Did  you  set  out  as  an  investigative  reporter 
within  the  White  House  to  begin  interviewing  people? 

Mr.  Gearan.  No,  I  did  not. 

Mr.  Ben-Veniste.  So,  if  I  understand  your  role  here,  it  was  in 
a  very  limited  capacity  for  a  limited  period  of  time  until  Mr. 
Lindsey  took  over  completely  to  field  questions  from  the  press  and 
get  back  to  them? 

Mr.  Gearan.  That's  correct.  I  did  not  take  it  upon  myself  to 
school  myself  in  the  details  of  Whitewater.  I  did  not  think  that  was 
the  best  use  of  my  time,  and  that  I  should  be  doing  other  things. 
And  because  Mr.  Lindsey,  frankly,  was  so  knowledgeable  about  Ar- 
kansas, I  thought  that  was  the  appropriate  course  to  follow. 

Mr.  Ben-Veniste.  I  know  you  have  been  here  for  many,  many 
hours  already  today.  I  know  it's  hard  to  sit  here  and  answer  ques- 
tions for  such  an  extended  period  of  time,  and  I  commend  you  for 
your  patience  and  your  attention  to  these  matters. 

The  question  has  been  raised  about  what  it  meant  when  it  was 
said  that  the  Attorney  General  had  closed  the  door.  I  had  referred 
to  several  articles  that  had  already  appeared  that  said  that  Ms. 
Reno  had  stated  publicly,  privately,  in  every  which  way  but  Sun- 
day, that  she  did  not  want  to  appoint  a  Special  Counsel.  Does  this 
reference  to  "closed  the  door"  when  you  were  listing  reasons 
against  a  Special  Counsel,  in  your  mind,  refer  to  the  fact  that  ap- 
parently Ms.  Reno  had  "closed  the  door"  on  the  appointment  of  a 
Special  Counsel? 

Mr.  Gearan.  Mr.  Ben-Veniste,  I  think  that  could  be  a  read  of  my 
notes.  I  cannot  tell  you  that  I  recollect  it  any  further  with  the  bene- 
fit of  those  articles  that  you  read  to  me.  Those  are  notes  from  Mr. 
Ickes.  I  know  you  have  indicated  that  you  will  be  asking  him  this, 
I  want  to  just  report  to  you  as  completely  as  I  can  what  I  remem- 
ber. And  I  can't  amplify  beyond  what  I've  done,  sir. 

Mr.  Ben-Veniste.  Thereafter,  despite  Ms.  Reno's  very  public 
statements  about  her  position,  which  was  eventually  borne  out  by 
the  facts,  when  Mr.  Fiske  was  replaced  by  Mr.  Starr  despite  the 
fact  that  Mr.  Fiske  is  so  highly  respected,  you  then  see  a  situation 
where  Ms.  Reno,  at  the  request  of  the  President,  goes  forward  and 
does,  in  fact,  appoint  a  Special  Counsel;  correct? 

Mr.  Gearan.  That's  correct. 
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Mr.  Ben-Veniste.  And  all  of  this  happens  within  a  2-week  period 
of  time,  from  the  time  of  your  notes  to  the  appointment  of  a  Special 
Counsel? 

Mr.  Gearan.  Right. 

Mr.  Ben-Veniste.  Nothing  further. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  You  were  asked  the  question,  Mr.  Gearan,  about 
why  these  issues  are  important.  With  respect  to  this  issue  of  the 
desire  of  the  White  House,  the  concern  about  Mr.  Ickes  and  Mr. 
Nussbaum,  about  controlling  investigations,  of  course  you  were 
aware  that  ultimately  the  Attorney  General's  decision  was  for  her 
to  make?  She  couldn't  be  told  do  it  or  not  to  do  it;  right? 

Mr.  Gearan.  That's  my  understanding. 

Mr.  Chertoff.  And  of  more  importance  perhaps  she  couldn't  be 
told  to  limit  the  scope  because  it  was  her  discretion  and  her  inde- 
pendence that  would  lead  her  to  make  that  decision;  right? 

Mr.  Gearan.  That's  my  understanding. 

Mr.  Chertoff.  That's  notwithstanding  that  Mr.  Nussbaum  had 
expressed  concerns  about  control  and  scope  in  the  meetings.  But, 
I  also  want  to  make  quite  clear  that  the  reference  to  shutting  the 
door  has  to  do  with  her  making  the  decision  on  her  own,  and  an- 
nouncing it  on  her  own;  isn't  that  right? 

Mr.  Gearan.  Mr.  Chertoff,  again,  I — that  could  be  an  interpreta- 
tion. Mr.  Ben-Veniste  outlines  another  one. 

Mr.  Chertoff.  When  you  swore  under  oath  in  your  deposition  a 
couple  of  days  ago  which  interpretation  did  you  advance? 

Mr.  Gearan.  Well,  I  had  not  had  the  opportunity  to  review  any 
of  the  articles  that  were  read  to  me.  I  am  just  trying  to 

Mr.  Chertoff.  You've  had  the  opportunity  to  look  at  your  notes? 

Mr.  Gearan.  I  did,  sir. 

Mr.  Chertoff.  Didn't  you  tell  us  in  the  deposition  a  couple  of 
days  ago  that  the  interpretation — wasn't  the  interpretation  that 
you  adopted  that  the  Attorney  General,  was  going  to  act  independ- 
ently, that  she  hadn't  decided,  and  that  she  had  shut  the  door,  and 
she  would  decide  and  announce  it  on  her  own? 

Mr.  Gearan.  That's  how  I  could  read  that  sentence. 

Mr.  Chertoff.  That's  how  you  read  it  in  the  deposition;  right? 

The  Chairman.  Get  the  deposition  out. 

Mr.  Chertoff.  Page  144. 

The  Chairman.  Take  a  look  at  your  deposition.  We  had  to  pull 
teeth  to  get  the  facts  and  we  are  going  to  do  it.  And  if  we  have  to 
stay  here  late,  we  will.  Do  you  have  a  copy  of  your  deposition? 

Mr.  Gearan.  I  don't,  sir. 

The  Chairman.  Page  144. 

Mr.  Chertoff.  Let's  get  Mr.  Gearan  a  copy  of  the  deposition, 
please,  before  we  start.  It  is  further  up  the  page,  it's  line 

The  Chairman.  Let's  wait  until  he  gets  to  it.  Do  you  have  the 
page,  Mr.  Gearan? 

Mr.  Gearan.  Yes,  I  do. 

Mr.  Chertoff.  Follow  along  at  line  20. 

Question:  What  did  you  understand  Mr.  Ickes  to  be  saying  by  "Reno  has  shut  the 
door"? 

Answer:  I  can't  recall.  I  guess  I  could  read  that  as  she  will  make  up  her  own  mind 
on  this.  She  is  an  independent  Attorney  General.  She  has  said  that  she  hasn't  de- 
cided, that  she  has  shut  the  door,  that  she  will  decide  and  announce  it  on  her  own. 
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That's  the  interpretation  you  advanced  in  your  deposition;  right? 
Correct?  It  is  right  there  in  black  and  white. 

Mr.  Gearan.  Yes,  I  said  I  can't  recall,  but  then  I  guess  I  could 
read  this.  That's  how  I  guess 

Mr.  Chertoff.  And  you  came  up  with  an  interpretation  of  your 
own  notes;  right?  Which  talked  about  the  fact  "that  she  has  shut 
the  door,  that  she  will  decide  and  announce  it  on  her  own."  Is  that 
the  answer  that  you  gave  in  response  to  the  question  you  were 
asked,  yes  or  no? 

Mr.  Gearan.  From  the  deposition,  yes.  I  have  no  reason  to 

The  Chairman.  When  was  the  deposition  given? 

Mr.  Gearan.  Monday  evening,  sir. 

The  Chairman.  This  past  Monday  evening? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  In  terms  of  why  it  is  important,  are  you  aware 
of  the  fact  that  within  a  matter  of  weeks  after  this  discussion  with 
Mr.  Nussbaum  and  Mr.  Ickes  concerning  controlling  investigations, 
the  issue  of  controlling  another  investigation  was  presented,  having 
to  do  with  the  RTC's  investigation  of  matters  associated  with  Madi- 
son, and  whether  Roger  Altman,  the  Deputy  Treasury  Secretary, 
would  stay  on  and  be  involved  in  that,  or  whether  he  would  recuse 
himself?  Are  you  familiar  with  that? 

Mr.  Gearan.  Not  in  a  detailed  way. 

Mr.  Chertoff.  Were  you  involved  in  discussions  at  the  White 
House  concerning  the  desire  to  control  that  investigation  by  having 
Mr.  Altman  stay  in  charge  rather  than  recuse  himself? 

Mr.  Gearan.  No,  I  don't  recall  that. 

Mr.  CHERTOFF.  Do  you  see  a  pattern  here  in  which  it  seems  that 
Mr.  Nussbaum  and  Mr.  Ickes  and  others  felt  a  strong  desire  to  as- 
sert control  over  who  the  decisionmakers  would  be  on  investiga- 
tions? 

Mr.  Gearan.  Mr.  Chertoff,  I  have  not  seen  a  pattern  to  that  in 
my  White  House  time. 

Mr.  Chertoff.  Do  you  see  a  problem  with  the  White  House  hav- 
ing a  desire  to  exert  control  over  the  people  who  are  going  to  be 
making  decisions  about  investigations  that  touch  upon  the  Presi- 
dent and  the  First  Lady? 

Mr.  Gearan.  What  I  do  know  is  the  conversations  we  had  in  the 
White  House,  during  this  week  in  particular,  was  the  matter  that 
the  Independent  Counsel  would  not  have  this  kind  of  control.  That 
was  the  whole  point  that  Mr.  Nussbaum  was  making,  that  they  as 
I  have  said,  tended  to  go  on  and  last 

Mr.  Chertoff.  And  be  unguided? 

Mr.  Gearan.  And  be  unguided. 

Mr.  Chertoff.  Now  in  terms  of  the  importance  of  your  testimony 
in  1994  about  the  sequence  of  these  discussions,  what's  important 
■S  about  this,  Mr.  Gearan,  is,  back  in  1994,  I  think  the  Committee 
and  the  RTC  were  trying  to  get  a  sense  of  why  information  was 
coming  from  Treasury  to  the  White  House,  and  why  you  would 
nave,  for  example,  attended  a  meeting  at  which  there  was  discus- 
"  sion  between  an  official  of  Treasury  who  had  access  to  confidential 
nformation  and  people  in  the  White  House. 

The  thrust  of  your  testimony  was  that  basically  this  whole  issue 
j»t  <vas  no  big  deal  for  you  back  in  the  fall,  and  therefore,  essentially, 
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your  involvement  was  almost  that  of  a  bystander.  And  would  you 
agree  with  me  that,  in  assessing  your  state  of  mind  at  that  time, 
an  awareness  that  you  had  been  involved  during  the  same  time  pe- 
riod in  extended  conversations  with  reporters  where  they  had  laid 
out  the  detailed  allegations  of  Mr.  Hale  would  have  been  of  consid- 
erable value  in  assessing  the  degree  of  your  interest  in  this  matter? 

Mr.  Gearan.  Senator — I  mean,  Mr.  Chertoff,  I  never  joined  those 
two  things. 

Mr.  Chertoff.  You  didn't  join 

Mr.  Gearan.  For  the  October  14th  meeting,  if  that's  what  your 
question  is. 

Mr.  Chertoff.  You  didn't  draw  a  link  in  your  mind  between  the 
meeting  on  October  14th  where  there  was  discussion  about  Madi- 
son and  Whitewater  and  the  Rose  Law  Firm,  and  your  conversation 
with  Mr.  Gerth  for  2  hours  where  he  laid  out  chapter  and  verse  of 
Mr.  Hale's  allegations  of  the  President's  alleged  misconduct  with 
respect  to  Madison  and  Whitewater?  Those  two  events  were  totally 
different  to  you?  You  didn't  see  any  connection? 

Mr.  Gearan.  Well,  again,  I  would  have  placed  it  at  a  different 
point,  but  aside  from  that,  because  Mr.  Lindsey  was  the  principal 
source  of  information  on  this,  and  I  frankly  must  have  taken  my 
cues  from  the  meeting  we  had  with  Mr.  Gerth  from  Mr.  Lindsey 

Mr.  Chertoff.  You  didn't  mention  anything  about  the  meeting 
with  Gerth  as  having  occurred  either  before  or  after  the  October 
14th  meeting,  did  you? 

Mr.  Gearan.  To? 

Mr.  Chertoff.  During  your  testimony  before  the  Senate  or  the 
RTC  Inspector  General? 

Mr.  Gearan.  I  don't  know.  I  haven't  reviewed  my  transcript,  but 
I  don't  recall  if  I  did  or  not. 

Mr.  Chertoff.  By  the  way,  let  me  direct  your  attention  to  page 
S  20572  of  your  notes.  I  think  this  is  January  5th,  still.  This  is  a 
meeting  with  the  Vice  President? 

Mr.  Gearan.  Mr.  Chertoff,  I  don't  know  if  this  page  is — it  is 
seemingly  an  entire  day  kind  of  listed  here,  Vice  President,  a 
luncheon,  and  then  p.m.  meeting  in  the  evening. 

Mr.  Chertoff.  Whose  handwriting  is  it? 

Mr.  Gearan.  It  is  my  handwriting.  I  can't  imagine  that  there  are 
three  different  meetings  or  whether  I  was  summarizing  something 
at  the  end  of  the  day. 

Mr.  Chertoff.  Did  you  talk  to  the  Vice  President? 

Mr.  Gearan.  I  don't  recall  personally  talking  to  the  Vice  Presi 
dent  about  this. 

Mr.  Chertoff.  Does  this  based  on  your  practice  in  terms  of  your 
notes,  which  we  have  now  spent  a  fair  amount  of  time  on  today, 
is  there  a  doubt  in  your  mind  that  this  records — it  says  at  the  top, 
"VPOTUS,"  that  means  Vice  President  of  the  United  States;  right? 

Mr.  Gearan.  That's  right. 

Mr.  Chertoff.  And  it  says  5  January;  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  No  one  else  is  listed  here;  right? 

Mr.  Gearan.  No. 

Mr.  Chertoff.  Then  it  says  here,  "I'll  do  it.  I'm  sure  it  will  help 
Need  to  dump  all  documents."  Whose  words  are  those? 
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Mr.  Gearan.  I  believe — well,  it  is  my  handwriting.  I  don't  know 
that  I  am  quoting  what  someone  is  telling  me  about  the  Vice  Presi- 
dent, or  what  he  told  someone.  I  don't  recall  personally  speaking 
with  the  Vice  President  about  this. 

Mr.  Chertoff.  What  was  your  understanding  about  who  stated, 
"I'll  do  it.  I'm  sure  it  will  help.  Need  to  dump  all  documents."? 

Mr.  Gearan.  My  understanding,  or  how  I  would  read  this,  is  I 
recall,  I  believe,  this  period  of  time,  in  our  efforts  to  have  state- 
ments made  about  why  a  Special  Counsel  was  not  needed  to  make 
the  arguments  about  why  it  was  not  needed.  There,  I  believe,  was 
going  to  be  a  press  event,  and  that  might  apply  to  the  second  entry, 
"Luncheon,  no  question  on  Whitewater,"  where,  if  I  recall  correctly, 
the  Vice  President  said  that  he  would  do  it,  he  would  make  the  ar- 
gument for  why  an  Independent  Counsel  was  not  necessary  or 
called  for  at  this  time. 

I  would  read  "I  am  sure  it  will  help,"  that  sounds  to  me  like 
frankly  a  sarcastic  joke  on  the  part  of  the  Vice  President,  that  in 
light  of  the  considerable  drumbeat,  that  this  would  be  unlikely  to 
turn  the  tide  of  public  debate  on  it. 

Mr.  Chertoff.  What  does  the  phrase  "Need  to  dump  all  docu- 
ments mean."? 

Mr.  Gearan.  Well,  in  preparing  for  this  hearing,  I  observed  in 
the  materials  that  were — I  was  questioned  on  in  my  deposition, 
and  reviewed  the  stories  that  existed  on  January  4th  and  5th,  in 
that  period  of  time,  where  there  is  a  question  of  the  documents 
going  over  to  the  Department  of  Justice — that  was  a  considerable 
press  story  at  the  time.  The  White  House  had  said  on  that  Sunday 
that  they  had  gone  to  the  Department  of  Justice. 

Then  the  next  day,  the  Press  Secretary  said  well,  it  will  take  a 
couple  of  weeks,  according  to  the  press  reports  I  reviewed  from  the 
package  that  I  was  questioned  on. 

Mr.  Chertoff.  What  package  of  press  reports? 

Mr.  Gearan.  From  my  deposition,  the  documents  that  were  sub- 
mitted, to  the  Committee. 

My  observation,  in  remembering  now  that  that  was  a  big  press 
issue  at  the  time,  could  very  well  be  that  the  importance  of  getting 
all  of  the  documents  over  to  Justice  as  soon  as  possible. 

Mr.  Chertoff.  You  interpret  the  phrase  "dump  all  documents" 
as  get  them  over  to  the  Department  of  Justice  as  soon  as  possible? 

Mr.  Gearan.  "Dump"  would  be  my  word  obviously.  I  mean,  get- 
ting it,  turning  it  over  or — I  wouldn't — I  think  it  can  be  read  in  the 
context  of  what  was  a  very  big  press  issue  at  the  time  about  the 
White  House  back-and-forth  on  this  issue. 

Mr.  Chertoff.  And  this  is  a  recollection  you  have  just  come  to 
since  your  deposition,  based  upon  a  review  of  articles? 

Mr.  Gearan.  Well,  I  was  notified  last  Thursday  and  I  have  tried 
to  do  my  best  to  prepare  for  this.  Last  evening,  when  I  was  looking 
at  the  submitted  documents  to  this  Committee 

Mr.  Chertoff.  You  mean  the  notes? 

Mr.  Gearan.  My  notes  and  the  press  articles.  There  is  a  memo- 
randum from  the  Press  Secretary  about  the  different  network  news 
If  articles,  and  I  was  reading  this.  I  was  reminded  of  that  very  big 
press  issue  at  the  time,  that  I  had  frankly  not  remembered  before. 
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Mr.  Chertoff.  So  last  night  you  determined  that  "need  to  dump 
all  the  documents"  means  that  the  Vice  President  suggested  getting 
all  the  documents  over  to  Justice  as  soon  as  possible? 

Mr.  Gearan.  Well,  in  my  deposition,  I  said  I  thought  it  could 
mean  that  it  was  the  Clintons  have  recognized  the  need  to  provide 
the  information  to  the  Department  of  Justice.  That's  how  one  could 
read  that. 

Mr.  Chertoff.  One  could  read  anything  almost  anyway,  and  we 
have  learned  during  the  course  of  these  hearings,  Mr.  Gearan, 
some  people  will  pretty  much  read  anything  any  which  way.  But 
my  question  to  you  is  you  came  to  the  conclusion  that  this  refers 
to  getting  documents  over  to  Justice  last  night;  is  that  right? 

Mr.  Gearan.  I  am  just  trying  to  help  the  Committee,  of  how  I 
would  read  my  notes.  I  have  to  observe,  in  reading  the  articles  last 
night,  I  was  refreshed  that  this  was  a  very  big  press  issue  about 
White  House  credibility,  that  on  Monday  evening,  I  had  not  had  a 
chance  to  review  all  of  those  articles. 

Mr.  Chertoff.  Now,  Mr.  Gearan,  I  want  to  go  back  to  this  issue 
of  the  documents  because  I  am  really  baffled.  What  was  the  proce- 
dure when  you  were  at  the  White  House  for  responding  to  subpoe- 
nas or  document  requests  from  the  White  House  for  paperwork 
that  might  be  in  your  possession?  They  notified  you,  they  gave  you 
some  kind  of  a  memo,  and  told  you  what  they  wanted? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  And  you  collected  everything  conceivably  relevant 
in  one  space;  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  You  reviewed  it  to  make  a  determination  about 
what  you  thought  was  responsive;  right? 

Mr.  Gearan.  With  my  counsel,  yes. 

Mr.  Chertoff.  Where  did  you  keep  this  segregated  material  in 
your  office? 

Mr.  Gearan.  In  my  office  there  is  a  credenza. 

Mr.  Chertoff.  A  particular  credenza  you  kept  this  stuff  in? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  Did  you  tell  the  White  House  Counsel's  Office 
where  you  were  keeping  this  stuff? 

Mr.  Gearan.  I  don't  know  that  I  did.  I  don't  recall. 

Mr.  Chertoff.  Did  anybody  from  the  White  House  Counsel's  Of- 
fice, which  had  accepted  the  subpoena  and  taken  responsibility  for 
complying  with  it,  did  they  ever  come  by  and  say  we  would  like  to 
look  at  the  universe  of  stuff  that  might  be  responsive  and  make  our 
own  determination? 

Mr.  Gearan.  I  believe  my  counsel  reviewed  it  with  White  House 
Counsel  but  I  am  not  certain. 

Mr.  Chertoff.  Your  understanding  is  your  counsel  reviewed  it 
with  White  House  Counsel.  Did  White  House  Counsel  know  where 
you  kept  this  stuff? 

Mr.  Gearan.  I  don't  know. 

Mr.  Chertoff.  Did  they  ask  you  for  a  set  so  they  could  have  a 
central  file  of  all  White  House  documentation  that  might  conceiv- 
ably be  responsive? 

Mr.  Gearan.  I  don't  know. 

Mr.  Chertoff.  I  mean 
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Mr.  Gearan.  I  don't  recall  that. 

Mr.  Chertoff.  These  notes  were  notes  that  you  prepared  in  the 
course  of  your  official  duties  as  the  White  House  Communications 
Director;  right? 

Mr.  Gearan.  That's  correct. 

Mr.  Chertoff.  This  isn't  your  personal  diary 

Mr.  Gearan.  No. 

Mr.  Chertoff.  — of  your  personal  stuff? 

Mr.  Gearan.  Right. 

Mr.  Chertoff.  It  is  official  stuff  which,  under  the  law,  is  sup- 
posed to  be  kept  within  the  control  of  the  White  House 

Mr.  Gearan.  Right. 

Mr.  Chertoff.  — generically;  is  that  right? 

Mr.  Gearan.  That's  my  understanding,  yes. 

Mr.  Chertoff.  What  I  have  a  hard  time  understanding  is  it  is 
segregated,  it  is  put  in  a  certain  area,  you  even  think  that  the 
White  House  Counsel's  Office  may  have  at  a  point  in  time  reviewed 
the  documents  with  your  counsel.  How  is  it  possible  that  these 
things  leave  the  White  House,  and  no  one  at  the  White  House 
misses  them,  or  reaches  out  to  you,  and  says  we  need  these  things 
back? 

Mr.  Gearan.  I  can't  speak  for  the  White  House  Counsel's  produc- 
tion process,  Mr.  Chertoff.  I  do  know  that  my  office  was  packed, 
that  I  did  not  pack  my  office.  I  wish  I  had.  And  that  that  accounts 
for  its  inadvertent  transfer. 

Mr.  Chertoff.  When  did  your  office  get  packed  up? 

Mr.  Gearan.  I  believe  the  end  of  August,  I  would  assume.  I  was 
on  vacation  from  mid-August  through  Labor  Day  and  did  not  re- 
turn to  the  White  House. 

Mr.  Chertoff.  We  asked  for  documents  relating  to  Whitewater, 
and  really  anything  concerning  the  Resolution  in  August.  Did  any- 
body come  to  you  at  the  end  of  August  and  say  do  you  have  things 
that  are  relevant  to  this? 

Mr.  Gearan.  I  don't  recall  that,  no. 

Mr.  Chertoff.  On  August  25th,  I  think,  the  letter  went  out.  Did 
you  see  an  August  25th  letter  requesting  all  documents  relating  to 
Whitewater  and  Madison? 

Mr.  Gearan.  On  August  25th? 

Mr.  Chertoff.  Yes. 

Mr.  Gearan.  I  don't  recall  that,  Mr.  Chertoff. 

Mr.  Chertoff.  Would  you  agree  with  me  these  notes  clearly  re- 
late to  Madison  and  Whitewater? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  I  see  my  time  is  up. 

The  Chairman.  We  have  some  more  to  go  over. 

Senator  Sarbanes.  OK,  good.  Mr.  Gearan,  your  deposition,  when 
was  that  done? 

Mr.  Gearan.  Monday  evening. 

Senator  Sarbanes.  Do  you  recall  when  it  began?  I  have  here  that 
it  began  at  5:30  p.m. 

Mr.  Gearan.  That's  my  understanding,  yes. 

Senator  Sarbanes.  And  it  finished  after  10:00 

Mr.  Gearan.  Yes,  Senator. 

Senator  Sarbanes.  — is  that  correct? 
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Mr.  Gearan.  Yes. 

Senator  Sarbanes.  Did  you  take  time  out  for  dinner? 

Mr.  Gearan.  No,  we  did  not. 

Senator  Sarbanes.  You  went  straight  through  with  no  dinner? 

Mr.  Gearan.  That's  correct. 

Senator  Sarbanes.  Your  counsel  said  at  the  beginning,  "If  I  may 
make  a  brief  statement.  For  the  record,  Mr.  Gearan  is  appearing 
here  voluntarily  and  on  rather  short  notice." 

And  Ms.  Fisher  who  was  counsel  for  the  Majority  said,  "Yes,  we 
appreciate  that  very  much.  So  thank  you  for  being  so  flexible." 

Your  attorney  then  said,  "The  one  thing  I  wanted  to  make  clear 
is  he  has  really  not  had  an  opportunity  since  he  has  been,  shall  we 
say,  hitting  the  ground  running  at  the  Peace  Corps  since  he  came 
to  have  a  opportunity  to  revisit  this  subject,  either  before  or  after 
your  invitation  to  come  down  today.  I  do  want  to  say  at  the  begin- 
ning, he  will  endeavor  to  use  his  best  efforts  but  to  understand 
that  we're  sort  of  catching  him  with  a  relatively  minimal  amount 
of  opportunity  to  refresh  his  recollection  about  the  broader  context 
of  this  inquiry."  Do  you  remember  that 

Mr.  Gearan.  I  do. 

Senator  Sarbanes.  — statement  by  your  counsel? 

Now  then,  Counsel  took  you  through  your  notes  phrase  by 
phrase;  is  that  correct? 

Mr.  Gearan.  That's  correct,  Senator. 

Senator  Sarbanes.  And  you  know,  even  in  those  instances  where 
you  said  well,  you  didn't  recall,  you  were  then  pushed  to  interpret 
what  the  notes  meant;  is  that  correct? 

Mr.  Gearan.  Well,  I  tried  to  do  my  best  to  interpret  what  my — 
how  I  would  read  my  notes.  I  tried  to  note  where  I  did  not  have 
any  independent  recollection  of  it  as  best  as  I  could. 

Senator  Sarbanes.  Let's  take  the  one  on  Janet  Reno  about  which 
they  were  pressing  you  on  that  answer,  you  said,  "I  can't  recall.  I 
guess  I  could  read  that,"  and  then  you  went  on  to  state  what  your 
guess  was,  as  to  how  you  could  read  it.  Now  as  I  look  at  your  notes, 
that's  not  the  only  instance  when  that  happened;  is  that  correct? 

Mr.  Gearan.  That's  correct.  There  were  probably  many  instances 
in  this  deposition  where  I  was  not  able  to  fully  recall  the  specifics 
of  it,  particularly  when  I  was 

Senator  Sarbanes.  Of  course,  interestingly  enough,  that  answer 
in  terms  of  she  is  an  independent  Attorney  General  is  consistent, 
of  course,  with  the  position  she  took,  in  not  wanting  to  name  a  Spe- 
cial Counsel? 

Mr.  Gearan.  Yes. 

Senator  Sarbanes.  Now,  you  were  also  asked  about  this  meeting 
with  Gerth,  and  as  I  recall,  this  was  at  your  deposition,  your  testi- 
mony was  that  you  placed  it  later;  is  that  correct? 

Mr.  Gearan.  I  would  have,  but  I  also  don't  dispute  the  fact  of 
its  apparent  date  in  September. 

Senator  Sarbanes.  You  said,  "I  guess  the  only  thing  I  would  say 
today  is  I  have  no  reason  to  dispute  that  the  meeting  was  in  Sep- 
tember, if  the  notes  join  those  facts.  I  would  not  have  placed  it 
then." 

Mr.  Gearan.  I  would  not  have. 
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Senator  Sarbanes.  You  go  on  to  say,  "I  would  not  have  placed 
it  at  that  time  line,  but  again,  I  have  no  reason  to  dispute  that." 
And  of  course,  that's  the  position  you  take  here  today  as  well? 

Mr.  Gearan.  It  is. 

Senator  Sarbanes.  So  it  is  consistent  with  the  position  you  took 
in  your  deposition. 

Mr.  Gearan.  That's  correct,  sir. 

Senator  Sarbanes.  Mr.  Chairman. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Mr.  Gearan,  I  want  to  explore  with  you  this  con- 
cept that  your  2-hour  meeting  with  Jeff  Gerth,  you  didn't  have  any 
particular  reaction  to  it;  that's  your  testimony? 

Mr.  Gearan.  Well 

Mr.  Chertoff.  That  didn't  alarm  you,  you  didn't  feel  this  was  a 
matter  that  you  ought  to  be  concerned  about  or  just  kind  of  a  rou- 
tine matter,  was  that  it? 

Mr.  Gearan.  I  guess  my  testimony  would  be  that,  because  I  did 
not  see  any  evidence  of  Mr.  Lindsey's  alarm,  afterwards  or  in  those 
days,  that  I  not  knowing  any  of  the  names  or  many  of  the  issues 
that  Mr.  Gerth  outlined  to  us,  I  took  my  cues  from  Mr.  Lindsey's 
reaction. 

Mr.  Chertoff.  Do  you  have  your  document,  S  20292?  We  just  got 
this,  I  guess,  in  the  last  month.  And  I  want  you  to  follow  me  and 
tell  me,  did  you  talk  to  Mr.  Lindsey  afterwards  to  gauge  his  reac- 
tion, or  are  you  just  going  by  his  body  language? 

Mr.  Gearan.  I  don't  recall.  I  would  have  assumed  I  did.  But  I 
have  no  recollection  of  any  extraordinary  reaction  of  Mr.  Lindsey. 

Mr.  Chertoff.  My  question  is  did  you  talk  to  Mr.  Lindsey  after 
Gerth  left,  about  what  this  was  about? 

Mr.  Gearan.  Mr.  Chertoff,  I  don't  recall  an  instance,  but  it  seems 
likely  that  I  would. 

Mr.  Chertoff.  Seems  pretty  likely  you  don't  recall  what  he  said 
about  it;  right? 

Mr.  Gearan.  I  don't  recall  specifically  what  he  said.  No,  I  do  not. 

Mr.  Chertoff.  Let's  explore  whether  this  is  the  kind  of  material 
that  would  likely  capture  your  attention  or  whether  it  was  too  ob- 
scure. It  begins  with  a  reference  to  "David  Hale — Federal  Grand 
Jury  investigation,  misuse  of  SBA  money,  about  to  be  indicted  for 
plea,  claims  pressure  of  people  to  loan,  Bill  Clinton,  Jim  Guy  Tuck- 
er." Did  that  catch  your  attention? 

Mr.  Gearan.  Well,  I  don't  know  how  much  more  I  can  add,  Mr. 
Chertoff. 

Mr.  Chertoff.  Was  that  the  first  you  heard  of  an  allegation  that 
Mr.  Clinton  had  been  involved  in  pressuring  someone  to  make  an 
illegal  loan? 

Mr.  Gearan.  I  believe  so. 

Mr.  Chertoff.  And  did  that  surprise  you  to  hear  The  New  York 
Times  reporters  saying  they  had  an  allegation  from  a  specific  per- 
son to  that  effect?  Isn't  your  job,  it  is  not  like  you  were  in  a  na- 
tional security  council,  you  were  the  Director  of  Communications. 
Maybe  I  am  wrong,  doesn't  that  mean  you  are  in  charge  of  commu- 
nications? 

Mr.  Gearan.  That's  what  it  means. 
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Mr.  Chertoff.  That  means  you  have  to  be  concerned  about  the 
image  that  the  White  House  is  projecting  out;  right? 

Mr.  Gearan.  Correct. 

Mr.  Chertoff.  I  assume  you  were  at  the  meeting  with  Lindsey, 
not  as  a  potted  plant,  but  because  he  viewed  you  as  being  a  nec- 
essary person  to  be  there;  right? 

Mr.  Gearan.  Weil,  I  would  like  to  think  that,  Mr.  Chertoff. 

Mr.  Chertoff.  You  think  he  was  just  looking  for  company? 

Mr.  Gearan.  No.  But  for  my  own  part,  certainly  I  was  grateful 
Mr.  Lindsey  was  there  because  this  was  information  and  people 
and  names  that  I  was  most  unfamiliar  with  and  it  would  be  obvi- 
ous I  would  have  to  look  to  Mr.  Lindsey  for  handling  this  matter. 

Mr.  Chertoff.  Did  you  do  that?  Did  you  look  to  Mr.  Lindsey 
afterwards  to  explain  to  you  and  lay  out  what  this  was  about? 

Mr.  Gearan.  Well,  I  do  know  from  the  follow-up  questions  from 
Mr.  Engelberg,  the  questions  that  he  listed  in  that  phone  message 
that  you  mentioned  earlier,  I  would  have  gone  to  Mr.  Lindsey  for 
that  information. 

Mr.  Chertoff.  Here  is  what  I  do  not  get.  For  2  years  now  we 
have  heard  people  say  that  the  reason  it  was  important  to  get  in- 
formation from  various  law  enforcement  agencies  was  to  prepare 
for  press  inquiries.  You  are  the  guy  with  the  responsibility  for  su- 
pervising responses  to  press  inquiries  and  making  sure  it  happens. 
And  yet,  with  respect  to  a  2-hour  conversation  with  The  New  York 
Times,  where  they  repeat  detailed  damaging  allegations,  you  don't 
seem  to  be  real  interested  in  kind  of  putting  together  a  memo  or 
something  that's  going  to  enable  you  to  respond  to  the  press. 

Mr.  Gearan.  I  guess,  Mr.  Chertoff,  because  of  the  press  of  other 
business  on  my  plate,  because  of  the  other  legislative  issues  that 
the  President  was  working  on,  and  NAFTA  I  believe  was  up  in  the 
fall,  and  other  issues,  that  I  felt  the  best  use  of  my  time  was  to 
work  on  how  we  can  explain  and  communicate  the  President's 
agenda  because  Mr.  Lindsey  frankly  was  known  within  the  White 
House  as  being  that  person  to  speak  with,  to  get  the  information, 
I  thought  that  was  entirely  appropriate. 

Mr.  Chertoff.  But  you  nevertheless  took  copious  notes. 

Mr.  Gearan.  I  did. 

Mr.  Chertoff.  Now  as  you  move  down  the  page,  toward  the  bot- 
tom of  that  first  page 

Senator  Sarbanes.  Page  1? 

Mr.  Chertoff.  Page  1.  It  says,  "Allegation  BC  encouraged  mis- 
use of  Government  programs  or  at  least  a  cover-up."  At  that  point 
did  a  little  alarm  bell  go  off  with  you? 

Mr.  Gearan.  Mr.  Chertoff,  I  am  not  sure  I  can  add  too  much 
more  than  what  I  have  testified  in  terms  of  my  recollection  of  this, 
and  the  probable  reasons  for  that. 

Mr.  Chertoff.  Your  position  with  us  and  it  is  very  pertinent  to 
the  issue  of  your  testimony  before  the  Committee  in  1994,  that  this 
hadn't  popped  up  on  the  radar  screen  and  was  not  a  big  deal  to 
you.  At  least  someone  has  to  weigh  that  against  this  new  evidence, 
in  terms  of  seeing  whether  it  kind  of  fits. 

And  if  you  had  no  notes  or  a  page  of  notes  on  a  conversation,  it 
might  be  pretty  easy  to  understand  that  you  wouldn't  consider  that 
popping  up  on  the  radar  screen,  but  here,  given  the  October  14th 
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meeting  specifically  involved  a  discussion  that  there  were  going  to 
be  potentially  criminal  referrals  involving  Madison  and  White- 
water, the  fact  that  within  3  weeks  earlier  you  had  heard  there 
was  a  witness  who  was  trying  to  plead — you  know,  reach  a  plea 
bargain  by  making  allegations  regarding  Madison  and  Whitewater, 
it  is  hard  to  see  how  you  wouldn't  connect  these  things.  And  when 
you  went  on  October  14th,  you  wouldn't  immediately  key  into  the 
fact  that  you  had  been  hearing  about  this.  For  someone  whose  job 
is  communications,  this  is  what  we  are  trying  to  figure  out. 

Now  on  page  20293,  you  write  down 

Senator  Sarbanes.  Is  that  page  2  of  these  notes? 

Mr.  Chertoff.  Page  2  of  the  notes.  You  recount  what  Hale  says 
with  "Three  conversations  with  BC."  That's  Bill  Clinton;  right? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  That  much  detail  you  understood;  correct?  Then 
you  see  on  the  third  page,  that  Gerth  went  to  Arkansas  last  week, 
12  hours  of  interviews.  And  I  take  it  from  your  experience  you  un- 
derstood that  that  suggested  The  Times  was  treating  this  with  a 
certain  degree  of  seriousness;  right? 

Mr.  Gearan.  Yes.  I  was  certainly  aware  that  Mr.  Gerth  was  a 
respected  reporter. 

Mr.  Chertoff.  That  would  suggest  to  you  as  Communications 
Director,  this  is  something  you  ought  to  start  paying  attention  to; 
is  that  right? 

Mr.  Gearan.  Mr.  Chertoff,  again,  my  best  recollection  is  deriva- 
tive, I  guess  principally  because  of  how  Mr.  Lindsey  approached  it. 

Mr.  Chertoff.  If  your  view  of  this  September  meeting  was  that 
this  was  Lindsey's  problem,  why  were  you  the  one  who  responded 
to  questions  on  September  23rd  from  Steve  Engelberg  rather  than 
simply  kicking  it  over  to  Lindsey? 

Mr.  Gearan.  As  I  said,  increasingly  it  became  that.  Initially  I 
would  get  the  answers  from  him  and  report  back  to  the  reporters. 
It  became  increasingly  clear  to  me,  and  I  think  to  Mr.  Lindsey,  that 
it  was  easiest  for  reporters  to  call  him  directly,  or  he  would  call 
them  back  after  I  had  outlined  to  him  the  kinds  of  questions  that 
were  going  to  be  asked. 

Mr.  Chertoff.  But  as  of  the  October  14th  meeting  with  Ms. 
Jean  Hanson  from  Treasury,  you  were  still  attending  the  meetings; 
right?  And  you  were  taking  notes? 

Mr.  Gearan.  That  meeting  I  was  at  briefly,  yes. 

Mr.  Chertoff.  Did  you  miss  part  of  the  meeting? 

Mr.  Gearan.  Yes,  I  did. 

Mr.  Chertoff.  Then  after  that,  your  recollection  is  you  turned 
it  over  to  Lindsey? 

Mr.  Gearan.  My  recollection  is  that  increasingly  throughout  that 
period  of  time  in  the  fall,  he  became  the  principal  contact  for  most 
of  the  press. 

Mr.  Chertoff.  See,  but  that  doesn't  fit  with  your  earlier  testi- 
mony that  you  believed  that  this  long,  extensive  conversation  with 
Gerth  occurred  after  the  October  14th  meeting,  because  you  have 
just  told  us  your  memory  of  that  period  of  time  was  that,  as  time 
passed  later  into  the  fall,  you  had  less  and  less  to  do  with  it.  That's 
inconsistent  with  the  statement  that  somehow  your  heavy  meeting 
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with  Gerth,  your  2-hour  meeting  with  Gerth,  would  have  occurred 
later  in  the  fall  rather  than  earlier? 

Mr.  Gearan.  Let  me  try  to  explain.  My  belief  is  that  at  that  time 
I — my  recollection  of  this  period  of  time  is  that,  increasingly,  the 
day-to-day  press  contacts  and  the  more  detailed  questions  that 
were  coming  in  from  a  variety  of  different  reporters,  particularly  as 
we  moved  into  later  in  the  fall,  were  handled  by  Mr.  Lindsey. 

It  is  certainly  the  case  in  the  beginning  part  of  this,  I  would  get 
the  answers,  as  I  did  I  believe  with  Mr.  Engelberg,  and  then  call 
him,  which  I  think  I  did  directly  and  report  to  him  my  information 
was  from  Mr.  Lindsey,  in  all  of  this  material. 

Mr.  Chertoff.  So  that  given  your  testimony  here,  that  as  time 
went  on  you  were  less  involved,  it  doesn't  make  much  sense  that 
the  biggest  and  most  extensive  meeting  involving  this  issue  would 
have  occurred  later  in  the  fall,  after  October.  It  really  only  makes 
sense  it  would  have  occurred  earlier,  which  is  what  the  documents 
show. 

Mr.  Gearan.  And  I  have  no  reason,  as  I  said,  to  dispute  that.  I'm 
just  trying  to  say  that  when  this  came  on  my  radar  screen,  I  would 
not  have  placed  it  at  that  point.  That's  obviously  erroneous  because 
this  meeting  with  Mr.  Gerth  was  in  September. 

Mr.  Chertoff.  When  you  testified  under  oath  twice  within  9 
months  of  these  events  in  1994,  on  each  occasion,  you  affirmatively 
stated  that  the  October  14th  meeting  was  the  first  meeting;  right, 
the  first  discussion? 

Senator  Sarbanes.  One  of  the  first. 

Mr.  Chertoff.  Actually  I  think  that 

Senator  Sarbanes.  In  the  testimony  in  the  deposition  to  our 
Committee,  what  did  he  say? 

Mr.  Chertoff.  I  will  do  both  of  them. 

One  of  the  first  contacts  references  you  could  recall,  you  said  in 
the  deposition  to  the  Committee,  was  October  14th.  It  was  not  on 
your  radar  screen  at  this  point  in  time. 

You  were  earlier  asked  by  the  RTC  IG: 

Question:  When  were  you  first  made  aware  of  the  issues  surrounding  the  Madison 
Guaranty/Whitewater  matter? 

Answer:  I — The  first  recollection  I'd  give  would  be  the  meeting  that  I  attended  in 
October. 

Question:  When  was  that? 

Answer:  October  14th,  1993. 

That's  page  4;  right? 

Mr.  Gearan.  I  have  no  reason  to  dispute 

The  Chairman.  Let's  put  it  in  front  of  you.  Let's  go  over  it  slowly, 
each  one  of  them.  Do  you  see  it  there? 

Mr.  Gearan.  Yes,  sir. 

The  Chairman.  Why  don't  you  read  it.  "When  were  you  first" — 
start  from  the  top  question. 

Mr.  Gearan.  It  says: 

Question:  When  were  you  first  made  aware  of  the  issues  surrounding  the  Madison 
Guaranty/Whitewater  matter? 

Answer:  I — the  first  recollection  I'd  give  would  be  the  meeting  that  I  attended  in 
October. 

Answer:  When  was  that? 

Question:  October  14th,  1993. 
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Mr.  Chertoff.  That  is  what  you  said  in  your  testimony  to  the 
RTC? 

The  Chairman.  Continue,  go  on  down.  How  were  you  advised  of 
that  meeting? 

Mr.  Gearan.  It  says: 

Question:  How  were  you  advised  of  that  meeting? 

Answer:  It  was  on  my  schedule  that  day  and — to  go  to  a  meeting  in  Mr.  Nuss- 
baum's  office. 
Question:  Who  contacted  you? 
Answer:  Who  put  it  on  the  schedule?  My  assistant  Steven  Cohen. 

Mr.  Chertoff.  Let's  go  back  to  this  meeting  with  Jeff  Gerth 

Senator  Sarbanes.  Let's  do  the  deposition. 

Mr.  Chertoff.  I  think  we've  done  the  deposition. 

The  Chairman.  Let's  put  the  deposition  up,  page  24.  Ready? 

Mr.  Gearan.  It  says: 

Question:  You  don't  recall  anybody  in  the  room  having  any  type  of  reaction  to 
these  inquiries  at  all? 

Answer:  No.  Again  for  the  part  of  the  meeting  that  I  was  at,  these  are  the  notes 
that  I  took  because  they  were  questions  to  Treasury  and  about  an  RTC  matter.  This 
was  one  of  the  first  contacts,  I  thought,  references  that  I  can  recall  for  Whitewater. 
This  was  not  on  my  radar  screen,  Whitewater,  at  this  point  in  time.  So  I  don't  recall 
this  meeting  vividly  beyond  these  notes  in  the  Early  Bird  system. 

Mr.  Chertoff.  Now  let's  go  back  to  that  interview  with  Gerth 
in  September.  Move  to  page  20295,  you  have  page  2  at  the  top 
but — let's  keep  it  in  sequence,  down  toward  the  middle 

Mr.  Gearan.  I'm  sorry.  The  Bates  number  again  is? 

Mr.  Chertoff.  S  20295. 

Mr.  Gearan.  OK. 

Mr.  Chertoff.  In  the  middle  of  the  page,  "McDougal  also  told 
him  he  would  run  to  audit  in  S&L  had  to  get  loans  transactions 
out  of  there,  asked  for  a  list  of  assets."  Does  this  ring  a  bell? 

Mr.  Gearan.  No. 

Mr.  Chertoff.  Then  there  was  a  discussion  of  Castle  Sewer  and 
Water,  Steven  Smith  loan  to  Susan  McDougal.  I  mean,  you  had  a 
very 

Senator  Sarbanes.  What  page  are  we  reading  from  now? 

Mr.  Chertoff.  20295. 

Senator  Sarbanes.  Page  4? 

Mr.  Chertoff.  Page  2  at  the  top. 

The  Chairman.  Page  2  at  the  top  and  fourth  or  fifth  page  in,  95. 
Page  2  at  the  top. 

Senator  Sarbanes.  On  page  4  of  the  notes. 

The  Chairman.  Yes. 

Mr.  Chertoff.  You  were  keeping  a  very  detailed  account  of  what 
Mr.  Gerth  was  telling  you. 

Mr.  Gearan.  It  was  certainly  my  practice  to  write  down  informa- 
tion from  reporters,  and  the  questions  they  would  be  asking  the 
White  House. 

Mr.  Chertoff.  There  weren't  a  lot  of  question  marks  and  nota- 
tions that  you  didn't  understand  what  was  going  on;  right? 

Mr.  Gearan.  Well,  there  may  not  have  been  but  I  certainly 
wasn't — this  was  all  very  complex  to  me. 

Mr.  Chertoff.  Now  next  page,  20296,  it  has  a  little  3  at  the  top. 

Senator  Sarbanes.  This  is  page  5  of  the  notes? 
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Mr.  Chertoff.  They  are  not  numbered  sequentially  otherwise,  so 
I  think  the  best  I  can  do  is  20296  at  the  bottom.  In  the  middle  of 
the  page  it  says,  "Early  1986,  examiners  go  to  Madison  Guaranty." 
Now  Madison  Guaranty  came  up  in  your  October  14th  meeting 
with  Ms.  Hanson;  right? 

Mr.  Gearan.  The  question  of  the  referrals? 

Mr.  Chertoff.  Yes.  You  knew  what  Madison  Guaranty  was;  is 
that  right? 

Mr.  Gearan.  I  believe  I  had  heard  about  it,  yes.  Mr.  Chertoff,  I 
was  never  schooled  in  a  lot  of  this  detail. 

Mr.  Chertoff.  But  this  looks  to  me  like  a  schooling  process.  This 
is  the  problem 

Mr.  Gearan.  Well,  because  frankly- 


Mr.  Chertoff.  You  were  writing  down  what  is  really  a  compel- 
lingly  lucid  account  of  this 

Mr.  Gearan.  I  understand. 

Mr.  Chertoff.  — which  frankly  would  have  been  like  a  road  map 
a  year  ago  to  all  of  this.  And  yet  then  3  weeks  later,  you  are  acting 
as  if  you  are  completely  disinterested  and  ignorant  about  this.  That 
is  why  I  am  going  through  this  to  examine  the  level  of  detail  and 
comprehension  to  the  point  that  on  the  next  page,  you  actually  do 
a  little  diagram  here.  This  is  20297.  You  talk  about  the  appraisers 
inflating,  and  then  you  have  Madison  money  going  to  Hale,  puts 
into  this  SBIC,  and  then  you  have  loans  to  entities  that  Madison 
had  trouble  with.  I  mean,  we  could  have  used  this  chart  3  weeks 
ago.  It  is  a  beautiful — not 

Senator  Sarbanes.  Well,  we  had  the  Gerth  article  on  November 
2nd,  1993. 

Mr.  Chertoff.  My  point  is  you  knew  in  September  this  was  on 
your  radar  screen,  you  have  a  lengthy  exposition  of  it 

The  Chairman.  I  want  to  point  out,  Mr.  Gearan,  that  on  Novem- 
ber 2,  following  this  meeting  which  took  some  time,  there  was  an 
article  in  some  detail  2  weeks  prior  to  your  November  meeting,  so 
this  was  on  your  radar  screen.  Are  you  saying  that  that  wasn't  on 
your  radar  screen?  When  the  article  was  printed — I  haven't  seen 
the  November  2nd  article.  I  may  have  seen  it — but  indeed,  if  Mr. 
Gerth,  subsequent  to  the  September  meeting,  published  an  article 
on  November  2nd;  is  that  right? 

Mr.  Gearan.  My  understanding,  Mr.  Chairman,  is  that  the  arti- 
cle did  not  run  until  November. 

The  Chairman.  November  2nd;  is  that  right? 

Mr.  Gearan.  That's  my  understanding. 

The  Chairman.  Yes.  So  if  this  was  not  a  memorable  occasion, 
given  the  matters  and  the  detail  that  were  laid  before  you  with  Mr. 
Lindsey,  then  what  would  be  a  memorable  meeting? 

Mr.  Chertoff.  In  the  course  of  this  meeting,  wasn't  there  even 
discussion  about  Mr.  Foster's  death  and  some  question  about — I 
want  to  go  to  page — this  is  toward  the  end,  S  20309. 

Senator  Sarbanes.  20-what? 

Mr.  Chertoff.  20309. 

Senator  Sarbanes.  What  about  all  the  pages  in  between? 

Mr.  Chertoff.  I  am  going  to  do  all  the  pages  but  this  is  memo- 
rable stuff.  It  says,  "Believe  VF,"  Vincent  Foster,  "was  involved 
somehow,  knowing  they  were — had  done  work  for  JMcD."  Didn't 
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the  fact  that  Mr.  Foster  potentially  had  a  connection  with  Mr. 
McDougal  raise  a  red  flag  for  you  in  September,  which  was  2 
months  after  Foster  took  his  own  life? 

Mr.  Gearan.  Mr.  Chertoff,  I  don't  know  how  much  more  I  can 
add  to  this,  that  because  of  the  particular  meeting,  and  because 
Mr.  Lindsey  was  in  the  room,  and  because  I  knew  him  to  be  knowl- 
edgeable about  this,  and  I  suspect  from  his 

Mr.  Chertoff.  Did  you  know  Mr.  Foster? 

Mr.  Gearan.  Yes,  sir. 

Mr.  Chertoff.  Didn't  your  curiosity  get  piqued  by  the  thought 
that  Mr.  Foster — there  was  some  connection  between  Mr.  Foster 
and  work  from  McDougal  and  The  New  York  Times  was  going  to 
be  examining  this  or  looking  into  this? 

Mr.  Gearan.  It  was  quite  a  lengthy  and  frankly  very  complicated 
report  from  Mr.  Gerth,  and  because  of  its  complexity  and  because 
of  Mr.  Lindsey's  expertise,  that  is  my  recollection. 

Mr.  Chertoff.  What  does  that  say  there  by  where  it  says,  "Out 
to  POTUS  meeting"?  What  does  that  mean? 

Mr.  Gearan.  I  assume  I  had  to  go  to  a  meeting  with  the  Presi- 
dent and  I  left  the  meeting. 

Mr.  Chertoff.  It  says,  "Request  to  see  the  rest  of  the  notes." 
Where  does  that  come  from? 

Mr.  Gearan.  It  is  the  continuation  of  the — I  would  assume  the 
Gerth  meeting,  of  what  he  is  requesting. 

Mr.  Chertoff.  So  you  went  back  in  again? 

Mr.  Gearan.  That's  how  I  would  read  that,  yes. 

Mr.  Chertoff.  When  you  went  to  see  the  President  in  between 
the  first  part  of  the  meeting  and  the  second  part,  did  you  say,  "By 
the  way,  there  is  a  guy  in  here,  a  reporter  from  The  New  York 
Times,  who  says  there  are  allegations  you  were  involved  in  some 
kind  of  illegal  loan  activity?" 

Mr.  Gearan.  No,  I  don't  believe  I  did,  no. 

Mr.  Chertoff.  As  you  sat  there  in  your  meeting,  did  you  won- 
der, I  mean,  having  just  heard  pages  of  allegations,  did  you  won- 
der, did  any  kind  of  irony  strike  you? 

Mr.  Gearan.  I  don't  recall  that.  I  would  not  have  brought  it  up 
with  the  President  because,  of  course,  I  would  have  understood 
that  would  be  for  Mr.  Lindsey  to  do  because  he  was  most  able  to 
understand  and  to  ask  the  President  these  questions.  I  would  not 
have  understood  that  as  my 

Mr.  Chertoff.  But  then  you  made  a  point  of  going  back  in;  you 
didn't  just  tail  off;  you  actually  went  back  into  the  meeting? 

Mr.  Gearan.  To  the  Gerth  meeting? 

Mr.  Chertoff.  Yes. 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  If  it  wasn't  of  interest  and  too  confusing  and  Mr. 
Lindsey  was  the  one  handling  it  and  he  didn't  care,  why  did  you 
go  back  to  the  meeting? 

Mr.  Gearan.  I  understood  it  to  be  important  because  of  The  New 
York  Times  and  because  of  this  information  that  I  was  sitting  on 
and  to  assist  in  making  sure  that  what  the  particular  reporter  from 
The  New  York  Times  wanted,  that  we  have  listed  as  clearly  as  we 
could. 
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Mr.  Chertoff.  So  it  was  important  then?  I  am  trying  to  figure 
out,  it  is  either  unimportant  or  it  is  important.  Which  is  it? 

Mr.  Gearan.  Well,  certainly  The  New  York  Times  is  important. 
And  I  think  sitting  down  for  this  period  of  time  evidences  that.  The 
question  of  whether  it  came  on  my  so-called  radar  screen  or  not, 
it  would  not  have  in  this  period. 

Mr.  Chertoff.  I'm  going  to  continue  on  this  issue  of  memorable- 
ness.  I  want  to  go  back  on  this  issue  of  the  documents. 

You  told  us  that  you,  in  terms  of  your  dealings  with  the  White 
House,  you  had  taken  these  documents  inadvertently,  no  one  in  the 
White  House  evidently  was  taking  steps  to  make  sure  documents 
weren't  inadvertently  removed.  We  received  a  letter  on  February 
13th,  which  was  2  days  ago,  from  Ms.  Sherburne.  Mr.  Waldman, 
whose  name  came  up  in  your  notes,  wonderful  to  relate,  on  Feb- 
ruary 12th,  he  discovered  documents  in  the  course  of  an  office 
move.  Have  you  talked  to  Mr.  Waldman  about  his  recent  discovery 
of  documents  in  the — maybe  we  ought  to  move  everybody  and  we 
will  get  more  documents. 

Mr.  Gearan.  I  have  not  talked  to  Mr.  Waldman,  no. 

Mr.  Chertoff.  One  of  the  problems — and  for  this  I  think  this  is 
not — obviously  Mr.  Waldman  is  not  your  responsibility.  One  of  the 
problems,  Mr.  Gearan,  is  we  may  have  to  go  back  with  you  over 
these  things,  too. 

The  Chairman.  Excuse  me.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Can  we  put  up  the  note  of  the  chart  which  Mr. 
Chertoff  has  found  so  fascinating  from  your  notes?  Memorable. 

Mr.  Chertoff  said  I  wish  we  would  have  had  this  chart  last  week. 
It  is  really  useful.  Can  we  put  up  the  chart  of  Mr.  Lindsey's  notes 
which  we  have  had  for  4  months  in  this  Committee?  The  point 
being  that  Mr.  Gearan's  notes,  which  have  the  same  exact  chart  as 
Mr.  Lindsey's,  which  we  have  had  for  4  months  is  supposed  to  be 
some  new  and  important  information.  Is  there  any  distinction  be- 
tween what  you  have  said  and  what  Mr.  Lindsey  has  said  about 
what  Mr.  Gerth  was  telling  you  that  he  eventually  printed  2  years 
ago  in  The  New  York  Times? 

Mr.  Gearan.  I  have  not  reviewed  Mr.  Lindsey's  notes,  but  the 
chart  looks  similar. 

Mr.  Ben-Veniste.  The  notion  that  here  we  have  uncovered  this 
nugget  of  important  information,  this  chart  which  is  so  revealing 
of  what  happened  which  was  in  the  newspaper  story  2  years  ago, 
the  story  of  a  man  who  was  trying  to  make  a  deal  to  save  his  skin 
and  who  some  day  will  testify  somewhere  under  oath,  we  expect, 
but  now  your  chart  is  the  Rosetta  stone  for  this  Committee,  we  are 
led  to  believe.  This  is  the  important  nugget  of  information  we  have 
waited  for,  because  Lindsey's  chart,  I  think,  has  the  arrows  on — 
the  Madison  and  Hale  on  the  left  and  you  have  them  on  the  right. 

Senator  Sarbanes.  These  notes  were  what  Gerth  was  recounting 
that  he  had  heard  or  found  out;  is  that  right? 

Mr.  Gearan.  That's  right. 

Senator  Sarbanes.  Including  extensive  allegations  that  were 
made  by  David  Hale.  Now  the  very  article  said  about  Hale,  "In  an 
effort  to  win  leniency  from  prosecutors  on  the  eve  of  his  indictment, 
Mr.  Hale  offered  prosecutors  information  about  Mr.  Clinton  and 
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other  Arkansas  politicians."  You  had  no  idea  who  Mr.  Hale  was, 
did  you? 

Mr.  Gearan.  No. 

Senator  Sarbanes.  Did  Mr.  Lindsey  know  who  Mr.  Hale  was? 

Mr.  Gearan.  I  would  assume — at  what  period  of  time? 

Senator  Sarbanes.  You  are  assuming  he  knew  because  he  was 
from  Arkansas,  I  take  it? 

Mr.  Gearan.  Yes. 

Senator  Sarbanes.  So  these  notes  are  really  a  recounting  of  Mr. 
Hale's  allegations. 

Mr.  Gearan.  Seemingly,  as  told  to  Mr.  Gerth. 

Senator  Sarbanes.  As  communicated  to  Gerth,  or  at  least  a  large 
part  of  them;  is  that  correct? 

Mr.  Gearan.  I  think  that  is  the  appropriate  read  of  these. 

Senator  Sarbanes.  And  Gerth  went  through  these  things? 

Mr.  Gearan.  Yes.  All  of  this  information  would  be  from  Gerth. 

Senator  Sarbanes.  That  was  all  from  Mr.  Gerth.  Mr.  Gerth  was 
passing  on  what  he  had  gotten  from  Mr.  Hale  and  perhaps  others. 

Mr.  Gearan.  And  others,  yes. 

Senator  Sarbanes.  Then  at  the  end  of  it,  Mr.  Gerth  left  you-all 
with  some  questions;  is  that  how  it  went? 

Mr.  Gearan.  That's  how  I  would  read  this,  yes,  Senator. 

Mr.  Chairman.  Mr.  Chertoff. 

Mr.  CHERTOFF.  Now,  I  take  it  in  the  course  of  this  meeting  in 
1993  that  the  identity  of  a  project  known  as  Castle  Grande  or  Cas- 
tle Grande  became  known  to  you  through  what  Mr.  Gerth  was  tell- 
ing you;  right? 

Mr.  Gearan.  I'm  sorry.  What  page  are  you  on? 

Mr.  Chertoff.  I'm  now  on  20298. 

Mr.  Gearan.  And  your  question,  Mr.  Chertoff? 

Mr.  Chertoff.  Well,  in  the  middle  it  goes  "phone  call  from  JGT 
ask  meeting  with  him  and  BC  late  in  day  after  work  in  JGT  office, 
sales  office  for  Castle  Grand,  145th  Street."  You  wrote  down  "Cas- 
tle Grand."  Is  that  right? 

Mr.  Gearan.  That's  what  Mr.  Gerth  must  have  told  me. 

Mr.  Chertoff.  That  name  came  up  during  the  course  of  the  con- 
versation; right? 

Mr.  Gearan.  Yes,  that's  what  Mr.  Gerth  must  have  told  me. 

Mr.  Chertoff.  At  the  bottom  it  says,  "1984  BC  campaign  debt 
that  McDougal  helped  erase."  It  says,  "Betsey  Wright."  What  is 
that  word  after  "Betsey  Wright"? 

Mr.  Gearan.  I  believe  that  is  "confirmed." 

Mr.  Chertoff.  That  is  the  same  Betsey  Wright,  to  your  knowl- 
edge, that  came  up  in  the  discussion  early  the  next  year  in  January 
1994,  when  Mr.  Nussbaum  was  picking  up  an  example  of  someone 
where  there  might  be  some  indictments,  right,  same  person? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  Then  the  next  page,  20299 

Senator  Sarbanes.  Let's  be  fair  here.  Your  testimony,  as  I  under- 
stand it  this  morning,  was  that  Mr.  Nussbaum,  giving  extreme  ex- 
amples, made  reference  to  Betsey  Wright  in  that  context;  is  that 
correct,  that  it  was  not  a  serious  statement  that  she  was  going  to 
be  indicted? 
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Mr.  Gearan.  I  never  heard  any  serious  statement  of  him  laying 
out  any  factual  basis  for  Ms.  Wright  facing  any  charge. 

Mr.  Chertoff.  Was  there  a  Whitewater  group  actually,  formally 
known  within  the  White  House  as  a  Whitewater  group  or  the 
Whitewater  group  in  January  1994? 

Mr.  Gearan.  Well,  I  don't  know  if  it  was  formal,  but  Mr.  Ickes, 
I  understood  Mr.  Ickes  as  being  the  point  person  at  the  beginning 
of  January  in  1994  to  coordinate  this  effort.  That's  what 

Mr.  Chertoff.  Was  there  a  group  in  December  1993  that  formed 
before  Mr.  Ickes  arrived? 

Mr.  Gearan.  I  don't  recall  it.  In  December  1993? 

Mr.  Chertoff.  Yes.  Let's  focus  on  January  1994.  Mr.  Ickes  was 
the  leader  of  the  group  basically? 

Mr.  Gearan.  He  was  the  coordinator. 

Mr.  Chertoff.  You  attended  meetings  because  you  took  notes? 

Mr.  Gearan.  I  did. 

Mr.  Chertoff.  Did  Maggie  Williams  attend? 

Mr.  GEARAN.  I  don't  recall  Maggie  Williams  at  those  meetings. 

Mr.  Chertoff.  Did  Mr.  Nussbaum  attend? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  Mr.  Podesta? 

Mr.  Gearan.  In  this  period,  I  don't  know  if  he  was  in  these  meet- 
ings or  not. 

Mr.  Chertoff.  Later  he  took  it  over? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  Did  Mr.  Ickes  used  to  issue  memos  that  assigned 
tasks  for  particular  people  in  the  group? 

Mr.  Gearan.  I  was  just  shown  this  this  morning,  this  memo.  I 
had  not  recalled  this  memo  before. 

Mr.  Chertoff.  I  don't  know  what  "this"  is.  What  is  the  Bates 
number? 

Mr.  Gearan.  Your  staff  handed  me,  S  20760. 

Mr.  Chertoff.  20760.  This  came  within  the  last  couple  of  days 
when  Mr.  Waldman  discovered  documents  during  his  move.  It  is  to 
the  Whitewater  group  from  Harold  Ickes.  Do  you  recognize  this  as 
a  memorandum  that  was  prepared  by  Mr.  Ickes  on  a  regular  basis 
as  part  of  his  responsibilities? 

Mr.  Gearan.  No,  I  don't  recall  this  as  a  regular  basis. 

Mr.  Chertoff.  Did  you  recall  them  as  an  occasional? 

Mr.  Gearan.  I  don't  recall  this  document.  But  I  have  no  reason 
to  dispute  this  as  the  kind  of  thing  he  would — he  might  have  done. 

Mr.  Chertoff.  Do  you  know  if  the  MW  in  this  is  Michael 
Waldman? 

Mr.  Gearan.  I  don't,  but  that's  what  I  would  guess. 

Mr.  Chertoff.  Did  Mr.  Ickes  take  notes  during  the  meetings? 

Mr.  Gearan.  He  does  take  notes  from  time  to  time.  I  don't  recall 
him  at  these  meetings.  I  can't  recollect. 

Mr.  Chertoff.  Was  it  his  practice  to  take  notes  in  the  meetings? 

Mr.  Gearan.  He  takes  notes  at  different  meetings. 

Mr.  Chertoff.  That's  his  kind  of  routine;  right? 

Mr.  Gearan.  I  don't  know  what  his  routine  is,  to  be  honest  with 
you.  This 

Mr.  Chertoff.  In  your  observation,  so  far  as  you  are  aware. 

Mr.  Gearan.  At  this  point  in  time. 
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Mr.  Chertoff.  Was  he  keeping  notes  in  order  to  be  able  to  come 
up  and  summarize  what  the  assignments  were  for  the  Whitewater 
group? 

Mr.  Gearan.  I  don't  recall  that  he  did  take  notes  or  he  didn't, 
Mr.  Chertoff. 

Mr.  Chertoff.  You  remember  him  taking  notes  on  some  occa- 
sions; right? 

Mr.  Gearan.  During  the  past  2  years,  yes. 

Mr.  Chertoff.  With  respect  to  these  Whitewater  group  meet- 
ings; right? 

Mr.  Gearan.  No,  I  don't  remember  him  taking  notes  at  these 
meetings  or  not. 

Mr.  Chertoff.  You  don't  remember  one  way  or  the  other? 

Mr.  Gearan.  I  don't  recall. 

Mr.  Chertoff.  If  you  go  to  S  20761,  it  says  here,  "Research  issue 
of  whether  then-Governor  Clinton  used  political  or  other  pressure 
to  see  that  Madison  Guaranty  be  given  special  consideration. 
(Counsel,  "BL,"  that  would  be  Bruce  Lindsey,  "PB,"  Paul  Begala, 
"MW,"  Michael  Waldman,  "assigned  1/7.)"  What  was  your  under- 
standing of  how  that  kind  of  research  got  taken  care  of? 

Mr.  Gearan.  You  mean  how  they  did  it? 

Mr.  Chertoff.  Yes. 

Mr.  Gearan.  You  mean  what  sources  they  used? 

Mr.  Chertoff.  Yes. 

Mr.  Gearan.  I  don't  know  in  the  specific  instance  how  they 
would  have  done  it,  through  the  public  research  or  files  or  in  terms 
of  a  NEXUS  search.  I  don't  know. 

Mr.  Chertoff.  The  next  reference  says,  "Reference  in  178  press 
that  Chris  Wade,  Arkansas  realtor,  has  document  re  Whitewater, 
but  won't  release  unless  President  Clinton  asks  for  them  to  be  re- 
leased. (MW — assigned  1/8.)"  How  would  one  research  that  kind  of 
an  issue?  Were  people  being  sent  out  to  Arkansas  to  fact  gather  on 
this? 

Mr.  Gearan.  No,  I  have  no  knowledge. 

Mr.  Chertoff.  How  would  you  research  this? 

Mr.  Gearan.  I  don't  know.  I  didn't  assign  this.  Nor  was  I  tasked 
with  that.  I  don't  know  how  that  was  done  or  assigned  or  if  it  was 
concluded  or  not. 

Mr.  Chertoff.  I  just  want  to  go  down,  there  is  a  reference  to  a 
PG.  Who  would  PG  be? 

Mr.  Gearan.  I'm  sorry?  Where  are  you? 

Mr.  Chertoff.  Now  on  item  number  13  on  the  preceding  page. 
Who  would  PG  be? 

Senator  Sarbanes.  What  page? 

Mr.  Chertoff.  This  is  S  20760.  It  is  the  first  page  of  the  10  Jan- 
uary 1994  Memo. 

Mr.  Gearan.  I  don't  know.  Mr.  Chertoff,  I  don't  know  what  Har- 
old meant  specifically.  PG  could  be  Pat  Griffin,  who  is  Congres- 
sional Relations. 

Mr.  Chertoff.  Who  would  that  be? 

Mr.  Gearan.  Patrick  Griffin  with  Congressional  Relations,  given 
the  context  of  it. 

The  Chairman.  And  it  refers  to  Congressional  members. 

Mr.  Gearan.  That  would  be  my  guess. 
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Mr.  Chertoff.  Let  me  just  finish  up  with  your  memo  regarding 
your  discussion  with  Mr.  Gerth. 

The  Chairman.  Can  I  just  ask  one  thing?  Mr.  Gearan,  looking  at 
this  memo,  move  it  over  a  little  bit  please,  "To:  Whitewater 
group" — the  other  way.  "From:  Harold  Ickes,  Date:  10  January 
1994."  Here  you  have  almost  a  daily — it  is  a  daily  and  very  inten- 
sive kind  of  meeting  held  at,  you  tell  me.  Where  were  they  held 
during  that  week  of  January,  starting  on  the  4th  or  5th? 

Mr.  Gearan.  Principally  in  the  Ward  Room. 

The  Chairman.  Where  was  the  first  meeting  held? 

Mr.  Gearan.  Mr.  McLart/s  office,  I  think. 

The  Chairman.  Mack  McLarty,  who  was  he? 

Mr.  Gearan.  He  was  the  Chief  of  Staff. 

The  Chairman.  He  was  the  Chief  of  Staff.  So  this  is  an  impor- 
tant meeting.  Is  that  the  meeting  the  First  Lady  drops  in  at? 

Mr.  Gearan.  I  believe  that  was  the  first  meeting,  if  she  did  drop 
in  and  it  was  in  Mr.  McLarty's  office. 

The  Chairman.  And  we  have  Bernie  Nussbaum  there? 

Mr.  Gearan.  Yes,  sir. 

The  Chairman.  What  was  he  at  the  time? 

Mr.  Gearan.  The  President's  Counsel. 

The  Chairman.  The  President's  Counsel.  Chief  of  Staff  at  some 
point  in  time.  First  Lady.  Who  else? 

Mr.  Gearan.  Joel  Klein 

The  Chairman.  Who  was  he? 

Mr.  Gearan.  The  Deputy  Counsel. 

The  Chairman.  Deputy  Counsel.  Go  ahead. 

Mr.  Gearan.  Neil  Eggleston. 

The  Chairman.  Who  was  he? 

Mr.  Gearan.  He  was  an  Associate  Counsel. 

The  Chairman.  Go  ahead. 

Mr.  Gearan.  George  Stephanopoulos. 

The  Chairman.  Who  was  he? 

Mr.  Gearan.  He  was  a  Senior  Adviser  to  the  President. 

The  Chairman.  Who  else? 

Mr.  Gearan.  David  Gergen. 

The  Chairman.  Who  was  he? 

Mr.  Gearan.  He  was  Counselor  to  the  President.  That's  what  my 
notes  reflect. 

The  Chairman.  That's  on  the  4th.  On  the  5th,  where  is  the  next 
meeting  held?  By  the  way,  how  long  does  that  meeting  go,  do  you 
know  how  long? 

Mr.  Gearan.  I  can't  recall,  sir. 

The  Chairman.  That's  not  a  10-minute  meeting? 

Mr.  Gearan.  No. 

The  Chairman.  I  mean,  the  First  Lady,  at  some  point  toward  the 
end,  drops  in  and  she  stayed  for  about  20  minutes  or  so. 

Mr.  Gearan.  I  don't  recall  it  was  that  long.  I  don't  know  how 
long  the  long  meeting  was. 

The  Chairman.  How  long  were  some  of  those  meetings?  Did  they 
take  2  hours,  3  hours? 

Mr.  Gearan.  I  would  say  they  averaged,  the  Ward  Room,  maybe 
45  minutes. 

The  Chairman.  When  is  the  second  meeting?  That's  the  5th? 
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Mr.  Gearan.  It  is  the  5th.  I  don't  have  a  location  on  it.  I  don't 
recall  where  it  was. 

The  Chairman.  Same  basic  group  of  people? 

Mr.  Gearan.  Same  basic  group.  Mr.  McLarty  was  there.  So  I 
don't  know  if  that  means  it  was  in  his  office  or  not.  I  don't  recall. 

The  Chairman.  We  will  speak  to  some  of  these  other  people  and 
hopefully  get  their  accounts.  I  have  to  ask  a  question  publicly  to 
both  Counsels.  Given  the  information  that  we  have  requested, 
would  it  be  fair  to  assume  that  we  should  have  received  some  kind 
of  notice  or  to  conclude  that  we  would  get  some  kind  of  information 
from  some  other  members  of  the  White  House?  Of  course,  maybe 
they  didn't  keep  notes.  But  certainly  as  it  relates  to  their  schedules 
it  would  seem  to  me  that  might  be  something  given  the  number  of 
people,  we  could  probably  find  a  little  more  information. 

I  would  hope  that  we  might  be  able  to  do  so.  This  gives  us  a 
point  of  reference,  the  4th,  5th,  6th,  7th  and  these  people  who  at- 
tended. It  is  an  important  thing.  Then  you  have  the  meeting  on  the 
5th,  the  6th,  the  7th  and  we  go  through.  Now,  we  go  to  the  10th, 
"To:  Whitewater  group." 

Now  to  the  best  of  your  recollection,  did  you  receive  or  see  any- 
thing like  this  memorandum? 

Mr.  Gearan.  I  don't  recall  receiving  it,  Senator.  This  was  not  in 
my  files,  I  don't  believe. 

The  Chairman.  Tell  me  about  the  Whitewater  group,  when  was 
it  formed? 

Mr.  Gearan.  My  recollection  was,  as  I  said,  when  Mr.  Ickes 
joined  the  White  House  staff,  it  was  our  understanding  he  would 
be  the  principal  person  on  this.  It  was  right  at  the  beginning  of  his 
tenure  at  the  White  House. 

The  Chairman.  Wasn't  there  another  group  formed  earlier  to 
deal  with  the  question  of  Whitewater  and  the  Treasury  and  the  in- 
quiry that  the  Banking  Committee  was  undertaking  earlier  on  and 
the  statute  of  limitations  and  the  question  of  who  was  going  to  be 
involved? 

Mr.  Gearan.  I  don't  recall  that,  Senator.  I  guess — I  am  just 
trying 

The  Chairman.  Yes,  I  thought  there  was  testimony  that  there 
was  another  group  that  Mr.  Podesta  was  working  on  and  that  it 
predated  Mr.  Ickes.  I  was  wondering  if  you  were  aware  of  a  prior 
group. 

Mr.  Gearan.  I  think  Mr.  Podesta's  work  on  this  followed  this  pe- 
riod of  time. 

The  Chairman.  Anyone  else  work  with  him  on  that? 

Mr.  Gearan.  I'm  sorry?  Who  worked  with  him  on  it? 

The  Chairman.  Yes. 

Mr.  Gearan.  I  think  it  was  largely  the  Counsel's  Office. 

The  Chairman.  OK.  I'm  not  going  to  ask  you  to  speculate.  There 
were  others.  We  will  ask  them. 

Mr.  Gearan.  I  don't  mean  to  mislead  you  in  any  way. 

The  Chairman.  No,  I  understand. 

Mr.  Chertoff.  Mr.  Gearan,  let  me  turn  to  one  last  topic.  You 
were  aware,  I  take  it,  in  the  fall  of  1993  that  the  Small  Business 
Administration  was  being  asked  questions  by  the  media  concerning 
David  Hale  and  the  investigation  of  David  Hale;  right? 
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Mr.  Gearan.  There  was  this  memo  that  I — are  you  referring  to 
the  memo  from  the  Small  Business 

Mr.  Chertoff.  Well,  you  received  a  memo.  Let's  put  that  up.  It 
is  S  20448.  It  is  dated  December  2,  1993,  from  Kathy  McKiernan. 
Who  is  Kathy  McKiernan? 

Mr.  Gearan.  She's  a  Press  Assistant  in  the  Press  Office. 

Mr.  Chertoff.  It  was  to  Dee  Dee  and  you,  and  who  is  Arthur? 

Mr.  Gearan.  Arthur  is  Arthur  Jones,  who  was  the  Deputy  Press 
Secretary  at  the  time. 

Mr.  Chertoff.  It  says,  "Small  Business  Administration  Deputy 
General  Counsel  Marty  Techier  granted  an  on-camera  interview  to 
Alan  Frank  of  ABC  News  yesterday  for  a  story  ABC  is  preparing 
on  the  SBIC  and  its  role  in  the  Capital  Management/Whitewater 
Inc.  story.  A  summary  of  the  interview,  by  SBA  press  person  Janice 
Kearney,  is  attached."  Then  attached  at  Bates  numbers  20449  and 
20450  is  a  2-page  summary  of  the  interview  prepared  for  the  White 
House  Press  Assistant  by  the  SBA.  These  were  in  your  files;  right? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  You  produced  them  recently;  right? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  Was  it  the  practice  of  the  White  House  to  keep 
tabs  of  what  the  agencies  were  doing  in  terms  of  having  agency  of- 
ficials giving  interviews  to  the  news  on  Whitewater? 

Mr.  Gearan.  It  was  the  practice  of  the  White  House,  I  believe 
it  is  everyday,  to  have  a  conference  call  with  the  various  public  af- 
fairs agencies  to  assess  what  is  going  on  in  the  Departments  across 
the  whole  range  of  Administration  issues.  I  don't  know  in  what 
context  this  came  into  the  Press  Office,  whether  it  is  through  that 
conference  call,  but  it  is  certainly  the  practice  to  have  the  agencies 
keep  the  White  House  informed  of  what  is  going  on  in  their  agen- 
cies and  what  news  stories  are  being  worked  on. 

Mr.  Chertoff.  Did  this  liaison  function  fall  within  your  area  of 
responsibility? 

Mr.  Gearan.  Well,  this  was  run  by  the  Press  Office.  That 

Mr.  Chertoff.  That  was  under  you  as  the  Director  of  Commu- 
nications? 

Mr.  Gearan.  At  that  point,  it  was  under  mine. 

Mr.  Chertoff.  Do  you  know  about  a  situation  in  which  the 
White  House  in  September  1993,  made  efforts  to  influence  the  way 
the  Small  Business  Administration  characterized  Whitewater  or 
Mr.  Hale  in  news  accounts? 

Mr.  Gearan.  I  don't  believe  so. 

Mr.  Chertoff.  Let  me  put  up  a  document  we  have  seen  pre- 
viously, OIC  1030.  It  is  to  the  SAC,  Little  Rock.  It  is  an  FBI  docu- 
ment from  Supervisory  Special  Agent  Steven  Irons  regarding  a  con- 
versation the  writer  had  on  September  28th  with  an  attorney  for 
the  SBA  involving  David  Hale.  I  hasten  to  say  this  occurs  before 
the  December  interview  with  Mr.  Techier.  But  it  does  talk  about 
Mr.  Techier. 

It  goes  on  to  say  "writer,"  that  would  be  the  agent,  "mentioned 
the  media  reports  of  SBA  spokesman  Techler's  comments  concern- 
ing the  case  and  noted  Techier  was  not  helping  matters  by  stating 
certain  activities  were  not  criminal  in  nature  when  he  did  not  have 
all  the  facts.  Seay"  that's  the  SBA  lawyer  "advised  she  had  spoken 
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to  SB  A  in  Washington,  possibly  Mark  Stevens,  and  understood  offi- 
cials from  the  White  House  had  urged  SBA  to  make  such  a  charac- 
terization due  to  the  mention  of  Whitewater  Development  in  some 
news  accounts  and  White  House  desire  to  avoid  any  inference 
criminal  activity  could  have  occurred  in  relation  to  Whitewater  De- 
velopment and  Hale's  company."  What  do  you  know  about  this? 

Mr.  Gearan.  Nothing.  This  is  the  first  I  have  seen  of  this. 

Mr.  Chertoff.  Never  heard  of  any  efforts  by  White  House  com- 
munications officials  to  influence  the  way  in  which  the  agencies 
they  were  liaising  with  were  characterizing  matters  that  might 
touch  on  Whitewater? 

Mr.  Gearan.  I'm  not  aware  of  anything  in  this  matter,  I  don't  be- 
lieve. This  is  the  first  I  have  seen  of  it.  I  can't  go  beyond  that. 

Mr.  Chertoff.  But  at  least  you  are  aware  that  somewhere  with- 
in the  communications  apparatus  at  the  White  House,  they  were 
keeping  tabs  on  what  was  being  said  by  the  SBA  concerning 
Whitewater  because  we  have  this  memo  in  December;  right? 

Mr.  Gearan.  Well,  yes,  that  they  would  keep  the  White  House 
informed  of  news  stories,  as  was  their  practice,  yes. 

Mr.  Chertoff.  And  Ms.  McKiernan  informed  you  specifically 
about  it? 

Mr.  Gearan.  Yes. 

Mr.  Chertoff.  When  it  says,  "cc:  BL,  file:  Whitewater,"  whose 
writing  is  that? 

Mr.  Gearan.  That's  my  handwriting.  I  assume  I  asked  this  to  be 
copied  to  Bruce  Lindsey. 

Mr.  Chertoff.  You  were  keeping  a  Whitewater  file  as  of  this 
point? 

Mr.  Gearan.  As  of  December,  I  assume. 

Mr.  Chertoff.  I  think  my  time  is  up,  Mr.  Chairman. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Chairman,  I  want  to  address  an  issue 
that  is  increasingly  concerning  me,  and  I  do  it  because  I  just  re- 
ceived a  letter  yesterday  from  the  Vice  Chairman  of  the  Federal 
Deposit  Insurance  Corporation.  It  addresses,  I  think,  an  increasing 
tendency  on  the  part  of  at  least  some  Members  of  this  Committee 
and  staff  to  make  assertions  which  really  are  not  factually  correct 
but  which  can  then  injure  a  person  or  affect  their  reputation. 

At  the  hearing  on  January  31st,  Senator  Faircloth  said,  and  I  am 
now  quoting  from  the  transcript: 

What  I'm  getting  to,  and  I  can  get  there  real  quick.  We  are  still  going  with  these 
friends  of  Hillary.  We  appointed — I  opposed  Ricki  Tigert  for  FDIC  because  I  said 
it  was  going  to  be  right  back  where  we  are  today,  she  would  be  making  judgments 
on  Mrs.  Clinton,  which  is  exactly  where  we  are  with  the  RTC,  folded  into  the  FDIC. 
Ricki  Tigert  is  making  judgments  on  what  was  described  as  her  favorite  hanging- 
out  pal,  Mrs.  Clinton. 

Now,  I  don't  recall  being  here  when  that  was  said,  and  I  regret 
that,  because  it  is  just  factually  wrong.  I  have  received  a  letter 
from  the  Vice  Chairman  of  the  FDIC,  and  let  me  just  read  it: 
Dear  Senator  Sarbanes, 

I  understand  there  may  be  a  misunderstanding  regarding  the  responsibility  for 
decisions  at  the  Federal  Deposit  Insurance  Corporation  for  matters  arising  from 
Madison  Guaranty.  So  that  the  record  is  clear,  Chairman  Heifer  is  fully  recused 
from  all  matters  relating  to  President  and  Mrs.  Clinton,  including  Madison  Guar- 
anty. A  copy  of  the  Chairman's  recusal  is  enclosed.  As  Vice  Chairman,  it  has  been, 
continues  to  be,  and  will  be  in  the  future  my  responsibility  to  ensure  that  these 
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matters  are  handled  appropriately  by  the  FDIC.  Thank  you  for  this  opportunity  to 
clarify  the  record. 

Sincerely, 

Andrew  C.  Hove,  Jr.,  Vice  Chairman. 

Mr.  Chairman,  the  reason  this  is  of  extra  concern  is  because  this 
was  the  Committee — well,  the  Banking  Committee  of  which  all  its 
Members  are  here — that  confirmed  Ricki  Tigert  to  be  the  Chair- 
person of  the  FDIC,  as  you  will  recall.  In  that  confirmation  pro- 
ceeding, there  was  some  discussion  of  this  issue,  and  she  gave  a 
recusal  statement. 

Let  me  just  quote  that: 

In  order  to  avoid  any  appearance  of  conflict  of  interest  or  loss  of  impartiality  in 
connection  with  any  investigation,  inquiry  or  determination  concerning  President  or 
Mrs.  Clinton  in  their  personal  capacities  currently  or  hereafter  pending  before  the 
Federal  Deposit  Insurance  Corporation,  I,  Ricki  Rhodarmer  Tigert,  will,  if  confirmed 
by  the  U.S.  Senate  to  the  Office  of  Chairperson  of  the  Federal  Deposit  Insurance 
Corporation,  recuse  myself  immediately  from  participation  in  any  such  investiga- 
tion, inquiry  or  determination. 

Now  in  light  of  this  record,  the  recusal  statement,  which  actually 
was  filed  with  this  Committee,  which  was  the  one  that  confirmed 
her,  and  I'm  glad  this  matter  was  brought  to  my  attention,  but  to 
have  statements  that  went  on  the  record  saying  that  we  are  "going 
to  be  right  back  where  we  are  today.  She  would  be  making  judg- 
ments on  Ms.  Clinton,  which  is  exactly  where  we  are  with  the  RTC 
folded  into  the  FDIC.  Ricki  Tigert  is  making  judgments  on  what 
was  described  as  her  favorite  hanging  out  pal,  Mrs.  Clinton."  That 
is  absolutely  not  the  case.  It  is  a  clear  example  in  my  view  of  really 
abusing  a  person  and  abusing  their  reputation. 

I  want  to  include  in  the  record  this  statement  from  the  hearing 
of  January  3 1st,  of  the  letter  I  have  received  from  the  Vice  Chair- 
man of  the  Federal  Deposit  Insurance  Corporation  to  which  is  at- 
tached the  recusal  statement  made  by  Ricki  Tigert  on  February  7, 
1994. 

The  Chairman.  So  ordered  to  be  included  in  the  record. 

Senator  Sarbanes.  An  outrage. 

The  Chairman.  I  would  ask  that  the  letter  of  February  13th  be 
put  in  the  record.  I  find  it  deeply  distressing  that  I  just  saw  this 
letter  for  the  first  time,  literally  minutes  ago  when  Counsel  re- 
ferred to  it.  This  is  a  letter — and  I  do  not  want  to  impute  this  to 
the  Special  Counsel,  Jane  Sherburne.  I  want  that  to  be  understood, 
but  it  certainly  is  distressing  that  at  this  late  date  we  get  informa- 
tion that  obviously  concerns  Whitewater  and  the  first  memoran- 
dum that  I  see  on  top  says,  "To:  Whitewater  group,  From:  Harold 
Ickes,  Date:  10  January  1994,  Re:  Assignments."  I  have  to  tell  you, 
that  wasn't  a  small  group. 

I  ask  Counsel  and  our  staff,  as  best  you  can  recall,  have  we  re- 
ceived any  memorandum  from  any  of  the  other  members  of  the 
White  House  or  the  White  House  group  that  looks  like  this  memo- 
randum? 

Mr.  Chertoff.  Other  than  the  two  copies  we  received  with  the 
submission  we  got  in  the  last  couple  of  days,  my  best  understand- 
ing is  we  have  not  seen  documents  like  this. 

The  Chairman.  Up  until? 

Mr.  Chertoff.  Two  days  ago. 
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The  Chairman.  If  you  have  a  group,  and  we  will  find  out  how 
big  this  group  was,  why  wasn't  this  produced  sooner?  I  can  under- 
stand if  one  member  of  the  group  doesn't  produce  it.  But  did  every- 
one lose  this? 

Now,  we  will  probably  have  someone  come  in  and  say  the  group 
consisted  of  two  people  or  maybe  one  person.  This  is  incredible  and 
not  acceptable.  How  can  we  be  accused  of  dilatory  tactics,  when, 
very  candidly,  this  information  that  we  requested  should  have  been 
made  available,  here,  'To:  Whitewater  group,  From:  Harold  Ickes." 
Let  me  inform  you  that  we  have  requested  Mr.  Ickes  for  next  week. 
We  have  a  great  reason  for  calling  him 

Senator  Sarbanes.  Mr.  Chairman 

The  Chairman.  Let  me  finish.  Now,  we  have  requested  him.  We 
haven't  subpoenaed  him  to  come  in  next  week.  I  understand  his 
counsel  has  indicated  to  us  that  he  has  a  deposition  on  that  par- 
ticular day.  We  try  to  be  accommodating.  And  we  said  we  aren't 
going  to  vote  out  subpoenas  unless  they  were  necessary.  We  are 
going  to  continue  to  do  so.  But  I  would  think  that  the  work  of  this 
Committee  is  such  that  the  deposition  should  be  put  off  and  that 
Mr.  Ickes,  given  the  information  that  has  been  developed  within 
the  past  several  days,  make  himself  available.  If  he  doesn't  make 
himself  available,  do  we  have  to  subpoena  him  in? 

Now  if  you  want  to  say  that  this  isn't  important  and  his  testi- 
mony isn't  important  and  relevant,  that  may  be  one  thing.  I  believe 
the  record  clearly  indicates  and  substantiates  that  it  is  important. 
So,  I  am  not  happy  that  some  of  these  things  are  painstaking.  I  am 
happy  that  the  information  is  produced  later  rather  than  never. 

I  must  say,  Mr.  Gearan,  you  are  in  a  very  tough  position,  and 
I  recognize  that.  I  recognize  given  the  sensitivity  of  the  meetings, 
the  intensity  of  the  dialogue,  et  cetera,  and  your  position  that  it  is 
not  easy.  I  understand  that.  If  at  times  I  find  some  of  the  responses 
less  than  completely  responsive,  I  think  that  you  would  feel  the 
same  way  given  the  circumstances.  I  am  not  passing  judgment.  I 
think  you  are  in  a  difficult  position  given  your  circumstances. 

I  have  to  say,  again,  to  you  and  to  your  counsel  we  certainly  pre- 
fer getting  these  things.  There  is  no  doubt  in  my  mind  we  are  going 
to  get  more.  No  doubt.  Because  just  as  the  information  that  you 
have  provided  gives  us  other  relevant  facts,  some  that  you  may 
have  been  aware  of,  and  some  that  you  were  not  aware  of,  we  will 
continue  to  follow  upon  this.  As  others  see  this  develop,  they  may 
become  more  candid  with  Congress  and  this  Committee's  work,  and 
be  more  forthcoming. 

It  is  one  thing  to  say  something  when  there  is  no  evidence  or  wit- 
nesses to  contradict  the  statement.  It  is  quite  another  thing  when 
information  begins  to  develop.  I  think  that  is  what  is  beginning  to 
take  place  here  with  greater  frequency. 

I  do  not  mean  to  attribute  that  to  anyone  specifically  or  to  the 
witness  today.  Again,  I  recognize  that  you  are  in  a  tough  position. 
I  think  that  the  contents  of  your  notes  are  very  revealing. 

Now  some  people  may,  and  it  appears  to  me  that  there  are  some 
spokespeople  who  make  rather  strange  interpretations,  not  just  of 
this  document,  but  repeatedly,  "vacuum"  doesn't  mean  vacuum, 
"close  the  door"  doesn't  mean  close  the  door  and  so  on.  This  is  not 
the  first  time  and  it  is  not  only  with  respect  to  your  notes.  That's 
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what  upsets  some  of  the  Members,  and  I  think  they  feel  that  they 
are  being  trifled  with  and  that  certain  persons  are  not  being  forth- 
coming. 

Again,  I  also  want  to  say  to  Ms.  Sherburne,  because  she  has  a 
job  and  she  can  only  produce  what  people  give  her.  She  can  go  back 
and  circulate  memos  but  people  still  may  not  be  forthcoming.  I 
have  to  tell  you  if  this  is  a  member  of  the  group,  and  I  happen  to 
know  that  from  past  testimony  and  we  can  search  the  record,  there 
were  other  members  of  the  group.  What  happened  to  their  memos? 
Did  they  throw  them  out?  Disregard  the  requests  of  this  Committee 
and  the  Special  Prosecutor?  Those  are  the  questions  that  reason- 
able people  would  ask.  And  I  raise  it.  I  find  this  document  very  dis- 
tressing today.  It  is  not  one  attributable  to  you. 

I  have  to  tell  you  something  else,  Mr.  Gearan.  I  might  have 
found  some  of  your  answers  not  responsive.  Aside  from  that,  I  be- 
lieve you  when  you  said  you  didn't  receive  this  memo.  But  I  also 
believe  a  substantial  number  received  this  kind  of  information  and 
other  information,  and  it  has  not  been  produced  to  this  Committee. 

Now  as  it  relates  to  Mr.  Ickes,  I  have  to  say  that  he  has  to  make 
a  determination  whether  he  and  his  attorney  want  to  come  in  this 
week.  I  think  we  scheduled  him  for  Thursday.  If  he  doesn't  want 
to  come  in,  we  will  meet  Tuesday.  I  recommend  to  vote  a  subpoena 
to  require  his  appearance.  But  we  will  leave  that  to  him.  He  must 
make  the  call. 

I  thank  you  for  your  appearance  today. 

Mr.  Gearan.  Mr.  Chairman,  if  I  might.  I  appreciate  those  closing 
remarks  about  my  efforts  here.  I  would  just  like  to  reiterate  that 
I  have  done  my  level  best  before  this  Committee  in  my  depositions 
and  in  my  testimony  twice  and  to  the  Banking  Committee  and  to 
the  other  authorities  to  recall  as  best  as  I  can.  I  don't  want  to  add 
to  the  confusion  that  already  exists  around  this  issue.  I  just  want 
to  help  you  in  your  efforts  and  anyone  else  to  recall  as  best  I  can, 
while  it  may  be  limited,  which  I  can  appreciate  your  view  on  that. 
I  am  just  trying  to  present  it  as  best  and  as  completely  as  I  pos- 
sibly can. 

The  Chairman.  Thank  you  for  your  cooperation.  Thank  you  for    ^ 
being  here.  ^ 

This  Committee  stands  in  recess  until  Tuesday. 

Senator  Sarbanes.  Aren't  we  going  to  do  our  other  panel? 

The  Chairman.  No. 

Senator  Sarbanes.  Those  people  have  been  here  all  day. 

The  Chairman.  Well,  we  advised  them  at  our  noon  break  that  it 
would  be  doubtful  if  we  would  take  on  another  panel.  One  witness 
would  require  at  least  2  hours.  It  goes  beyond  examining  the  ques- 
tion of  who  was  in  the  document  room  and  who  wasn't.  We  have 
advised  them,  one  of  their  counsels  indicated  rather  strongly  that 
he  wanted  to  proceed.  We  have  indicated  to  him  that  we  were  not — 
it's  a  quarter  to  6:00.  We  started  at  10:00  a.m.  We  took  a  little 
more  than  an  hour  break.  They  will  be  scheduled,  if  possible,  for 
this  week,  and  we  will  resume  Tuesday  at  10:30  a.m. 

Senator  SARBANES.  Are  they  going  to  be  heard  on  Tuesday? 

The  Chairman.  I  believe  we  are  attempting  to  work  out  a  sched- 
ule with  Ms.  Susan  Thomases,  and  with  Wooten  Epes,  who  is  the 
former  Director  of  the  Arkansas  Development  Finance  Authority — 
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they  would  probably  come  in  Wednesday.  Mr.  Ickes  is  scheduled  for 
Thursday. 

Senator  Sarbanes.  Who  is  scheduled  for  Wednesday? 

The  Chairman.  We  are  attempting  to  work  that  out,  given  the 
fact  that  we  have  two  witnesses,  Ms.  Thomases,  we  are  going  to  see 
if  she  can  come  in  sometime  during  the  week,  and  Mr.  Ickes,  who 
has  just,  as  of  this  afternoon  or  sometime  today  advised  us  through 
his  attorney  that  his  attorney  had  a  deposition. 

That  happens  to  be  the  problem.  If  necessary,  we  will  bring  Mal- 
lard and  Wooten  Epes  in  Tuesday  or  Wednesday.  But  obviously 
this  depends  on  the  schedules  of  the  people  involved.  Again,  in 
order  to  accommodate  and  be  reasonable,  we  have  not  sent  out 
summonses  for  a  specific  date.  So,  we  will  convene  Tuesday,  10:30 
a.m.,  subject  to  the  witnesses'  availability. 

Now  if  Mr.  Ickes  and  his  attorney  can't  make  it  that  day,  but 
they  can  make  it  another  date  or  make  it  on  Wednesday  instead 
of  Thursday,  we  will  try  to  work  that  out.  Obviously,  he  is  impor- 
tant and  we  look  forward  to  his  testimony.  We  would  like  to  do  it 
in  a  manner  that  accommodates  reasonably  the  professional  sched- 
ules of  his  attorney  and  the  work  of  the  Committee. 

Senator  Sarbanes.  We  have  raised  the  issue  of  the  subpoena  to 
Hale.  I  take  it  we  would  be  ready  to  go  ahead  with  that? 

The  Chairman.  We  will  take  that  issue  up.  Counsels  will  discuss 
that.  It  would  be  helpful  for  Mr.  Hale  to  appear. 

Senator  Sarbanes.  This  is  for  documents,  not  for  Hale.  Not  Hale 
as  a  witness.  Hale's  documents. 

The  Chairman.  Sure.  Our  Counsels  will  discuss  the  various  ram- 
ifications of  the  proposal  submitted,  I  believe,  the  day  before  yes- 
terday. Mr.  Chertoff  will  discuss  it  and  we  will  make  a  decision  by 
tomorrow. 

Senator  Sarbanes.  Is  it  a  possibility  that  neither  the  witnesses 
who  were  going  to  be  heard  today  will  be  heard,  that  it  won't  be 
necessary? 

The  Chairman.  No.  One  of  the  witnesses  is  absolutely  essential. 
I  think  it  is  Mrs.  Clinton's  scheduler.  We  will  bring  her  in  here. 

Senator  Sarbanes.  How  about  the  other  lady? 

The  Chairman.  I'm  not  certain.  We  might  be  able  to  by  way  of 
deposition.  We  may  be  able  to  put  the  depositions  in  the  record. 

Senator  Sarbanes.  I  looked  at  that  deposition  and  I  have  to  tell 
you  I  didn't  really  see  why  she  was  being  brought  as  a  witness. 

The  Chairman.  Counsel  tells  me  he  doesn't  believe  it  will  be  nec- 
essary to  bring  in  Ms.  Feinman,  the  deposition  could  cover  that. 

Senator  Sarbanes.  That's  what  I  thought. 

The  Chairman.  We  will  summarize  the  deposition,  it  will  take  us 
10  minutes  to  put  it  in. 

We  stand  in  recess. 

[Whereupon,  at  5:55  p.m.,  the  hearing  was  adjourned,  to  recon- 
/ene  at  10:30  a.m.,  on  Tuesday,  February  20,  1996.] 

[Appendix  supplied  for  the  record  follows:] 
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Preferred  Stock 


At  the  suggestion  of  Michael  I Waldman,  I  have  done  some  research 
on  the  issuance  of  preferred! stock  by  SfiL's  in  the  early  1980's. 
Several  media  accounts  have  portrayed  the  198S  plan  to  have 
dison  Guaranty  issue  preferred! stock  as  somehow  "novel' 
ique."  That  is  far  from  the  case: 

I    I 
Authority  to  Issue  Preferred  Stock  Grantad  ia  1979  ./The 
American  BSdEBX  muuiLtKi  in'AuuuaL  of  1979  that  reoerally 
insured  StL's  have  had  the  authority  to  issue  preferred! 
stock  since  1975. 


n 


A  tlSSisiM   SSL   Got  FHX3B  Approval  for  Preferred  Stock  iaj  tha 

T979. In  August,  1979,  the  American  Banker  reported  that  a 

Florida  savings  and  loan  association  became  the  first 

Federal  S*L  to  issue  preferred  stock  as  the  result  of  a 

ruling  by  the  Federal  Home  Loan  Bank  Board.  \ j 

A  Bank  in  Mississippi  Issued  Prafarrad  StocJc  as  Part  of  a 
Successful  Raorganiratioa  that  Received— Jlational 
Recognition.   In  February  6,  1980,  the-jluairican  Bankax 
reported  that  a  S&L  in  Mississippi  was  re'OapitaKzed  under  = 
preferred  stock  plan  that  received  the  apprbval  o&^the 
.  .ississippi  Commissioner  of  Savings  Associations  anc 
favorable  responses  from  the  Securities  and  Exchange 
Commits ibo  and  the  Federal  Home  Loan  Bank  Board.  "AfterXthe 
recapitalisation,  it  made  substantial  progress  rebuilding 
and  reported  profits  in  excess  of  $2,000,000.00  ia  1979. \  Cn 
September  ML  ISS0,  the  merger  and  its  use  of  preferred  ' 
stock  received^a  "detailed  and  favorable  profile  j/n  American 
Banker. 


Al  Major  California  'Ban  Mergax^_ia  1980  XnvoJj7a"d  Prafarrad 
Stock.   On  August  27,^X980,  theTniw  ?ui.3r~TiiaBs  reported  that 
the  Golden  West  FinanciaivCorporation,  a  savings  and/loan 
holding  company  based  in  Oakland,  California  agreec  to 
ac,guire  the  Westdale  Savings  "ahd^oan  Associajiion,  Los 
les  in  a  scheme  involving  the  is"5ii3nc2""0E  preferred 


An 


kV-  The  bank  merger  involved  over  100  thrift  branches. 
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Large  Banks  Began  Issuing  Preferred  Stock  ia  1982.  In 
November  of  1982,  City  Federal  Savings  and  Loan 
Association,  the  largest  depository  institution  in  New 
Jersey,  announced  olans  to  offer  2,000,000  3harea i  of 
cumulative  convertible  preferred  stock  througn  art~-\ 
underwriting  syndicate  led  by  Morgan  Stanley. 


1 


Use  of  Praf arzad  Stock  Rot  Confinad  to  the  Business  Pipers. 
On  September  13,  1983,  the  Christian  Sciasca  Monitor  ran  a 
story  titled  "How  Banking  Barriers  are  Coming  Down"  that 
discussed  the  use  of  preferred  stock  in  bank  mergers. 

I    | 
Fadaral  Regulators  Acknowledged  that  the  Issuance  of 
Preferred  Stock  was  Common  in  1984.   In  April,  198S,  th_e 
federal  Home  Loan  Bank  3oard  which  was  operating  rsLIC  i 
amended  its  regulations [on  the  issuance  and  use  of   /  | 
subordinated  debt  securities  by  federally  insured  savings 

Jjoana Tn  t-h»  nmu  rm(pi l  af  inn* .    rfn»  FHLaB  agecjrfj  ca '  ]  y 

said  that  many  SiL's  had  begun  to  issue  preferred  stock: 
"The  Board  is  aware  that  during  the  past  year  many 
institutions  have  issued  subordinated  debt  to  "limited  | 
purpose"  finance  subsidiaries  which  obtained  the  funds  to 
wiiuhaaa  the  subordinated  debt  by  issuing — prafarrad  stock 
to  independent  third  parties."    The  FHLBB  rule  on\ 
subordinated  debt  was  first  published  on  December  5,  1984. 

\  I 
By  1984,  the  Use  of  Preferred  Stock  by  Thrifts  Was  Widely 
Discussed  in  the  Banking  and  Legal  Press.   For  example,  a 
December  1984  article  in  Legal  Times,  "Offerings  Provide 
Thrift  Financing  Alternatives,"  anal yae*a~~she^ use  of 
f erred  stock  by  thrifts  in  the  earfy~~-i380' 


Regulators  Expressly  Authorized  the  Issuances  of 
ed  Stock  by  Finance  Subsidiaries  in  1984. x  On  July 
12,Nv98s4xthe  FHL3B  issued  regulations  authorizing  a  \ 
federal  y^chartered  savings  and  loan  association  or  savings 
bank  toNistablish  a  subsidiary  "whose  sole  purpose  is  to 
iksue  debbspr^equity  securities  that  the  association  is  \ 
authorized  tOc  issue  directly  .  .  .  and  to  remit  the  net 
proceeds  of  suBh  is^suance  to  the  association.  .  /  . "  (49/ 
Fed.  Reg.  29,357X198"! 


In  1983  and  1984,  Federal  Re 


i-nrT    7nr. 


xxrraged   SubsidiJ 


azy 


Preferred  Offerings  Under  Certain   Circumstances.      See/ 
opinion  letters  by  FHLBB  "General   Counsel  Nonnan  H.  Jtaiden 
dated  Dec.    12,    1983,    and  March^23,    1984    (responsibilities 
FSLIC  as   receiver  of   failed   insur^-~ui3_Ll£u£-ion)  ;    49   Fed. 
eo>v29,    357    (1984)     (new   FHLBB  xegulations  on   finance 
suBs-idiaries)  . 
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ludge  expects 
to  ike  indicted 
in  SBA  loans 

BY  JONATHAN  GROVES 

fty<TKW  WWW 


1    Pulaski  County  Municipal 
Judge:  David  Hale  uye  he  ex* 
pecti  to  be  Indicted  on  federal 
charges  this  week. 
And  he  taid  be  blames  part 

_of  nisi  problems  on  bad  loans 
made  in  the  1980*  to  groups  that 
Included  the  president  ot  the 
United  Statei  and  the  governor 


1979,  mid  51  expect!  to  be  in? 
dieted  for  allegedly  misrepre- 
tenting  usee  for  loani  made  by 
Capital  Management  Service 
Inc  a  imall  Suaineae  invest- 
ment  company  licensed  to  make 
Small  Buainei  s  Administration 

loans. 

Be  provided  no  ipeciflci 

about  the  expected  Indictment 

end  taid  it  Is  a  •operate  matter 

See  HAH  Page  10A 
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Telephone  Log  for  6EAAA.S,  XARX 
New  Calls 


Page  >:   1 


09/23/93 
H:42  AM 


D 


J 


ENGELBERG,  STEVE 
MYT 

Ph  /: (202)  862-0401 
Horn*: 
,+other 
Car: 
ax: 


RE:  was  upset  because  you -trad  not  called 
him  back.  He  is  taxing  up  the  Jeff  Girth 
story.   Said  "We  might  have  to  say  the 
WH  would  not  return  calls*lst  ell  10am 


TaXen   By:    CHAD 
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Office  of  Thrift  Supervision 

Department  of  the  Treasury 


1700  G  Street.  N.W..  Washington.  D.C  20552  •  (202)  9O6-AX0 


February  9,  1996 


BYHAND 


Robert  J.  Giuflfra,  Jr. 

Chief  Counsel 

Committee  on  Banking,  Housing,  and  Urban  Affairs 

United  States  Senate 

Washington,  DC.  20510-6075 

Dear  Mr.  Giuffra: 

Yesterday,  Steven  P.  Paar,  an  examiner  in  the  Little  Rock  field  office  of  the  Office  of  Thrift 
Supervision  ("OTS"),  found  some  additional  documents  relating  to  Madison  Guaranty  Savings  and 
Loan  Association  ("Madison  Guaranty")  and  promptly  forwarded  them  to  me.  They  include  status 
reports  relating  to  "problem  institutions"  from  the  1984  to  1986  period.  Mr.  Paar  was  searching  for 
a  folder  on  investment  securities  and  found  the  documents  in  a  box  primarily  containing  non- 
mstrtution  specific  examination  information.  I  am  enclosing  copies  of  the  pages  of  these  reports 
relating  to  Madison  Guaranty  along  with  a  memorandum  dated  February  8,  1996  from  Mr.  Paar* 
explaining  in  more  detail  how  and  when  they  were  discovered.  In  addition,  Mr.  Paar  yesterday 
found,  in  the  same  box  of  documents,  some  time  sheets  indicating  time  expended  related  to  the 
supervision  of  Madison  Guaranty,  which  I  have  also  enclosed.  Mr.  Paar  estimates  that  the  Madison 
Guaranty  related  documents  he  found  constitute  less  than  one  percent  of  the  contents  of  the  box  in 
which  he  found  them. 

Enclosed  with  these  documents  is  a  receipt  that  I  ask  be  signed  by  an  appropriate  person  and 
returned  to  me.  If  you  have  any  questions,  please  call  me  at  202-906-6844. 


David  H.  Enzd 
Special  Counsel 


Enclosures 


cc:     Lance  Cole 

Deputy  Minority  Special  Counsel 
(w/o  enclosures) 
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Office  of  Thrift  Supervision 

Department  of  the  Treasury 


VIZ  Weit  Jonn  Cjromtr  Frecwv.  F  0   Bo«  0190" 
DalUi- FortJW^tn.  V.i  T;:6l-J02T  •  i  II4)  ISl-ICCC 


Muiuejc  Region 


J«ni«U    A'tA^>Uy. 


David  H.knzel 
S pec i ai^Couna e 1 

Ste*en   P.    Paa 

Examiner  V  -  Little  Rock 

February  8,  1996 

Madison  Guaranty  Savings  and  Loan  Association 
Little  Rock.  Arkansas 

OTS  No.  07601 

Status  Reports 

as  I  informed  you  earlier  today  over  the  telephone.  I  found  some  additional 
documents  this  morning  in  the  Little  Rock  Field  Office  relative  to  Madison 
Guaranty  Savings  and  Loan  Association  (Madison  Guaranty  .  The  documents  are 
entitled  Status  Report  and  are  enclosed  in  this  mailing.  Actually,  these  are 
the  reports  I  referred  to  as  monitoring  reports  in  my  Senate  Banking  Comalstee 
interview  on  January  23,  1996.  The  documents  have  somewhat  refreshed  my  memory 
on  the  monitoring  practices  in  the  Little  Rock  Area  Office  in  1985  when'  I  became 
a  field  manager.  It  vas  the  Little  Rock  Area  Office's  practice  for  each  field 
manager  vto  complete  monthly  status  reports  for  each  identified  problem 
itlco  in  his  caseload  of  institutions.  /      / 

•ly^apologire  for  any  inconvenience  or  embarrassment  the  late  discovery 
\documents  may  cause  you  and/or  others   at  the  Office  of  Thrift 


lnsti 


=  - 


I  since 
of  these 

Supervision  and/or  Department  of  the  Treasury.  I  ^foond  the  documents  while 
searching  fb*  a  folder  on  Investment  securities.  The  documents  were  pn»vinimiv 
overlooked  ln\searches  of  the  Little  Rock  Field  OfflCS  tor  Madison  Guaranty 
related  documents  due  to  my  failure  to  search  or  diligently  search  a  cardboard 
file  folder  box  located  in  my  office.  By  far,  the  vast  majority  of  the  contents 
in  the  box  relate  to  general  examination  information  and  topics  Instead  of  to  a 
specific  institution  or  institutions.  Actually,  there  are  two  boxes  of  such 
general  examination  information:  one  stacked  on  top  off- — the  other.  I 
rou$hl\  estimate  that  the  Madison  Guaranty  related  documents  cowprise  less 
onei  percent  (eleven  legal  siie  pages)  of  the  contents  of  trtevbox.^v 

Additionally^  I  have  enclosed  an  article,  apparently  dated  October  8,  L586.  that 
mayj  help  the  Senate  Banking  Committee  determine  the  extent  of  the  problems  in 
Arkansas  lnN1985,  I  recall  that  in  my  interview  there  were  several  questions 
regarding  tae\extent  of  problem  Institutions  in  Arkansas  in  1985.   According  to 


would 
than 


\  \ 

\ 
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javid  ii.    Ensei 

Special  Counsel 

riabison  Guaranty  SavT.ne/s 

and   Loan  AssocJrSeion 
February  3.    19*6 
Pace  2 


Senacor/?ryor's  statese>«in  the  article.  he~~-*e4ieved  chat  Z"  \out  of  37 
institutions  in  ArkaA^as  were  considered  problems  in  T9W  by  the  Federal  Home 
Loan  /Sank  of  Dal  Lis  t  could  not  specifically  recall  the  e>«nt  of  theXprobleas 
he   time  ofy«y   Interview.      [   also   found   this   article   in  theNsox.  \ 

If /you  have/any  questions,   please     call  «e.      I   plan   to  worn     in   the  Little\   Rocs 
Field  Office   for   the  next   several  days,      ily   telephone  nunber  is   501  -<3"6-2i?S . 


onclosures 

I  / 

cc:      Ofebby   Jenkins 


/         / 
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Dickstein.  Shapiro  &  Morin.  ll.p 

2IOI  L  STRCCT.  M.W 

W«mr»  Dtwcr  Dui  wasminoton.  o  c.  2oo37-isae  »••  «o.»o«  avchuc 

202  7BS-9700  Mw  to««   «.t   .ooil  ••■•« 


January  31,  1996 


BY  FACSIMILE  AND  U.S.  MAIL 

Brett  M.  Kavanaugh,  Esq. 
Associate  Independent  Counsel 
Office  of  the  Independent  Counsel 
1001  Pennsylvania  Avenue,  N.H. 
Suite  490 
Washington,  DC  20004 

Re:  Mark  D.  Gearan 
Dear  Mr.  Kavanaugh: 

We  think  it  appropriate  to  share  with  you  a  clarification 
of  information  which  we  provided  on  January  18,  1996,  where  we 
accurately  reflected  our  understanding  at  that  time  regarding 
Communications  Office  files. 

As  you  know,  Mr.  Gearan  left  the  White  House  and  assumed 
the  responsibilities  of  Peace  Corps  Director  in  September,  1995. 
Prior  to  his  departure,  Mr.  Gearan  was  on  vacation  and  his  files 
and  memorabilia  were  packed  up  by  his  White  House  Communications 
Office  staff.   The  bulk  of  this  material  was  sent  to  White  House 
Records  Management,  while  memorabilia  and  personal  items  were 
sent  to  Mr.  Gearan* s  Peace  Corps  office.  All  of  us  believed  that 
documents  relating  in  any  way  to  the  Whitewater  or  Foster 
investigations  were  sent  to  Records  Management  for  inventory  and 
safe  keeping.  Up  to  that  time,  we  had  followed  a  strict 
procedure  that  no  documents  relating  to  these  matters  were  ever 
to  be  removed  from  the  White  House  so  that  complete 
accountability  for  these  documents  could  be  maintained.   The  only 
exception  was  the  production  of  a  single  one-page  document  to 
your  office  in  July  1994. 

In  late  October  1995  we  learned  of  a  document  request  to 
the  White  House  as  a  result  of  newspaper  stories  and  confirmed 
that  the  White  House  Counsel  Office  was  taking  responsibility  for 
reviewing  and  producing  documents  from  the  Communications  Office. 
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Brett  M.  Kavanaugh,  Esq. 
January  31,  1996 
Page  2 


Because  we  have  consistently  endeavored  to  be  punctilious  about 
document  productions,  and  even  though  we  thought  we  no  longer  had 
access  to  White  House  Communications  Office  documents,  Mr.  Gearan 
checked  to  make  sure  that  he  had  not  inadvertently  retained  any 
documents  potentially  responsive  to  that  request.   Included  in 
this  review  were  the  boxes  of  memorabilia  in  storage  at  the  Peace 
Corps  which  had  come  over  from  the  White  House .  Amid  this 
memorabilia  Mr.  Gearan  discovered  a  box  which  contained  the 
documents  he  believed  had  been  left  at  the  White  House.   This 
discovery  was  made  on  the  afternoon  of  November  1,  1995,  and  on 
the  morning  of  November  2,  1995,  Mr.  Gearan  gave  directions  to 
his  secretary  to  have  these  documents  returned  to  the  White  House 
Communications  Office  by  hand  delivery.   Without  intent  to  waive 
the  attorney-client  privilege,  suffice  it  to  say  that  later  that 
afternoon  we  confirmed  Mr.  Gearan' s  understanding  that  the 
documents  had,  in  fact,  been  sent  to  White  House  Communications 
Office.   In  contemporaneous  and  subsequent  discussions  with  White 
House  Counsel  we  alerted  them  to  these  facts  and  were  under  the 
distinct  impression  that  the  documents  had,  in  fact,  been 
received  by  the  White  House  and  sent  to  Records  Management  and 
were  being  reviewed  in  conjunction  with  other  requests  for  White 
House  documents . 

Last  evening  we  called  White  House  Counsel  and  in  the 
course  of  that  discussion  we  were  informed  that  they  were  having 
some  difficulty  locating  certain  Communications  Offices  files  in 
the  Records  Management  system.   We  offered  our  assistance  in 
locating  this  material.   We  learned  that,  rather  than  being  sent 
to  the  White  House,  Mr.  Gearan' s  Communications  Office  documents 
remained  in  their  original  White  House  container  in  storage  at 
the  Peace  Corps.   We,  of  course,  have  notified  White  House 
Counsel  and,  in  order  to  expedite  their  review  of  these 
documents,  sent  them  by  courier  to  White  House  Counsel's  office 
this  morning  without  reviewing  them.   As  these  documents  belong 
to  the  White  House  and  the  review  and  production  of  these 
documents  is  a  responsibility  that  has  been  assumed  by  White 
House  Counsel,  we  felt  it  appropriate  to  handle  the  documents  in 
this  manner,  even  though  there  may  not  be  any  responsive 
documents  in  the  box.   At  the  same  time,  given  our  letter  to  you 
of  January  18,  1996,  we  thought  it  appropriate  to  promptly  notify 
you  of  these  events. 

In  view  of  Mr.  Gearan' s  extraordinary  record  of 
cooperation  with  all  investigations,  including  the  investigation 
being  conducted  by  your  office,  we  regret  the  need  to  have  to 
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Brett  M.  Kavanaugh,  Esq. 
January  31,  1996 
Page  3 


clarify  our  prior  correspondence  in  response  to  your  "clean-up" 
subpoena.  While  we  understand  that  the  White  House  is  continuing 
to  produce  documents  in  response  to  parallel  subpoenas  from  your 
office,  and  realize  that  this  matter  will  not  delay  that 
production,  we  just  wanted  to  make  sure  that  the  record  is 
completely  accurate. 


Sincerely, 


Elaine  Metlin 


D.  Simon 


JDS/sis 

cc:   Mark  D.  Gearan 

Jane  Sherburne,  Esq. 
Miriam  Nemetz,  Esq. 
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Open  Up  on  Madison  Guaranty 


Much  as  President  Clinton  might  wish,  the 
curious  saga  of  his  and  his  wife's  dealings  with  ihc 
owner  of  a  failed  Arkansas  savings  and  loan  associ- 
ation just  won't  go  away.  It  keeps  popping  up  in 
Congressional  inquiries  and  newspaper  accounts, 
each  time  with  a  new  and  unsavory  detail  added  to 
an  already  unflattering  portrait  of  the  cozy  relation- 
ship between  money  and  politics  in  Arkansas. 

An  important  detail,  disclosed  by  The  Times's 
Jeff  Gerth  and  Stephen  Engelberg,  is  that  the  owner 
of  Madison  Guaranty  Savings  and  Loan,  James 
McDougal,  helped  Mr.  and  Mrs.  Clinton  repay  a 
$50,000  personal  debt  just  when  Mr.  McOougal 
needed  favorable  treatment  from  state  banking 
officials  to  stay  in  business.  Mr.  McOougal  did  stay 
in  business,  his  problems  got  worse,  and  in  1989  the 
bank  was  taken  over  by  the  Federal  Government,  at 
a  cost  to  taxpayers  of  J60  million. 

There  is  no  irrefutable  evidence  of  a  quid  pro 
qua  But  the  Arkansas  savings  and  loan  mess,  and 
the  Clintons'  relationship  to  it,  is  not.  as  the  White 
House  keeps  saying,  an  "old"  story  that  has  no 
relevance  to  Mr.  Clinton  or  his  present  job.  This  is  a 
man  who  rode  into  Washington  on  a  pledge  to  end 
politics  as  usual,  and  every  time  the  White  House 
dodges  inquiries  about  the  old  days  in  Arkansas, 
reasonable  people  begin  to  wonder  about  a  cover-up 
and  Mr.  Clinton's  sincerity. 


The  matter  clearly  needs  ventilating,  and  if  the 

Wiiiie  nuUSc  *un  t  uu  it,  two  uutci  iu>lif  uiluila  Oaii. 
One  is  the  Justice  Department,  which  is  already 
looking  into  transactions  at  Madison.  The  Clintons 
are  not  targets  of  the  probe. 

The  other  is  the  House  Banking  Committee, 
whose  ranking  minority  member,  Jim  Leach,  be- 
lieves that  a  full  investigation  of  Madison  could  help 
the  committee  frame  new  rules  to  prevent  future 
banking  disasters.  His  request  has  been  rebuffed  by 
the  committee  chairman,  Henry  Gonzalez,  a  Demo- 
crat who  until  now  has  been  a  tiger  on  the  savings 
and  loan  issue.  Mr.  Gonzalez  accuses  Mr.  Leach  of  a 
Republican  "fishing  expedition." 
,  Mr.  Leach  has  also  called  Madison  a  "private 
piggy  bank"  for  its  owners  and  their  influential 
Arkansas  friends,  and  on  this  he  is  surely  right  In 
addition  to  a  string  of  dubious  real  estate  invest- 
ments, Madison  made  large  unsecured  loans  to 
executives  and  other  insiders. 

Madison's  practices  attracted  the  attention  of 
Federal  auditors,  whose  1984  review  found  "unsafe 


and  unsound  lending  practices"  (hat  could  threaten 
to  drive  the  bank  under.  Shortly  thereafter.  Gover- 
nor Clinton  named  Beverly  Bassett  Schaffer  as 
head  of  the  Arkansas  agency  charged  with  oversee- 
ing state-chartered  savings  and  loans.  Ms.  Schaffer 
had  once  done  legal  work  for  Madison.  For  the  next 
18  months,  up  to  the  point  where  Federal  regulators 
moved  in,  she  took  no  significant  regulatory  action. 

Three  months  after  her  appointment,  Mr.  Clin- 
ton came  to  Mr.  McOougal  with  a  request  to  "knock 
out  the  deficit"  —  Mr.  McDougal's  words  —  left 
over  from  the  Governor's  1984  campaign.  It  turns 
out  that  the  deficit  wasn't  just  an  ordinary  cam- 
paign debt,  but  $50,000  Mr.  and  Mrs.  Clinton  had 
borrowed  from  another  bank  to  finance  the  cam- 
paign. Mr.  McDougal  organized  a  fund-raiser  and 
the  debt  was  repaid.  Federal  auditors  suspect  that 
some  of  the  donations  assembled  by  Mr.  McDougal 
may  have  been  improperly  diverted  from  the  sav- 
ings and  loan. 

Bruce  Lindsey,  the  official  wheeled  out  by  the 
White  House  to  answer  questions,  says  the  Clinton- 
McOougal  relationship  was  entirely  above  board. 
Others,  however,  are  more  than  mildly  troubled  by 
the  fact  that  Mr.  Clinton  did  not  order  his  regulators 
to  crack  down  on  Mr.  McDougal  even  after  he  was 
advised  by  his  own  banking  commissioner  in  1983 
that  the  savings  and  loan  operator  was  engaged  in 
imprudent  banking  practices. 

Siisninrms  that  Mr  Clinton  was  excessively 
kind  to  his  friend  —  at  great  cost,  eventually,  to  the 
i&spiycia  —  ii'e  iur'uier  reiniorceu  by  ilie  (act  ihat 
Mr.  McDougal  had  done  other  favors  for  the  Clin- 
tons, including  making  them  50-50  partners  in 
Whitewater  Development,  a  real  estate  company 
for  which  Mr.  McDougal  put  up  most  of  the  money. 
The  venture  ultimately  failed,  and  the  Clintons  lost 
money.  But  that  doesn't  make  their  financial  ties  to 
Mr.  McDougal  seem  any  more  savory. 

Based  on  what's  publicly  known,  there's  proba- 
bly not  a  crippling  scandal  here.  But  the  White 
House  is  behaving  as  if  there  were.  For  example. 
Federal  investigators  say  they  have  received  little 
cooperation  in  a  search  for  files  they  suspect  were 
taken  from  the  office  of  Vincent  .  Foster,  a  White 
House  aide  who  killed  himself.  Investigators  want 
to  know  if  one  of  those  files  dealt  with  Mr.  McOougal 
and  Whitewater. 

This  defensiveness  isn't  helping  anyone.  Mr. 
Clinton  —  and  Mr.  Gonzalez  —  owe  it  to  the  public  to 
clear  the  air  about  Madison  and  its  influential 
Arkansas  friends. 


This  is 
important 
to  be  on 
top  of. 
Bassett 
did  a 
pood  job 
in  camp, 
on  this-- 
can  she 
now? 

(transcri 
ption  of 
handwrittt 
notes  of 
President 
Clinton) 
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1  Q    When  were  you  first \sJdm   aware  of  the  issues 

2  surrounding  the  Madison  Guaranty  Whitewater  matter? 

3  A    I  --  the  first  recollection  I'd  give  would  be  the 

4  meeting  that  I  attended  in  October. 

5  Q    When  was  that? 

6  A    October  14th,  1993. 

7  Q    How  were  you  advised  of  that  meeting? 

8  A    It  was  on  my  schedule  that  day  and  --co  go  to  a 

9  meeting  in  Mr.  Nussbaum's  office. 

10  Q    Who  contacted  --  who  put  that  on  your  schedule 

11  that  r- 

12  A    Ay   assistant,  Steven  Cohen. 

13  Q    And  what  transpired  at  the  meeting  on  October 

14  14th? 

15  A    I  can  recall  October  14th  as  a  busy  day  at  the 

16  White  House.   I  had  attended  a  luncheon  where  I  was  asked  to 

17  speak  at  the  Democratic  National  Committee  and  Z  recall 

18  being  late  getting  back  to  the  White  House.   I  declined  a 

19  White  House  car,  thinking  it  was  a  partisan  event.   So  I 

20  cabbed  over  to  the  hotel.  And  I  can  recall  coming  back  to 

21  the  White  House  later  than  Z  had  anticipated  and  and  my 

22  assistant,  Steven  Cohen,  reminded  me  to  go  upstairs  to  to 

23  Mr.  Bussbaum's  office. 

24  Asking  him  before  that  what  the  meeting  was  about, 

25  he  indicated  that  he  did  not  know  the  subject  matter  of  the 
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Q    And  what  was  the  conversation  about  these  press 
inquiries,  what  was  discussed  about  them? 

A    Well,  this  information  was  discussed  --  the  only 
other  topic  that  I  can  remember  being  talked  about  in 
addition  to  this  briefly  was  this  Early  Bird  warning  system 
that  the  department  had  in  public  affairs,  that  it  was  a 
system  where  reporters'  inquiries  were  called  into  a 
central  person  who  produced  the  so-called  Early  Bird 
warning  document  that  was  circulated  around.   It  was 
designed  for  the  purposes  of  preventing  leaks,  which  I 
found  interesting. 

at  this  meeting? 

A    I  recall  Nussbaum,  Lindsey  and  DeVore  as 
principal  conversants  here.   I  don't  remember  specifically 
what  Mr.  Nussbaum  would  have  said. 

Q    Well,  was  there  any  concern  about  these  press 
inquiries? 

A    I  don't  recall  concern. 

Q    What  do  you  recall? 

A    What  I  recall  is  pretty  much  what's  right  here. 

Q    Only  that  there  were  press  inquiries.   You  don't 
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1  recall  anybody  in  the  room  having  any  type  of  reaction  co 

2  these  inquiries  at  all? 

3  A    No.   Again,  for  the  part  of  the  meeting  that  I 

4  was  at  these  are  the  notes  that  I  took  because  these  were 

5  questions  to  Treasury  and  about  an  RTC  matter.   This  was 

6  one  of  the  first  contacts,  I  thought,  references  that  I  can 

7  recall  for  Whitewater.   This  was  not  on  my  radar  screen, 

9  Whitewater  at  this  point  in  time.   So  I  don't  recall  this 

S  meeting  vividly  beyond  these  notes  and  the  Early  Bird 

10 1  system. 

II j       Q    Do  you  recall  how  the  meeting  ended,  were  there 

12  »  designations  of   who  woulH  <io  rb-inac  or? 
1 

13  A    Well,  I  can  tell  you,  based  on  the  way  I  take 

14 |  notes,  that  if  I  was  tasked  to  do  something  it  would  be 

15!  indicated  to  do.   I  have,  you  know  that  I  can  --  I  know  I 

16  J  left  this  meeting  without  an  assignment.   And  as  I've  said 

17  before,  I  know  I  left  this  meeting  feeling  the  pressure  at 

18  that  point  in  the  day  to  get  back  to  return  reporters 

19  questions  but  beyond  this,  because  I  wasn't  tasked  to  do 

20  anything,  this  was  a  question  to  Treasury.   My  notes  at  the 

21  end  of  the  handwriting  is  frankly  typical  of  my  handwriting 

22  if  I'm  sort  of  falling  out  of  the  meeting,  so. 
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THE  WHITE  HOUSE 

WASH  INGTON 

February  13,  1996 


BY  HAND  DELIVERY 

Robert  Giuffra,  Chief  Counsel 

United  States  Senate 

Special  Committee  to  Investigate  Whitewater 

Development  Corporation  and  Related  Matters 
534  Dirksen  Building 
Washington,  D.C.   20510-6075 

Dear  Bob: 

I  am  transmitting  with  this  letter  additional  White 
House  records  (Bates  Nos.  S  020586  -  020761)  that  the  Counsel's 
Office  received  yesterday  from  Michael  Waldman,  who  found  them  in 
the  course  of  an  office  move.   In  addition,  we  transmitted 
yesterday  additional  White  House  records  (Bates  Nos.  S.  020564  - 
020585),  which  were  redacted  copies  of  Mark  Gearan's  notes. 
After  reviewing  unredacted  copies  of  the  notes,  Michael  Chertoff 
agreed  to  certain  redactions,  and  we  delivered  the  records  to 
Alice  Fisher  promptly. 

Pursuant  to  the  Committee's  Security  Procedures,  we 
request  that  all  of  these  documents  be  treated  as  "Highly 
Confidential."   We  would  appreciate  the  opportunity  to  discuss 
with  the  Committee  the  basis  for  our  request  in  the  event  the 
Chairman  and  Ranking  Member  consider  redesignating  any  of  this 
material. 

Please  feel  free  to  call  me  if  you  have  any  questions. 

Sincerely  yours, 

■n 


I 


Jane  C.  Sherburne 

Special  Counsel  to  the  President 


Enclosures 


Lance  Cole 

Minority  Deputy  Special  Counsel 
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MEMORANDUM 


TO:       Whitewater  group 
FRCM:     Harold  Ickes 


DATE:     10  January  1994 
RE:       Assignments 


1.  Talking  points  (counsel/MW) 

2.  Q&A  (counsel/3L/MW,  1/51) 

3.  2-3  page  argument  why  no  special  counsel  (counsel,  MW) 

—  4.    History  of  special  counsels/independent  counsels — 
(counsel,  1/6) 


& 


■Chronology"  (counsel,  BL,  MW) 


Op  ed  piece  (counsel,  BL,  MW  1/8). 

,8^"~~  Response  to  Safire  piece  (counsel,  BL,  MW  l/6T'S<£^^' 

9.  Memo  on  independent  counsel  statute  (counsel  1/8) 

10.  Syncosis  of  Whitewater/Madison  Guaranty  matter 
(counsel,  BL,  MW,  1/7) 

11.  Memo  re  statute  of  limitations  for  civil  actions 
(counsel  -  assigned  1/82) 

12.  Review,  on  daily  basis,  all  articles  from  major 
newspapers  and  statements  made  on  major  electronic 

\     media  re  Whitewater  and  prepare  memo  to  be  promptly 

• Circulated  to  rho  group  regarding  inarrnraciesx  etc. 

(counsel,  BL,  MW) 

13.  Contact  select  members  of  Congress  about  public  support 

^ ep©} 


:  These  dates  refer  to  the  date  of  the  draft  document 

ill 
2   Indicates  date  the  assignment  was  made.     '1  . 
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14.  Research  issue  of  whecher  Chen  Governor  Clinton  used 
political  or  other  pressure  to  see  that  Madison 
Guaranty  be  given  special  consideration  (counsel,  3L, 
PB,  MW  -  assigned  1/7)  _ 

15.  Reference  in  1/8  press  that  Chris  Wade,  Arkansas 
realtor  has  document  re  Whitewater,  but  won't  release 

-■  unless  President  Clinton  asks  tot   them  iu  tie  released 
(MW  -  assigned  1/8) 


16 


Memo  re  failure  to  take  deduction  on  tax  return  for 
whitewatfiX_losJses_  (MW  -  _a* 


J  \ 


S  020761 


1879 


TO: 

I    \ 

FROM: 

i       \ 

RE: 

I 
I 
DATE: 


MEMORANDUM 


Dee  Dee,  Mark,  Arthur 
Kathy  McKiernan 


ADC  Nightly  New  a  Interview  with  SSA  Depnty^Coonael  re: 
SBIC/Arkansaa/Wtaitavater 

12-2-93  ! 


—   Small  Business  Administration  Deputy  General  CounseJ  Marty 
Teckler  granted  an  on-camera  interview  to  Alan  Frank  of  ABC  News 
yesterday  for  a  story  ABC  is  preparing  on  the  SBIC  and  its  role 
in  the  Capitol  Management/Whitewater  Inc.  story.  A  summary  of  the 
interview,  by  SBA  press  person  Janice  Kearney,  is  attached. 


The  storv  is  scheduled 
Friday  (12/3)' 


air  on  the  ABC  evening  ne"ws  this 


u 


HI1I1ID1I 

S  820448 
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TO  i    Cathy  McXleman,  White  Houm  Prose  Assistant 
Proa:  Janis  Kearney,  Public  Affair*,  Snail  Business 

Administration 
art   abc  interview 

Detei   Deo.  1,  1993 


Kathy^tho  roxiowing  is  i  summary  at  On  abc  interview  which  took 
Rises  on  Tussday  at  ths  Small  Business  Administration.  (Responses 
are  paraphrsssd  for  brsvity.)  j 

The  IK  repeats*  was  Alan  Prank,  si  Mew  York,  rspaesasatinsj  Pstar 
Jennings'  World  Nightly  Mews  show.  Martin  Tscklor,  our  Deputy 
General  Counsal  was  interviewed!.  Martin  has  aarvad  as  khm   S8A 
spokesperson  for  this  caaa  throughout  tha  duration  and  considersd 
oost  wall  varsad  regarding  tha  program.  I— 

Ths  interview  lastsd  approximately  45  minutes  and,  for  tha  soat 

part,  cantared  around  the as  main  topics: 

i 

lv  Hew  doaa  tha  SBA  Small  Buainiass  Invaatmant  Company  (SBIC) 
program  and  Specialized  Small  Busineas  Investment  Company   (SSBZC) 
work?  /    ■ 

3.   What"  la   Hie  status  of  SBA'S  !lnvolvansnt   in  Capital  Management, 
Inc: 

a.  Bow  much  money  is  outstanding? 

b.  new   uum   s«A  jz   «ccuc    ru,'--—— *7    ~i -3   ~~~~"? 

.-.  .j-,-— -  •   ■ ■:  -.-  ■  ^jI^^it.  T~-    •  •r1"^d'>  «!»•*:  »r*  *h* 
/"""   consequences  of  Master  Marketing  apply ing-fdr  ioans  for 
one  purpose  and  using  them  for  another  purpose? 
MX:  We're  not  in  a  position  to  respond  to  speculation, 
~       we  are  now  in  the  process  of  reviewing  the  files  from 
capital  Management,  inc.,  which  includes  documentation 
on  Blaster  Marketing, 
d.  Are  there  other  agencies  Involved?  (?BI,  Justice,  etc.) 

3.  What  do  we  know  about  Judge  Hale's  allegations  regarding  the 
former  Governor  of  Arkansas  and  the  current  Governor?  Old  Judgs 
Hale  bring  his  allegations  of  tha  former  GovemorXand  the  current 
Governor' a  involvement  in  this  matter  to  SBA's  attention? 

^n:  Mo,  not  to  my  knowledge.  j 

4.  Does  SBA  have  any  knowledge  of  Whitewater,  Inc. 
RB:  The  SBA  has  no  knowledge  of  Whitewater. 


S.^Whx 
/  HZ: 


fc.  im    fchS  Status  Of  rnm+'lm    nw,'(tpnfTit-  n-r   fM*+\m   granrfa? 

The  SBA  has  no  knowledge  of  these. . . 


S.  Row  would  Susan  McOougal,  wife  of  James  McOougal  who  claimed 
"to  have  been  a  millionaire,  have  qualified  for  a  SSBZC? 

■muni 

S  929449 
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RZj  38BIC  requirements  are  not  besed  solely  on  ■cchomio 
status,  bar  husband's  financial  status  would  not  necessarily 
pracluds  her  froa  qualifying  for  participation  in  tho  program. 

7^_  Doss  SflA  hava  any  knowledge  of  ths  McDougal's  rslationahip  to 

ths  forasr  Governor  in  regard*  to  this  case?  ~ 

\RZ:  Ths  SEX   has  no  knowledge  of  such  a  relationship.  , 

Wetmtl&Cr   rrmV  —da  It  rlaar  that  our  IntsrvisV  would-be  only  a 
ainiscul*  part  of  ths  story  to  b«  airad  (probably  Friday.]  They 
also  mentioned  the  fact  that  they  vould  ba  in  Arkansas  to 
interview  others  for  the  story  (did  not  identify  who.) 


KathyT'Martin  TacXlar  made  It  abundantly  Clear  that-tha  SBA  has 
no  knowledge  whatsoever  regarding  Mr.  Kale's  allegations  and  that 
our  only  interest  is  in  collecting  the  SSA's  and  the  taxpayers' 
nonles  that  is  still  outstanding  with  Capital  Management, ;  Inc. 


cc:Erskin« 
_ Cassandra 
Katie 

\ 


\\ 
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Memorandum 


To  SAC,     LITTLE^ROCK    (86A-LR-34847) 

From    :        SSA   STYVEN   D.    IRONS 

Subject:         THOMAS  W.^ 
ET  AL; 

/fags 

/OO:  /U' 
/ 


D.<«   10/1/93 


On/ 9/28/93,  writer  had  a  telephonic  conversation  with 
CECILIA  SEAY/,  attorney  for  the  Small  Business  Administration 
(SBA)  ini  the  matter  involving  DAVID  HALE.   SEAY  advised  she  |  was 
still  attempting  to  obtain  all  of  the  records  of  HALE's  SBA: 
company  and;  needed  a  list  from  the  FBI  of  what  was  missing  from 
the  records!  SBA  turned  over  to  the  Bureau.   SEAY  intends.'  to; 
interview  or  depose  HALE,  and  continue  to  demand  all  records. 

\    \  I    ! 

\ Writer  mentioned  the  media  reports  of  SBA  spokesman 
TECHLER's  'comments  concerning  the  case  _and  noted  TEQ2LER^Wjas-_no' 
helpinc  matters  by  stating  <cerr:ain_  activities'  were  /nclr  ^rimir.ai 
(irv'fhature  when\he  did  not  have  alitor  tne  facts.   s£X"Y  advised" 
she  "had  spolcen  to  SBA  in  Washington  (possibly  MAR2C  STEVENS)  /  and 
understood  officials  from  the  WHITE  HOUSE  had^arged  SBA  to^make 
such  a  characterization  due  to  the  mention  |of  WHITEWATER    ! 
DEVELOPMENT  in  some'  news  accounts  and  WHITE  HOUiSE  desire  to  avoid 
any  inference  criminal  activity  could  have  occurred  in  relation 
to  WHITEWATER  DEVELOPMENT  and  HALE's  company. 


ot 


SDI/sdi 
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INVESTIGATION  OF  WHITEWATER 

DEVELOPMENT  CORPORATION 

AND  RELATED  MATTERS 


i 


THURSDAY,  FEBRUARY  22,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  10:20  a.m.,  in  room  216  of  the  Hart  Sen- 
ate Office  Building,  Senator  Alfonse  M.  D'Amato  (Chairman  of  the 
Committee)  presiding. 

OPENING  STATEMENT  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  The  Committee  will  come  to  order. 

Mr.  Ickes,  if  you  have  a  statement,  we'll  be  pleased  to  receive  it. 

SWORN  TESTIMONY  OF  HAROLD  M.  ICKES 
WHITE  HOUSE  DEPUTY  CHD3F  OF  STAFF 

Mr.  ICKES.  I  do  not,  Mr.  Chairman. 

The  Chairman.  I  have  a  brief  statement. 

I  find  it  unacceptable  to  have  a  pattern  which  I  can  only  describe 
as  unacceptable  where  the  White  House  and  its  chief  aides  con- 
tinue a  pattern  that  is  certainly  contemptuous  of  good  procedure, 
that  borders  on  deliberate  withholding  of  information  or,  at  the 
very  least,  total  and  ineffectual  efforts  to  attempt  to  be  cooperative. 
It  is  one  or  the  other. 

Just  the  other  day,  we  read — as  a  matter  of  fact  today  in  the 
Washington  Post — that  it  was  only  18  months  after  the  Senate  in- 
vestigation and  2  years  after  the  Independent  Counsel  was  named 
that  the  White  House  has  finally  put  together  a  team  to  ensure 
compliance  with  subpoenas. 

I  would  note  for  the  record  that  the  Treasury  Department  did 
what  should  have  been  done,  sent  in  IRS  investigators  to  go 
through  the  files  of  those  people  who  may  have  had  materials  that 
have  been  requested. 

If  this  isn't  a  deliberate  pattern  of  evasion,  then  it's  certainly  an 
attitude  of  disdain. 

Let's  look  at  just  some  of  the  materials  that  we  have  received. 
\nd  I  have  to  tell  you  that  it  seems  to  me  that  when  we  speak 
about  all  the  key  members  of  the  Whitewater  Response  Team,  that 
[  cannot  believe  that  they  have  turned  over  to  us  information  that 
-hey  still  have  and  it  keeps  dribbling  in.  Then  we're  met  with  lame 

(1883) 
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excuses  in  terms  of  how  they  found  it.  You  don't  find  something  if 
you  don't  look  for  it.  There  wasn't  a  conscious  effort. 

We  received  this  packet  of  information  from  Mr.  Gearan  on  Janu- 
ary 29th!  Another  packet  of  information,  again  from  Mr.  Gearan 
was  received  on  February  7th.  Here's  another  packet  of  informa- 
tion. I  might  mention  this  information  certainly  was  subpoenaed 
back  in  October  from  Mr.  Altman,  another  White  House  official  on 
February  13th.  That's  just  10  days  ago.  There's  another  file,  an- 
other packet  of  information  we  received  2  nights  ago. 

Now  who's  playing  politics?  Who's  deciding  to  withhold  what? 

This  is  information  that  is  directly  related  to  Whitewater  and  in- 
deed we  find,  in  a  deposition  given  last  evening  to  Mr.  Waldman, 
one  of  the  members  of  the  Whitewater  Response  Team,  that  you, 
Mr.  Ickes,  I  understand  put  together,  he  says  that  he  found  this 
last  batch  of  papers.  I  have  to  tell  you,  I  don't  know,  and  I  have 
reason  to  believe  that  this  isn't  everything.  I  don't  believe  it's  ev- 
erything. Not  in  the  way  this  thing  has  been  withheld. 

Guess  where  he  said  he  found  it?  They  were  in  the  White  House 
office  for  months  in  a  file  marked  WWDC,  that's  a  quote,  "WWDC,"  I 
and  Mr.  Waldman  admitted  that  stands  for  Whitewater  Develop- 
ment Corporation.  We  should  have  had  these  papers  and  this  infor- 
mation months  ago.  It's  inexcusable. 

The  first  place  that  the  counsel  should  have  gone  to,  you  cer- 
tainly knew  there  was  a  Whitewater  Development  Response  Team, 
was  to  those  people  who  were  part  of  that  team,  the  key  members 
and  said  to  them:  "What  documents  do  you  have?  Let's  get  them 
out."  That's  reasonable. 

You  can't  tell  the  American  people  and  attempt  to  say,  "well,  you 
are  just  dragging  this  out,"  when,  in  fact,  the  very  people  who 
should  have  been  working,  should  have  been  complying,  should 
have  been  providing  information  have  failed  to  do  so.  And  this  is 
a  pattern,  over  and  over  and  over. 

The  electronic  mail,  the  same  thing.  Delay.  Delay.  Delay.  We  will 
be  asking  for  an  extension,  and  it  is  necessary,  and  we  are  going 
to  get  the  facts.  And  if  those  facts  are  exculpatory,  indeed,  if  they 
clear  the  mystery  away  and  demonstrate  that  things  were  done  ap- 
propriately, fine.  That  will  be  the  finding  of  this  Committee. 

But  by  gosh,  you  just  cannot  withhold  things,  tell  us  that  we  are 
wasting  time,  that  we  are  spending  taxpayers'  money  inappro- 
priately when  the  very  people  who  are  charged  and  who  say  that 
they  are  going  to  meet  the  Committee's  legitimate  requests  for  in- 
formation and  documents  deliberately  withhold  them.  If  you  don't 
deliberately  withhold  them,  then  you  do  it  in  such  a  manner  and 
conduct  a  search  in  such  a  way  it  is  again  arrogance,  and  is  not 
a  bona  fide  attempt  to  meet  the  Committee's  legitimate  requests. 

I  have  to  say  that  I  am  deeply  shocked  at  this  and  that  it  doesn't 
surprise  me  anymore.  But  it  is  wrong.  It  is  wrong.  It  is  wrong 
again  to  have  the  political  spin  doctors  attack  the  Committee  and 
its  integrity  for  attempting  to  do  what  we  were  charged  with,  and 
that  is  to  gather  the  facts.  To  gather  the  facts  and  to  get  the  infor- 
mation and  let  the  chips  fall  where  they  may.  We  are  going  to  con- 
tinue to  pursue  it,  but  it's  not  right.  We  have  not  been  dealt  with 
fairly,  and  the  American  people  have  not  been  dealt  with  fairly. 

Senator  Sarbanes. 


1885 
OPENING  COMMENTS  OF  SENATOR  PAUL  S.  SARBANES 


Senator  Sarbanes.  Mr.  Chairman,  I  think  it's  important  for  the 
Committee  to  get  all  the  material  that's  relevant  to  its  inquiry. 
Whether  it's  reasonable  to  make  charges  about  deliberate  withhold- 
ing I  have  very  large  questions.  I  mean,  we  can  get  from  each  per- 
son an  explanation  as  to  why  the  documents  that  were  provided 
were  not  provided  sooner.  Mr.  Gearan  was  here  and  we  went  into 
it  in  some  detail  with  him,  and  it  seemed  to  me  that  he  had  a  rea- 
sonable explanation  why  the  documents  had  not  come.  And  once 
they  were  discovered,  he  provided  them  as  promptly  as  he  could. 

It's  also  I  think  instructive  to  look  at  what  the  material  provides 
once  its  gets  here,  the  substance  of  it.  I  have  not,  in  any  of  it,  as 
yet  found  any  so-called  smoking  gun.  But  I  think  before  one  leaps 
to  conclusions,  we  should  explore  with  each  the  basis  on  which  the 
material  was  not  provided  sooner. 

We  did  that  with  Mr.  Gearan  who  had,  I  thought,  quite  a  reason- 
able and  plausible  explanation.  And  I,  for  one,  would  not  level  at 
him  a  charge  of  deliberate  withholding  of  material. 

But  I  think  the  Committee  can  move  along.  I  think  the  important 
thing  is  that  we're  getting  this  material.  None  of  it  has  been  re- 
moved from  the  Committee's  reach.  We  continue,  I  assume,  the 
process  of  obtaining  it  and  carrying  out  these  hearings,  hopefully 
in  a  fair  manner. 

The  Chairman.  Senator  Hatch,  Senator  Faircloth,  if  you  have  no 
statements,  I'll  go  to  Mr.  Chertoff. 

Senator  Faircloth.  I  do  not  have  a  statement. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Mr.  Ickes,  you  are  Deputy  Chief  of  Staff  at  the  White  House? 

Mr.  ICKES.  I  am. 

Mr.  Chertoff.  When  did  you  first  take  that  position? 

Mr.  ICKES.  In  very  early  January  1994. 

Mr.  Chertoff.  And  it  is  also  true  that  in  very  early  January 
1994,  you,  I  guess,  became  the  chair  of  what  you  have  described 
ing  as  the  Whitewater  Response  Team? 

Mr.  Ickes.  I  wouldn't  call  it  the  chair.  I  was  asked  by  then-Chief 
of  Staff,  Mack  McLarty,  to  put  together  a  group  of  people  who  were 
informed  about  Whitewater  and  related  matters.  We  were  getting 
art  deluged  by  the  press  with  many,  many  questions.  There  were  a 
number  of  people  who  were  answering  those  questions  and  he 
.2'  wanted  to  make  sure  that  we  were  getting  information  so  that  we 
could  respond  to  the  press  as  quickly  and  as  accurately  and  as 
timely  as  possible. 

Mr.  Chertoff.  Now,  Mr.  Ickes,  you  still  have  responsibility  for 
wi  Whitewater  matters  in  the  White  House;  is  that  correct? 

Mr.  Ickes.  That's  correct. 

Mr.  Chertoff.  Ms.  Sherburne  reports  to  you? 
;:ori      Mr.  Ickes.  Ms.  Sherburne  reports  to  me,  yes. 

Mr.  Chertoff.  Who  do  you  report  to  on  Whitewater  matters? 

Mr.  Ickes.  I  report  to  the  Chief  of  Staff. 

Mr.  Chertoff.  Anybody  else? 

Mr.  Ickes.  No. 

Mr.  Chertoff.  You  do  not  report  to  the  President  or  the  First 
^ady  directly? 
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Mr.  ICKES.  Mr.  Chertoff,  everyone  in  the  White  House  reports  to 
the  President. 

Mr.  Chertoff.  I  mean  directly.  Do  you  directly  report  to  the 
President  and  the  First  Lady  on  Whitewater  matters? 

Mr.  ICKES.  I  directly  report  to  the  Chief  of  Staff,  Mr.  Chertoff. 

Mr.  Chertoff.  You  do  not  directly  report  to  the  President  and 
the  First  Lady? 

Mr.  Ickes.  I  don't  know  what  you  mean  by  the  phrase.  I  directly 
report  to  my  immediate  superior,  my  immediate  superior,  Mr. 
Chertoff.  I'm  trying  to  answer  the  question.  My  immediate  superior 
is  Mr.  Panetta  and  I  report  directly  to  Mr.  Panetta. 

Mr.  Chertoff.  Do  you  talk  to  the  President  about  Whitewater 
matters? 

Mr.  Ickes.  I  do  on  occasion. 

Mr.  Chertoff.  Do  you  talk  to  the  First  Lady  about  Whitewater 
matters? 

Mr.  ICKES.  On  rare  occasion,  yes. 

Mr.  Chertoff.  I  want  to  direct  your  attention  to  the  early  part 
of  1994,  particularly  February.  And  I  want  to  remind  you  where  it 
is  in  the  context  of  events,  because  you  were  before  the  Banking 
Committee  2  years  ago  testifying  about  a  February  2nd  meeting  at 
which  you  were  present,  in  which  Roger  Altman  had  discussions 
with  Mr.  Nussbaum  and  others  in  the  White  House  staff  concern- 
ing whether  or  not  he  should  recuse  himself,  take  himself  out  of 
the  decisionmaking  process  on  the  RTC's  investigation  of  Madison 
and  Whitewater. 

Now  later  that  month,  did  you  have  discussions  with  the  Presi- 
dent concerning  the  question  of  the  possible  exposure  that  the 
President  and  Mrs.  Clinton  might  have  with  respect  to  an  RTC  in- 
vestigation of  the  Rose  Law  Firm? 

Mr.  ICKES.  Are  you  reading  from  testimony  that  I've  given,  Mr. 
Chertoff?  If  so,  I  would  like  to  see  it. 

Mr.  Chertoff.  No.  I'm  asking  you  a  question,  Mr.  Ickes. 

Mr.  Ickes.  Are  you  reading  from  testimony,  Mr.  Chertoff,  be- 
cause if  you  are,  I  would  like  to  see  it. 

The  Chairman.  Mr.  Ickes,  we  ask  the  questions,  all  right? 

Mr.  Ickes.  Well,  Mr.  Chairman,  it's  proper  to  inquire. 

The  Chairman.  Now  wait  a  second. 

Mr.  Ickes.  It's  proper  to  inquire,  Mr.  Chairman. 

The  Chairman.  He's  making  an  inquiry.  If  you  don't  recall,  you 
can  say  you  don't  recall.  If  we  have  information  that  will  be  helpful 
in  refreshing  your  recollection,  we  will  make  it  available  to  you. 
Now  he's  asking  you  a  question.  So  let's  go. 

Mr.  Ickes.  As  I  understand  it,  Mr.  Chairman 

The  Chairman.  I  will  ask  that  the  question  be  rephrased,  and  I 
am  going  to  ask  the  witness  to  attempt  to  be  responsive. 

Mr.  Ickes.  I  am  attempting  to  be  responsive,  Mr.  Chairman. 

The  Chairman.  Well,  I  can  say  already  that  I've  seen  a  number 
of  instances  when  it  would  appear  fairly  obvious  that  Mr.  Chertoff 
had  to  ask  the  question  two  or  three  times  to  get  a  response  as  it 
related  to  whether  you  communicated  with  the  President  with  re- 
spect to  Whitewater. 

Mr.  Ickes.  Mr.  Chairman,  he  used  the  word  "report" 
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The  Chairman.  Mr.  Ickes,  you  may  be  Deputy  Chief  of  the  White 
House  and  you  give  orders  there,  and  we  will  be  fair,  but  you  must 
try  to  be  responsive. 

Mr.  ICKES.  I'm  trying  to  do  that,  Mr.  Chairman. 

The  Chairman.  Please,  Mr.  Ickes,  try  to  respond  to  the  ques- 
tions. Be  responsive.  No  trick  questions.  If  you  recall,  please  an- 
swer. If  you  don't,  say  you  don't  recall. 

Now  go  ahead,  Mr.  Chertoff. 

Mr.  Chertoff.  My  question  to  you,  Mr.  Ickes,  is  in  late  February 
1994,  did  you  have  conversations  with  the  President  of  the  United 
States  concerning  whether  he  and/or  the  First  Lady  faced  possible 
exposure  relating  to  an  RTC  investigation  into  the  activities  of  the 
Rose  Law  Firm? 

Mr.  Ickes.  I  think  I've  testified  before,  at  least  twice,  if  not  three 
times,  Mr.  Chertoff,  that  I  did  have  conversations.  I  wouldn't  say 
they  were  about  exposure.  And  I  do  not  recall  at  what  time  I  had 
those  conversations,  when  I  had  those  conversations,  where  I  had 
those  conversations,  or  whom  was  present. 

Mr.  Chertoff.  Isn't  it  a  fact,  Mr.  Ickes,  that  the  President  of  the 
United  States  repeatedly  asked  you  whether  he  and  the  First  Lady 
faced  possible  liability  or  were  exposed  to  possible  liability  for  an 
RTC  investigation  into  the  activities  of  the  Rose  Law  Firm? 

Mr.  Ickes.  Not  that  I  recall,  Mr.  Chertoff. 

Mr.  Chertoff.  Were  you  interviewed  by  the  White  House  Coun- 
sel's Office  in  the  summer  of  1994  in  connection  with  what  the 
White  House  has  described  as  a  review  that  they  were  conducting 
about  White  House-Treasury  contacts? 

Mr.  ICKES.  I  don't  recall  the  time  of  year.  I  think  it  was  some 
time  during  the  spring  or  summer,  but  I  was  interviewed  by  some 
people  on  Lloyd  Cutler's  staff.  Lloyd  Cutler  was  at  that  point  the 
White  House  Counsel. 

Mr.  Chertoff.  Did  that  include  Ms.  Sherburne?  Did  she  inter- 
view you? 

Mr.  Ickes.  As  I  recall,  it  did. 

Mr.  Chertoff.  Was  Ms.  Cheston  also  present  at  the  interview? 

Mr.  ICKES.  I  recall  that  she  was  in  an  interview.  I  think  both  of 
them  were  in  an  interview  at  some  point. 

Mr.  CHERTOFF.  Did  you  also  direct  your  attorney  to  communicate 
with  them  and  tell  them  information  you  had  in  your  possession 
that  was  relevant  to  what  they  were  examining? 

Mr.  Ickes.  I  am  not  sure  I  directed  my  attorney  to  meet  with 
them. 

Mr.  Chertoff.  Well,  I  am  going  to  put  up  on  the  Elmo  two  sets 
3f  notes.  The  first  set  of  notes  is  20783  and  20784,  which  are  Ms. 
Sherburne's  notes.  And  there's  a  copy  before  you. 

Senator  Dodd.  Do  we  have  copies  of  those? 

Mr.  Chertoff.  Everybody  has  copies,  I  believe.  It's  on  one  sheet 
)f  paper  and  it  carries  over.  This  is  a  portion  of  a  series  of  notes. 

The  Chairman.  Let  him  find  it  first.  Do  you  see  that  number 
)ver  there  up  at  the  top?  That  will  identify  and  generally  they're 
sequential.  That's  20783. 

Mr.  Ickes.  Yes,  these  aren't.  This  starts  with  20564,  then  it  goes 
,o  1-2 


The  Chairman.  Go  ahead.  You're  going  up  to  83. 
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Mr.  Chertoff.  This  is  from  the  notes  that  Ms.  Sherburne  had 
concerning  the  information  she  gathered  from  you  relating  to  this 
issue  in  the  summer  of  1994.  It  says:  "Late  February  (2/26  or  27), 
HI" — that's  you,  Harold  Ickes — "has  conversation  with  WJC" — 
that's  the  President — "in  which  WJC  asks  lots  of  questions  re  RTC 
procedures,  whether  HRC  and  WJC  exposed."  Then  off  in  the  cor- 
ner in  says,  "Whether  Rose  could  be  held  liable."  Does  that  ring  a 
bell  with  you? 

Mr.  ICKES.  I  was  not  present  at  this.  My  understanding  of  these 
notes,  Mr.  Chertoff,  is  that  these  were  notes  written  by  Jane 
Sherburne  after  a  conversation  with  somebody  else.  I  was  not 
present  there.  I  don't  know  the  context,  I  don't  know  the  nature  of 
the  question.  All  I  can  tell  you  is  she  wrote  what  she  wrote. 

Mr.  Chertoff.  My  question  to  you  is,  Mr.  Ickes,  is  it  true?  Is  it 
true  that  you  had  conversations  in  late  February  with  the  Presi- 
dent in  which  the  President  asked  lots  of  questions  regarding  RTC 
procedures,  whether  HRC  and  WJC  were  exposed?  Is  that  true? 

Mr.  Ickes.  I  have  testified  before  on  several  occasions,  Mr. 
Chertoff,  that  I  did  have  conversations  with  the  President  and  sep- 
arately with  the  First  Lady.  I  don't  know  whether  they  were  during 
February  1994,  or  during  March  1994. 

Mr.  Chertoff.  Whether  February  or  March,  put  the  date  to  one 
side.  Did  you  have  conversations  with  the  President  in  which  the 
President  asked  you  lots  of  questions  about  RTC  procedures, 
whether  Mrs.  Clinton  and  the  President  were  exposed? 

Mr.  Ickes.  I  do  not  recall  lots  of  questions.  I  recall  having  a 
meeting,  several  meetings  with  the  President  in  which  I  had  some 
discussions  with  him.  I've  testified  to  that  before. 

Mr.  Chertoff.  You  actually  haven't,  Mr.  Ickes. 

Mr.  Ickes.  Mr.  Chertoff,  please.  And  my  testimony  stands. 

Mr.  Chertoff.  Well,  we'll  get  to  your  prior  testimony. 

Are  you  telling  us  that  this  statement  is  true  or  untrue,  this 
statement  in  the  notes?  Did  you  have  these  conversations  or  not? 

Mr.  Ickes.  To  the  best  of  my  recollection,  Mr.  Chertoff,  I  have 
testified  before  and  I  testify  again  today  that  I  had  question — I  had 
several  meetings  with  the  President  during  this  period  of  time, 
February  and  March.  I  do  not  recall  when  the  meetings  occurred 
nor  do  I  recall  the  substance  of  the  conversations. 

Mr.  Chertoff.  Now  it  goes  on  to  say  in  the  notes,  "HI,"  that's 
you,  "asked  NE,"  Neal  Eggleston,  "to  draft  memo  which  NE  did  in 
12  hours.  HI  made  revisions.  Sends  to  HRC  3/1.  DR  discussing." 
Did  you  ask  Mr.  Eggleston  to  draft  a  memo  regarding  the  question 
of  RTC  procedures  in  response  to  these  questions? 

Mr.  Ickes.  I  may  well  have,  Mr.  Chertoff.  I  think  that  that 
memorandum  has  been  again  testified  to  at  considerable  length.  If 
you  would  show  it  to  me,  I  could  answer  more  appropriately. 

The  Chairman.  We  are  not  asking  you  to  tell  us  that  we  have 
seen  the  memo.  We  are  asking  you  to  answer  the  question. 

Mr.  Ickes.  I  have  been  answering. 

The  Chairman.  You  are  not  answering  the  questions.  You  are 
not  being  responsive. 

Mr.  Ickes.  Mr.  Chairman,  you  may  not  like  the  answers  but  I 
am  answering  the  question,  and  I  am  trying  to  be  as  responsive  as 
possible. 
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The  Chairman.  Well,  we  will  be  here.  We  are  going  to  get  more 
responsive  answers. 

Mr.  Chertoff.  Did  you  ask  Mr.  Eggleston  to  prepare  a  memo  re- 
garding RTC  procedures  in  response  to  these  conversations  with 
the  President? 

Mr.  Ickes.  I  think  I've  testified  to  that  before  that  I  did  ask  him 
to  prepare  a  memo. 

Mr.  Chertoff.  Did  you  ask  him  to  prepare  a  memo — let  me  put 
the  memo  up.  It's  S  7288.  And  I'm  going  to  show  you 

Mr.  ICKES.  Do  I  have  a  copy  of  that  here,  Mr.  Chertoff? 

Mr.  Chertoff.  Yes,  Mr.  Ickes,  you  have  a  copy  of  everything  be- 
fore you.  And  if  we  can  stop  the  clock  and  give  the  witness  an  op- 
portunity to  find  it,  so  we  don't  lose  time. 

I'll  also  direct  your  attention  to  X  1200  which  is  a  redacted  form 
of  the  same  memo  which  the  Committee  originally  received  in  1994 
before  we  finally  got  the  full  version. 

Mr.  ICKES.  The  memo  you  are  referring  to  is  the  one  dated  Janu- 
ary 17,  1994? 

Mr.  Chertoff.  No,  it  is  dated  1  March  1994,  to  the  First  Lady 
from  Harold  Ickes. 

Mr.  ICKES.  OK,  I  have  it.  I  have  it. 

Mr.  Chertoff.  There  are  two  versions  of  that.  One  is  redacted 
and  one  is  unredacted. 

Mr.  Ickes.  I  have  one  here,  Mr.  Chertoff,  that's  7288. 

Mr.  Chertoff.  That's  right,  and  there  is  another  one  X1200, 
which  you  also  have  before  you. 

Mr.  Ickes.  Right,  I  have  that  also. 

Mr.  Chertoff.  And  X 1200  is  the  redacted  form  of  S  7288,  which 
is  what  we  originally  had  before  the  White  House  finally,  we  finally 
arranged  to  get  the  entirety  of  the  document. 

Mr.  Ickes.  That's  correct. 

Mr.  Chertoff.  You  had  Mr.  Eggleston  draft  this  document,  that 
is  to  say,  the  underlying  memorandum  that  is  beneath  the  trans- 
mittal page.  Isn't  that  correct? 

Mr.  Ickes.  And  you  are  talking  about  the  February  28th  memo- 
randum. 

Mr.  Chertoff.  Correct. 

Mr.  Ickes.  Yes,  it's  my  recollection  I  did  ask  him  to  draft  it. 

Mr.  Chertoff.  Now  when  you  were  asked  about  that  in  your 
deposition — I'm  going  to  give  you  a  copy  of  your  deposition — well, 
you  actually  have  it.  Why  don't  you  turn  to  page  192?  You  didn't 
tell  us  about  this? 

The  Chairman.  Let  him  get  to  page  192  and  take  a  look  at  it. 

Mr.  Ickes.  Page  192  of? 

Mr.  Chertoff.  Of  your  deposition  before  the  Senate  Banking 
Committee. 

Mr.  Ickes.  I'm  not  sure  I  see  it  here,  Mr.  Chertoff. 

Mr.  Chertoff.  It's  there. 

The  Chairman.  We'll  provide  it 

Mr.  Ickes.  No,  no.  I'm — just  bear  with  me. 

The  Chairman.  It's  up  on  the  screen  also. 

Mr.  Chertoff.  Mr.  Ickes 

The  Chairman.  Now  wait,  let  him  get  there.  Page  192? 

Mr.  Ickes.  OK,  I've  got  it.  I've  got—yes. 
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Mr.  Chertoff.  Of  your  deposition  testimony  given  on  July  24, 
1994,  and  you  were  being  questioned  by  Mr.  Codinha,  who  was  Mr. 
Ben-Veniste's  predecessor,  who  was  then  the  Majority  Counsel  on 
the  Democratic  side.  He  asked  you  specifically  about  this  memoran- 
dum and  the  25-page  attachment.  He  asked  you  at  line  16: 

Question:  Do  you  recall  creating  a  memo  on  or  around  March  1st,  which  was  a 
confidential  memo  for  the  First  Lady  of  the  United  States  that  dealt  with  the  Reso- 
lution Trust  Corporation? 

Mr.  ICKES.  What  line  are  you  on?  I'm  sorry.  What  line? 

Mr.  Chertoff.  Line  16. 

Mr.  Ickes.  Line  16  on  page  192? 

Mr.  Chertoff.  Correct.  Of  your  deposition  testimony. 

Mr.  Ickes.  I'm  with  you. 

Mr.  Chertoff.  At  line  16: 

Question:  Do  you  recall  creating  a  memo  on  or  around  March  1st,  which  was  a 
confidential  memo  for  the  First  Lady  of  the  United  States  that  dealt  with  the  Reso- 
lution Trust  Corporation? 

Answer:  I  may  have.  I  don't  recall  the  specifics. 

Then  Mr.  Codinha  went  on  to  show  you  X  1202,  which  if  you  look 
at  X1200  is  attached,  and  that  is  the  redacted  version  of  the  memo 
we've  been  talking  about. 

Mr.  ICKES.  Yes. 

Mr.  Chertoff.  And  if  we  continue  on  the  next  page,  which  would 
be  page  193,  at  line  14: 

Question:  Does  that  refresh  your  memory  as  to  whether  at  least  a  draft  of  such 
a  document  was  created? 

Answer:  As  I  sit  here  today,  I  don't  recall  specifically  creating  a  draft,  but  this 
certainly  appears  to  be  a  draft. 

Question:  Do  you  know  the  purpose,  why  such  a  memorandum  would  be  created? 

Answer:  Assuming  it  was  created  and  assuming  it  was,  in  fact,  sent  to  the  First 
Lady,  I  think  the  purpose  was  to  inform  her  about  what  was  stated  in  the  body  of 
the  memo. 

Then  Mr.  Codinha  directs  your  attention  to  the  fact  that  the 
memo  was  heavily  redacted. 

Mr.  Ickes.  Right. 

Mr.  Chertoff.  Go  on  to  the  next  page,  actually  we'll  start  at  195 
at  line  14.  Mr.  Codinha  says: 

Question:  That's  X1201  and  does  that  indicate  it  says  "redacted  25  pages'? 
Answer:  It  does. 

Question:  Does  that  indicate  to  you  this  is  a  heavily  redacted  document? 
Mr.  Bennett:  It  speaks  for  itself. 

Question:  Do  you  recall  writing  25  pages  on  the  subject  of  the  Resolution  Trust 
Corporation  to  the  First  Lady? 
Answer:  I  do  not  and  I  doubt  that  I  did. 

This  is  important,  now.  This  is  line  2,  page  196. 

Question:  When  you  say  you  doubt  that  you  did,  do  you  believe  that  someone  else 
acting  on  your  instructions  wrote  a  25-page  memo? 

Answer:  It's  hard  for  me  to  tell  since  you  say  it's  heavily  redacted.  There's  a  blank 
page,  other  than  the  word  "redacted"  and  the  handwritten  page,  "25  pages." 

Finally  to  page  197,  you  continue  to  go  back  and  forth  with  Mr. 
Codinha,  this  is  at  line  8: 

Question:  First  of  all,  how  can  you  determine  from  looking  at  the  page  that  it  is 
a  transmittal  memorandum? 

Answer:  You're  exactly  right,  I  can't.  And  the  only  reason  I  said  that  is  because 
this  was  attached  to  it 

Question:  This  being  X1201  which  is  redacted  25  pages? 


1891 

Answer:  Yes.  And  I  assume,  and  probably  incorrectly,  that  this  1201  was  attached 
to  1200.  Therefore,  I  concluded  it  was  a  transmittal  memorandum  and  I'm  in  error. 
I  don't  know  whether  it  was  or  wasn't. 

Now  my  question  to  you,  Mr.  Ickes,  is  this.  At  the  time  you  were 
shown  this  redacted  memorandum,  that  was  just  around  the  time 
you  had  told  someone  and  had  communicated  to  Ms.  Sherburne  the 
fact  that  you  had  directed  Mr.  Eggleston  to  draft  the  memorandum 
which  you  later  transmitted  up  to  the  First  Lady  under  the  title 
Resolution  Trust  Corporation. 

Isn't  it  a  fact,  Mr.  Ickes,  that  when  you  were  confronted  with  this 
memo,  even  though  it  was  heavily  redacted,  you  were  able  to  deter- 
mine from  the  cover  page,  which  is  X1202  entitled,  "To:  The  First 
Lady;  From:  Harold  Ickes;  Re:  Resolution  Trust  Corporation;"  that 
you  knew  then  and  there  that  you  had  prepared  that  transmittal 
memo  and  that  you  had  sent  Mrs.  Clinton  a  25-page  memo  on  the 
Resolution  Trust  Corporation  because  you  knew  you  had  asked  Mr. 
Eggleston  to  prepare  it,  and  you  knew  you  had  made  revisions  in 
it,  and  you  knew  you  had  sent  it  up  to  the  First  Lady? 

Mr.  Ickes.  I  think,  Mr.  Chertoff,  that  the  deposition  referred  to 
documents  that  were  heavily  redacted,  and  therefore  it  was  unclear 

I  to  me  what  the  documents  were  involved. 

Mr.  Chertoff.  But  even  with  the  redaction,  Mr.  Ickes,  even  with 
the  meager  amount  of  information  we  received  from  the  White 
House  back  in  July  1994,  we  did  have  and  you  were  shown  this. 
You  were  shown  X1202,  put  it  up  on  the  Elmo,  it  was  entitled, 

."Memorandum — To:  The  First  Lady,  From:  Harold  Ickes,  Re:  The 

j  Resolution  Trust  Corporation"  and  that  is,  in  fact,  when  you  finally 
looked  at  the  whole  memo,  that  is  the  cover  sheet  you  used  to 

1  transmit  the  entirety  of  Mr.  Eggleston's  memo  to  the  First  Lady. 

t      At  the  same  time  you  were  telling  Mr.  Codinha  that  you  didn't 

)f:know  what  this  was  in  relation  to,  you  were  telling  people  who 
were  asking  you  questions  at  the  White  House  or  who  were  convey- 

e  ing  your  information  to  the  White  House,  that,  in  fact,  you  specifi- 
cally remembered  having  directed  Mr.  Eggleston  to  prepare  that 
memorandum. 

15     Mr.  Ickes.  Mr.  Chairman,  is  that  a  question?  I  mean,  that's  a 
statement  by  Counsel. 
Mr.  Chertoff.  I'm  about  to  get  to  the  question. 

I    Mr.  ICKES.  Well,  I  know,  but  let's  ask  the  question. 
The  Chairman.  He's  setting  the  stage. 
Mr.  Ickes.  Mr.  Chairman,  in  all  fairness,  he's  using — I  mean, 
ask  the  questions.  That's  an  editorial  comment  by  Counsel.  He's 
concluding. 

The  Chairman.  Mr.  Ickes 

Mr.  Chertoff.  Did  you  tell- 
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Mr.  Ickes.  As  far  as  I  know,  the  Members  of  this  Committee  are 
i  joing  to  draw  conclusions. 

The  Chairman.  Right. 

Mr.  Chertoff.  Mr.  Ickes,  is  it,  in  fact,  the  case  that  you  told  peo- 
)le  in  the  spring  or  the  summer  of  1994,  that  you  recalled  asking 
*Jeal  Eggleston  to  draft  a  memo  about  the  RTC  procedures,  which 
le  did  in  12  hours,  that  you  made  revisions  in  the  memo,  that  you 
ent  it  to  Mrs.  Clinton,  and  that  Mrs.  Clinton  asked  a  few  ques- 
ions  about  it? 
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Mr.  Ickes.  Mr.  Chertoff,  the  responses  that  I  gave  in  the  deposi- 
tion were  responses  that  were  referring  to  a  specific  piece  of  paper 
that  was  put  in  front  of  me. 

Mr.  Chertoff.  Mr.  Ickes,  my  question  is  this.  Did  you  tell  peo- 
ple, did  you  tell  anyone  in  the  spring  or  summer  of  1994  that  you 
had  directed  Mr.  Eggleston  to  draft  a  memo,  which  he  did  in  12 
hours,  relating  to  RTC  procedures,  that  you  made  revisions  in  the 
memo,  and  that  you  sent  it  to  Mrs.  Clinton? 

Mr.  Ickes.  I  may  well  have,  Mr.  Chertoff.  But  that  was  in  con- 
nection with  documents  that  we're  being  shown  to  me  at  the  time. 

Mr.  Chertoff.  In  fact,  the  documents  that  were  being  shown  to 
you  were  the  complete  versions  of  what  the  Committee  was  given 
in  a  heavily  redacted  form?  And  if  you  want  to  compare  the  re- 
dacted memo  1202  with  the  complete  memo  7288,  you  look  at  those 
two  pages,  you  will  agree  with  me,  will  you  not,  that,  in  fact,  1202 
is  simply  a  redacted  or  edited  version  of  7288? 

Mr.  Ickes.  Mr.  Chertoff,  there  are  a  lot  of  memos  back  and  forth. 

Mr.  Chertoff.  You  compare  them 

Mr.  Ickes.  Let  me  just  finish,  Mr.  Chertoff.  There  are  a  lot  of 
memos  back  and  forth,  and  when  I  am  under  oath,  as  I  was  when 
I  was  taking — that  deposition  was  being  taken  of  me,  I  was  re- 
sponding specifically  to  the  documents  that  were  put  in  front  of  me. 

Mr.  Chertoff.  Again,  Mr.  Ickes,  my  question  is  this.  Would  you 
compare  X1202,  the  redacted  version  you  were  shown  in  the  deposi- 
tion, and  the  complete  version,  7288,  and  will  you  agree  with  me 
that  1202  is,  in  fact,  a  redacted  portion  or  an  edited  portion  of  what 
is  the  full  memo? 

Mr.  Ickes.  Upon  comparison,  I  wouldn't  disagree  with  you.  How- 
ever, Mr.  Chertoff,  I  was  not  shown  that  during  my  deposition. 

Mr.  Chertoff.  But  had  you  been  shown  the  full  memo  at  any 
other  time  before  your  deposition? 

Mr.  Ickes.  I  may  well  have.  I  don't  recall. 

Mr.  Chertoff.  Now,  I  want  to  direct  your  attention  to  the  notes 
which  have  recently  been  produced  to  us.  In  particular,  I  want  to 
direct  your  attention  to  your  notes,  page  S  2790. 

Senator  Dodd.  Mr.  Chairman,  while  he  is  looking  at  that,  can  I 
inquire,  when  did  we  receive  the  full  unredacted  memo? 

Mr.  Chertoff.  I  think  the  full  unredacted  memo,  as  I  recall,  Mr. 
Chairman,  was  presented  to  the  then-Chairman  and  Minority 
Member  on,  I  believe,  the  next-to-last  day  of  the  hearing. 

The  Chairman.  During  the  summer,  I  think,  we  had  a  meeting 
with  Ms.  Sherburne  and  then-Counsel  to  the  White  House  and  ar- 
ranged for  the  full  unredacted,  or  very  lightly  redacted  portion  to 
be  produced. 

Senator  Dodd.  Is  that  like  the  end  of  July? 

Mr.  Chertoff.  It  was  August. 

The  Chairman.  Was  it  August?  July  29th. 

Senator  Dodd.  Of  1994. 

Senator  Sarbanes.  1994. 

Senator  Dodd.  So  we  had  the  full  document  then  in  July  1994? 

Mr.  Chertoff.  We  did  not  have  it,  Mr.  Chairman,  during  the 
deposition. 
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The  Chairman.  Yes.  The  point  is  though  that  it  was  withheld, 
or  we  didn't  have  it,  and  there  was  no  agreement  until  late  July 
when  we  agreed  that  we  would 

Senator  Dodd.  No,  my  point  was,  I  think  Mr.  Ickes  testified  on 
August  4th,  and  we  had  the  document  prior  to  his  testimony. 

Mr.  Chertoff.  I  believe,  Mr.  Chairman,  to  be  absolutely  clear  on 
the  record,  the  deposition  testimony,  including  the  questions  by  Mr. 
Codinha,  then  the  Democratic  Counsel,  was  on  July  24th.  We  did 
not  receive  the  full  memorandum,  the  unredacted  memorandum 
until  the  hearings  were  underway,  which  was  several  days  there- 
after. We  did  not  receive  Ms.  Sherburne's  record  of  what  Mr.  Ickes 
knew  until  it  was  shown  to  us  within  the  last  couple  of  months. 

Now,  Mr.  Ickes,  I  want  to  direct  your  attention  to  S  20790.  These 
are  notes  of  a  meeting  regarding  Whitewater  in  your  handwriting. 

Mr.  Ickes.  Here's  the  problem,  Mr.  Chertoff.  The  documents  that 
I  was  given  to  you  by — given  to  me  by  your  staff  are  not  in  order, 
so 

Mr.  Chertoff.  We'll  send  someone  down  then  to- 


Mr.  Ickes.  That's  all  right.  They're  in  my  handwriting? 

Mr.  Chertoff.  They  are  in  your  handwriting. 

Mr.  Ickes.  And  what  date  are  they? 

Mr.  Chertoff.  1/16/94. 

Mr.  Ickes.  OK,  I  have  those. 

Mr.  CHERTOFF.  The  first  page  of  the  notes  is  S  20790;  correct? 

Mr.  Ickes.  That's  correct. 

Mr.  Chertoff.  Now  it  says  under  Arabic  numeral  2,  "Statute  of 
Limitations,"  is  that  correct? 

Mr.  Ickes.  Yes. 

Mr.  Chertoff.  Where  were  these  notes  before  they  were  pro- 
duced to  this  Committee?  Were  they  in  your  possession? 

Mr.  ICKES.  They  were  in  my  possession,  yes. 

Mr.  Chertoff.  Were  they  in  your  possession  continuously  from 
January  1994,  until  you  produced  them  to  the  White  House  Coun- 
sel to  be  produced  within  the  last  week? 

Mr.  ICKES.  Yes,  they  were  in  my  files. 

Mr.  Chertoff.  You  had  them  available  to  review  in  1994? 

Mr.  Ickes.  Well,  as  I  recall,  as  I  understand  it,  these  had  been 
produced  to  the  White  House  Counsel  pursuant  to  the  subpoena 
that  was  issued  by  the  Independent  Counsel  or  then-Special  Coun- 
sel Fiske  in  early  March  1994. 

I'm  confident  that  these  particular  notes  that  you're  referring  to 
had  been  produced  to  the  White  House  Counsel  and  it's  my  under- 
standing that  the  White  House  Counsel  overlooked  producing  them 
pursuant  to  subsequent  subpoenas  that  this  Committee  issued. 

Mr.  Chertoff.  And  you  reviewed  these  documents  before  they 
were  produced  to  Mr.  Fiske;  isthat  correct? 

Mr.  Ickes.  I  turned  the  documents  over  and  let  the  White  House 
Counsel  and  my  attorneys  determine  what  was  responsive  and 
what  was  not  responsive. 

Mr.  Chertoff.  You  reviewed  these  notes,  the  notes  that  were 
produced  to  Mr.  Fiske,  before  they  were  produced,  correct? 

Mr.  Ickes.  Again,  Mr.  Chertoff,  I  don't  want  to  quibble  with  you. 
I  don't  know  what  the  term  "review"  means.  Did  I  glance  at  them 
as  I  turned  them  over?  Yes.  Did  I  read  them?  I  doubt  it. 
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Mr.  Chertoff.  Well,  let's  go  to  page  231  of  your  deposition  on 
July  24,  1994. 

Mr.  Ickes.  I'm  sorry,  what  page? 
Mr.  Chertoff.  2-3-1,  231. 
Mr.  Ickes.  OK.  I'm  there. 
Mr.  Chertoff.  Have  it? 
Mr.  Ickes.  Yes,  I  do. 
Mr.  Chertoff.  At  line  4: 

Question:  Did  you  review  those  notes  before  you  made  a  production  to  Mr.  Fiske? 
Answer:  I  did. 

Question:  Did  you  review  those  notes  before  production  was  made  here? 
Answer:  Yes. 

Were  those  your  answers  to  the  questions  that  I  put  to  you  back 
in  1994? 

Mr.  Ickes.  Yes,  it  was,  but  again  there's  a  question  about  what 
review  means. 

Mr.  Chertoff.  Well,  did  you  have  a  question,  do  you  see  any- 
where in  that  answer  there,  a  qualification  or  an  expression  of  un- 
certainty about  what  the  word  "review"  means? 

Mr.  Ickes.  The  word  "review,"  Mr.  Chertoff,  can  mean  many 
things.  I  glanced  at  these  documents,  and  basically  I  turned  what- 
ever documents 

The  Chairman.  Mr.  Ickes,  you  didn't  say  in  your  testimony  there 
that  you  glanced  at  the  documents.  You  answered  that  you  did  re- 
view them  before  you  gave  them  to  Mr.  Fiske.  You  said  that  you 
reviewed  them  again  before  your  examination. 

Let's  go,  Counsel. 

Mr.  Chertoff.  Now,  I  want  to  continue  with  the  deposition. 

The  Chairman.  If  you  want  to  have  a  discussion  on  the  word  "re- 
view," we're  not  going  to  spend 

Mr.  ICKES.  Mr.  Chairman,  if  I  could  finish  my 

The  Chairman.  We're  not  going  to  spend 

Mr.  Ickes.  Mr.  Chairman,  if  I  could  finish  my  answer. 

The  Chairman.  We  are  not  going  to  spend  30  minutes  on  your 
interpretation  of  what  review  means. 

Mr.  Ickes.  Mr.  Chairman,  if  I  could  finish  my  answer  to  Mr. 
Chertoff,  I'd  appreciate  it. 

The  Chairman.  Well,  go  ahead,  try  to  be  responsive. 

Mr.  Ickes.  I  thought  that  you  all  asked  me  to  come  up  here  to 
answer  questions,  and  I'm  trying  to  do  that. 

The  Chairman.  And  not  give  speeches,  and  not  beat  around  the 
bush,  and  not  tell  us  what  you  testified  to  previously.  We  are  try- 
ing to  get  straightforward  answers  from  you.  When  he  asks  you 
whether  you  reviewed,  give  us  an  answer.  Yes  or  no? 

Mr.  Ickes.  Mr.  Chairman 

The  Chairman.  Yes? 

Mr.  Ickes.  Mr.  Chairman,  I  was  cut  off  in  the  middle  of  a  ques- 
tion. 

The  Chairman.  OK,  go  ahead. 

Mr.  Ickes.  I'd  like  to  finish  my  answer  if  I  could. 

The  Chairman.  I'd  like  to  see  you  try  to  do  it. 

Mr.  Ickes.  All  right. 

[Laughter.] 

I'd  like  to  be  given  a  chance. 
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Mr.  Chertoff,  when  that  subpoena  was  issued  by  Mr.  Fiske  in 
early  March  1994,  as  I  recall,  I  pulled  out  all  of  the  documents  that 
I  thought  were  responsive.  Indeed,  I  was  overly  responsive  to  that 
subpoena.  I  turned  them  over  to  my  counsel  and  to  White  House 
Counsel.  They  then  determined  what  was  responsive  to  the  sub- 
poena. When  I  say  I  reviewed  them  in  this  testimony,  I  merely 
glanced  at  them.  I  did  not  read  them. 

Mr.  Chertoff.  I'll  tell  you  what,  Mr.  Ickes,  we're  just  going  to 
go  over  what's  in  the  record  which  is  as  it  stands.  The  question  to 
you  was  did  you  review  those  notes  before  you  made  a  production 
to  Mr.  Fiske.  And  your  answer  is,  I  did.  Is  that  correct? 

Mr.  Ickes.  That's  correct. 

Mr.  CHERTOFF.  That's  what's  written  there;  right? 

Mr.  Ickes.  Yes. 

Mr.  Chertoff.  You  had  an  opportunity,  Mr.  Ickes 

Senator  Sarbanes.  Wait  a  minute.  Why  don't  we  back  off  and 
ask  the  previous  question. 

The  Chairman.  Senator,  you  can  do  that  on  your  time. 

Senator  SARBANES.  I  mean,  you  have  a  question  what  was  the 
content  of  those  notes,  and  he  says,  I  have  no  idea,  I  have  to  look 
this  up.  Did  you  review  those  notes  before  you  made  the  produc- 
tion? I  did,  but  he's  already  said  he  didn't  know  the  content. 

The  Chairman.  Senator,  if  you  want  to  testify  for  him,  you  can 
do  that. 

Senator  Sarbanes.  This  is  not  Constitutional. 

The  Chairman.  Oh,  come  on  now,  let's  cut  that  out.  Seriously. 

All  right,  we'll  go  back  right  from  the  top  of  the  page  and  start. 

Mr.  Chertoff.  This  is  the  question.  I  will  go  back  to  line  2. 

Question:  And  what  was  the  content  of  those  notes? 

Answer:  I  have  no  idea,  I'd  have  to  look  that  up. 

Question:  Did  you  review  those  notes  before  you  made  a  production  to  Mr.  Fiske? 

Answer:  I  did. 

Question:  Did  you  review  those  notes  before  production  was  made  here? 

Answer:  Yes. 

Now,  Mr.  Ickes,  you  had  an  opportunity  actually  to  make  correc- 
tions in  the  deposition,  didn't  you? 

Mr.  Ickes.  As  I  recall,  I  did. 

Mr.  Chertoff.  Do  you  have  reason  to  believe  that  the  printed 
record  of  your  answers  is  incorrect? 

Mr.  Ickes.  I  am  not  disputing  the  answer.  I  am  disputing  the  in- 
terpretation of  the  word. 

Mr.  Chertoff.  Now  it  goes  on: 

Question:  Was  there  any  mention  in  any  of  those  notes  of  the  words  "statute  of 
imitations'? 

And  then  after  we  have  some  discussion  with  the  lawyers,  the 
question  again  is  posed: 

Question:  Were  there  notes  in  the  file  in  which  the  words  "statute  of  limitations" 
tppeared? 
Mr.  Bennett:  If  he  remembers. 
The  Witness:  The  word  "statute  of  limitations"? 
Question:  Right. 
Answer:  I  don't  recall  the  words  "statute  of  limitations,"  other  than  press  clips. 

Then  Mr.  Bennett  interjects  about  the  February  2nd  note.  And 
go  on  to  ask  you,  at  line  16: 
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Question:  Excluding  TS1192  which  is  your  February  2nd  notes,  excluding  that, 
were  there  references  to  the  statute  of  limitations  in  any  of  your  other  notes? 
Answer:  Not  that  I  recall. 

Now  would  you  agree  with  me  that  your  notes  of  January  16, 
1994,  which  you  have  indicated  to  us  were  turned  over  to  the 
White  House  Counsel  to  be  produced  to  Mr.  Fiske  in  March  1994, 
does  in  fact  contain  a  discussion  of  the  statute  of  limitations,  and 
it's  right  there  in  your  handwriting;  correct? 

Mr.  ICKES.  I've  already  testified  to  that.  Yes,  it  does. 

Mr.  Chertoff.  And  you  understood  at  the  time  that  one  of  the 
issues  that  the  Committee  was  looking  at — this  wasn't  just,  you 
know,  playing  scrabble,  hunting  for  words,  one  of  the  issues  was 
whether  in  January  1994,  one  of  the  considerations  in  the  minds 
of  the  people  at  the  White  House  who  ultimately  met  with  Roger 
Altman  was  an  acute  awareness  of  the  fact  that  the  statute  of  limi- 
tations on  the  RTC  investigation  of  Madison  and  the  Rose  Law 
Firm  was  going  to  expire  at  the  end  of  February  unless  there  was 
an  extension,  and  that  that  had  a  great  deal  of  relevance  to  the  dis- 
cussions with  Mr.  Altman  in  terms  of  his  recusal.  Do  you  remem- 
ber that  being  the  issue  that  was  on  the  table? 

Mr.  Ickes.  I  do.  I  remember  a  number  of  Senators  up  here  talk- 
ing about  it  at  great  length. 

Mr.  Chertoff.  In  fact,  I  want  to  ask  you,  Mr.  Ickes,  whether  you 
have  other  notes  about  Whitewater  response  meetings  because  you 
took  notes  of  Whitewater  response  meetings  in  January,  1994. 

Mr.  Ickes.  The  notes  that  I  have,  I've  turned  over. 

Mr.  Chertoff.  Have  you  taken  other  notes? 

Mr.  Ickes.  The  only  notes  that  I  recall  taking  were  the  notes 
that  were  the  basis  for  the  typewritten  notes  that  have  been  turned 
over  to  this  Committee. 

Mr.  Chertoff.  I'm  going  to  ask  the  question  again.  I  don't  want 
to  ask  whether  something  was  the  basis  for  something.  Did  you 
take  notes  during  Whitewater  response  meetings  that  are  not  in 
the  documents  that  have  been  produced  here  today? 

Mr.  Ickes.  The  only  notes  that  I  recall  taking,  Mr.  Chertoff,  are 
those  that  are  the  basis  for  the  typewritten  notes  that  have  been 
turned  over  to  this  Committee. 

Mr.  Chertoff.  Where  are  the  original  notes? 

Mr.  Ickes.  I  do  not  know. 

Mr.  Chertoff.  What  happened  to  them? 

Mr.  Ickes.  They  may  have  been  discarded,  Mr.  Chertoff.  After 
those  typewritten  notes  were  typed  up,  there  was  no  need  for  them. 

Mr.  Chertoff.  Were  the  original  notes  turned  over  to  Mr.  Fiske?  \ 

Mr.  Ickes.  They  were  not. 

Mr.  Chertoff.  Were  they  discarded  in  February  1994? 

Mr.  Ickes.  I  suspect  that  they  were  discarded  right  after  the   | 
typewritten  memos  were  typed. 

Mr.  Chertoff.  Now  the  notes  contain  a  description  of  what  went 
on  in  the  meetings?  Is  that  what  it  is? 

Mr.  Ickes.  The  notes  basically  contained  what  is  typed  in  those 
memos  that  have  been  turned  over  to  this  Committee. 

Mr.  Chertoff.  Well,  the  memos  we  have  don't  cover  every  day 
in  which  there  were  meetings.  I  am  correct,  am  I  not,  that  there 
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were  meetings  during  the  first  2  weeks  of  January  1994,  on  a  daily 
basis? 

Mr.  Ickes.  That's  correct. 

Mr.  Chertoff.  Sometimes  twice  a  day? 

Mr.  Ickes.  Sometimes. 

Mr.  Chertoff.  So  that  would  suggest  there  should  have  been 
notes  for  somewhere  between  7  and  14  sets  of  notes  for  those  first 
2  weeks;  right? 

Mr.  Ickes.  There's  no  suggestion  that  there  should  be  any  notes, 
Mr.  Chertoff. 

Mr.  Chertoff.  But  you  took  notes,  didn't  you? 

Mr.  Ickes.  I  took  notes  of  those  documents  that  were  then  tran- 
scribed by  a  typewriter  and  were  distributed  to  certain  members  of 
that  group.  They  were  actually  assignment  notes.  That's  what  I 
was  interested  in. 

Mr.  Chertoff.  Right.  You  had  assignment  notes.  I  think  if  you'll 
look  in  your  production,  you'll  see  assignment  notes  for  January 
9th  and  for  January  10th.  Are  there  any  other  typewritten  versions 
of  notes  from  these  daily  meetings  over  this  2-week  period  that  you 
find  in  your  production  of  documents? 

Mr.  Ickes.  Not  that  I  know  of,  Mr.  Chertoff.  I  turned  all  of  these, 
all  of  my  files  over  to  White  House  Counsel  and  to  my  own  lawyer. 
Last  week,  they  went  through  all  of  the  files,  and  this  is  what  has 
been  produced. 

Mr.  Chertoff.  The  only  handwritten  notes — you  saved  these 
notes  on  January  16,  1994,  though;  right? 

Mr.  Ickes.  What? 

Mr.  Chertoff.  The  January  16th  notes  in  your  own  handwriting 
you  saved;  right? 

Mr.  Ickes.  That  was  a  much,  that  was  a  different  meeting.  That 
was  not  the  Whitewater  Response  Group  that  you  referred  to. 

Mr.  Chertoff.  Did  you  make  a  decision  that  with  respect  to 
Whitewater  response  meetings  you  would  not  save  the  notes,  as  op- 
posed to  keeping  the  notes  of  other  meetings? 

Mr.  Ickes.  No.  There  was  no  typewritten  transcript  of  this,  Mr. 
Chertoff.  There  was  a  typewritten  transcript  of  the  notes  that  I 
took  in  the  Whitewater  response  meeting,  and  those  typewritten 
notes  have  been  turned  over  to  this  Committee. 

Mr.  Chertoff.  Well,  who  made  the  typewritten  transcript  of  the 
notes  of  the  Whitewater  response  meetings? 

Mr.  Ickes.  I  don't  recall.  Somebody  in  my  office. 

Mr.  Chertoff.  Did  you  ask  somebody  to  do  it? 

Mr.  Ickes.  Yes. 

Mr.  Chertoff.  Are  you  telling  us  that  the  assignment  lists  for 
January  9th  and  January  10th,  which  are  the  only  assignment  lists 
we  have  received,  that's  the  sum  total  of  all  the  notes  for  those  2 
weeks? 

Mr.  Ickes.  All  the  notes  that  I  have.  Obviously  others  took  notes. 

Mr.  Chertoff.  But  you  only  took  notes  on  two  occasions? 

Mr.  Ickes.  What? 

Mr.  Chertoff.  You  only  took  notes  on  two  occasions? 

Mr.  Ickes.  That's  right.  My  job  was  to  coordinate  the  pulling  to- 
gether of  information  and  make  assignments.  That  is  what  I  was 
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doing  with  that  group,  and  that  is  what  I  was  interested  in,  and 
that  is  what  I  was  focused  on. 

Mr.  Chertoff.  Now  just  to  close  the  loop  on  this,  let's  go  back 
to  your  deposition  on  page  87,  line  2. 

Mr.  Ickes.  Wait  just  a  moment,  sir.  This  is  page  87  of  the  deposi- 
tion? 

Mr.  Chertoff.  On  July  24th,  Mr.  Codinha  asking  the  questions. 

Mr.  ICKES.  OK,  I'm  at  87. 

Mr.  Chertoff.  Line  2: 

Question:  Did  individuals  take  notes  at  those  meetings,  if  you  noticed? 
Answer:  Some  individuals  did. 
Question:  Did  you  take  notes? 
[Witness  conferred  with  counsel.] 
Answer:  I  kept  notes. 

Question:  Would  it  be  correct  to  say  that  if  they  pertain  to  the  scope  of  Senate 
Resolution  229,  that  they  have  been  delivered  to  the  Committee? 
Answer:  Yes. 

Question:  And  you  have  reviewed  your  notes  yourself  or  along  with  your  attorney? 
Answer:  I  have. 

Is  that  true?  Did  you  review  your  notes  of  the  Whitewater  re- 
sponse meetings  with  your  attorney? 

Mr.  Ickes.  Again,  I  reviewed  notes  in  the  sense  that  I  use  re- 
view, Mr.  Chertoff,  that  I  looked  at  stuff  and  I  turned  it  over  to, 
I  turned  it  over  to  my  lawyer. 

Mr.  Chertoff.  But  here  is  the  problem,  Mr.  Ickes,  Mr.  Codinha 
was  really  quite  specific.  He  was  asking  you  specifically  about 
notes  of  the  Whitewater  Response  Team  meetings.  Now  you  have 
just  told  us  that  all  the  notes  of  the  Whitewater  Response  Team 
meetings  were  discarded  because  they  were  turned  into  typewritten 
assignment  lists. 

Whether  review  means  glance,  survey,  interpret,  or  examine  your 
testimony  in  1994,  was  that  you  had  reviewed  notes  of  the  White- 
water Response  Team  meetings  with  your  attorney.  That  strongly 
suggests,  Mr.  Ickes,  that  you  had  notes  of  those  meetings  in  your 
possession  at  a  point  in  time,  and  you  could  sit  down  with  your 
lawyer  and  look  at  them. 

Mr.  Ickes.  Those  notes,  Mr.  Chertoff,  are  on  two  or  three  or  four 
typewritten  pages  which  have  been  turned  over  to  this  Committee. 

Mr.  Chertoff.  I  see  the  only  notes  then  that  you're  referring  to 
here  are  a  memorandum  of  January  9th  with  assignments  and  the 
memorandum  of  January  10th  with  assignments  S  2888  and  2889 
and  S2819  and  2820,  those  4  pages? 

Mr.  Ickes.  Yes. 

Mr.  Chertoff.  That's  it?  That's  all  the  notes  you  had  of  White- 
water Response  Team  meetings? 

Mr.  Ickes.  That's  correct. 

Mr.  Chertoff.  When  you  said  in  your  sworn  deposition  that  you 
reviewed  notes  with  your  attorney,  what  you  really  meant  was 
typed  memoranda,  not  notes? 

Mr.  ICKES.  Well,  I  didn't  know  that  notes  referred  only  to  hand- 
written notes,  Mr.  Chertoff.  You  didn't  make  that  clear  that  that's 
what  you  were  referring  to. 

Mr.  Chertoff.  It  was  Mr.  Codinha.  All  right,  we'll  resume. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 
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Mr.  Ben-Veniste.  May  I  inquire?  That  was  35  minutes,  39  or  40 
minutes. 

The  Chairman.  Let  me  say  this  to  you.  We  went  about  2  minutes 
over,  but  when  the  witness  looks  for  documents,  we  have  made  a 
practice  of  taking  the  clock  off  to  give  him  an  opportunity,  so  that's 
what  the  additional  time  is.  We'll  grant  you  certainly  an  additional 
2  minutes. 

Mr.  Ben-Veniste.  So  what  is  the  time  we  have? 

The  Chairman.  You  have  32  minutes. 

Senator  Sarbanes.  Mr.  Chairman,  I  think  it  makes  for  a  more 
orderly  procedure  if  we  just  adhere  to  the  lights.  I  mean,  that  way 
we  won't  have  this  kind  of  discussion. 

The  Chairman.  Well,  I  will  to  this  extent.  Mr.  Chertoff  continued 
for  approximately  2  minutes  after  the  red  light  went  on.  That  was 
in  an  attempt  to  finish  a  particular  line  of  questioning.  I  think  it 
is  not  realistic  for  us  to  think  that  we're  going  to  ask,  particularly 
our  colleagues,  Senators,  to  stop  a  line  of  questioning  when  they 
are  about  to  complete  it  within  a  few  minutes.  So  we'll  adhere  to 
the  light  with  that  exception,  we'll  permit  both  sides  that  latitude. 
But  we  will  attempt  to  stick  as  closely  as  we  can  to  the  lights. 

Senator  Sarbanes.  Well,  I  think  that  process  carries  abuse  with 
it.  I  think  we  really  ought  to  just  adhere  to  the  lights.  That's  what 
the  Resolution  provides  for.  That  way  we  have  no  argument,  we 
have  no  difference  over  the  amount  of  time  and  so  forth. 

The  Chairman.  Senator,  if  you  want  to  take  responsibility,  when 
the  light  goes  on,  for  telling  those  Members  on  your  side  that  their 
time  is  over,  but  I  have  not  been  too  successful  in  dealing  with  my 
colleagues  on  either  side  because  they  generally  say,  "Well,  if  I 
might  just  be  permitted  to  finish  this  question."  So  you  can  attempt 
to  do  that. 

Senator  Sarbanes.  Well,  we  have  done  that. 

The  Chairman.  Yes,  we  have.  We  are  really  wasting  a  lot  of  time 
right  now,  and  it's  on  your  time,  but  I  am  going  to  attempt  to  hold 
us  as  closely  as  we  can  to  the  light,  recognizing,  as  I  have  indi- 
cated, what  I  believe  makes  for  an  orderly  hearing  and  also  comity 
for  both  sides. 

Senator  Sarbanes.  Speaking  of  comity,  we'll  take  it  off  our  time, 
Mr.  Chairman,  this  discussion. 

The  Chairman.  OK.  I  thank  my  friend. 

Mr.  Ben-Veniste.  Mr.  Ickes,  let  me  start  with,  I  guess  a  minor 
point,  which  is  whether,  as  a  normal  practice,  you  keep  every  scrap 
of  paper  that  you  have  written  during  the  time  that  you  have  been 
at  the  White  House? 

Mr.  Ickes.  I  don't  think  there  was  enough  room  to  keep  every 
scrap  of  paper  that  one  generates  at  the  White  House,  Mr.  Ben- 
Veniste. 

Mr.  Ben-Veniste.  So  you've  indicated  that  with  respect  to  notes 
that  were  transcribed  from  handwriting,  and  I  happen  to  have  been 
among  those  that  have  tried  to  decipher  your  handwriting,  and  I 
applaud  the  occasions  when  those  notes  were  transcribed 

Mr.  Ickes.  Good  luck. 

Mr.  Ben-Veniste.  — that  once  they  were  reduced  to  typewritten 
form,  you  saw  no  need  to  keep  as  historical  relics  the  handwritten 
notes  from  which  the  typewritten  pages  were  made? 
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Mr.  Ickes.  I  mean,  once  the  typewritten — I  cross-checked  them 
against  my  notes.  They  were  accurate.  And  I  don't  know  if  they 
were  thrown  away  or  not  but  there  was  no  need  for  them. 

Mr.  Ben-Veniste.  When  you  refer  to  notes  in  general,  does  that 
encompass  both  handwritten  and  typed  notes? 

Mr.  Ickes.  Certainly  in  my  mind  it  does. 

Mr.  Ben-Veniste.  OK.  Let  me  get  first  to  the  question  of  process. 
If  I  understand  your  testimony  heretofore  correctly,  there  were 
notes  which  were  turned  over  to  White  House  Counsel's  Office  that 
were  for  the  reasons  set  forth  in  Ms.  Sherburne's  letter  to  this 
Committee,  not  produced  in  a  timely  fashion.  Is  that  correct? 

Mr.  Ickes.  Yes. 

Mr.  Ben-Veniste.  Similarly,  with  respect  to  other  notes  which 
have  been  produced  recently  by  you,  those  additional  notes  were  in 
your  possession,  but  through  inadvertence  were  not  turned  over? 

Mr.  Ickes.  They  were,  Mr.  Ben-Veniste.  If  I  may  be  permitted  to 
give  you  a  short  explanation?  When  Mr.  Fiske's  subpoena  was 
served  on  the  White  House,  I  reviewed,  I  went  through  all  of  my 
files,  and  as  I  recall  I  was  overly  inclusive  in  giving  documents  to 
White  House  Counsel  and  to  my  own  counsel,  to  let  them  make  a 
decision  as  to  whether  or  not  a  particular  document  was  responsive 
to  the  so-called  Fiske  subpoena. 

I  was  under  a  misimpression,  as  the  year  wore  on,  that  I  had 
turned  over  all  of  my  documents  relating  to  Whitewater  to  them  for 
review.  It  turns  out  that  the  documents  that  had  been  delivered  to 
this  Committee,  I  guess  yesterday  or  day  before  yesterday,  there 
were  a  bunch  of  those  documents,  I  think  114  pages  or  so,  of  which 
54  pages  or  so  had  already  been  turned  over  by  other  means  to  this 
Committee.  But  none  of  those  documents,  with  the  exception  of  the 
handwritten  notes  of  Mrs.  Clinton's  press  conference  in  April,  none 
of  those  documents  were  dated  after  the  Fiske  subpoena. 

It  was  inadvertent  on  my  part.  There  was  no  attempt  whatsoever 
to  hide  anything,  to  keep  anything  back  from  this  Committee.  I 
think  if  you  look  at  the  substance  of  those  documents,  there's  noth- 
ing of  critical  importance  in  there.  Obviously,  this  Committee  has 
a  right  to  have  those  documents.  I  made  a  mistake  and  I  apologize 
to  the  Committee  for  that.  But  the  fact  of  the  matter  is  this  White 
House  has  made  every  attempt  exceeded  by  no  White  House  in  the 
history  of  the  Republic  to  cooperate  with  this  Committee,  with 
House  Committees,  with  independent  prosecutors.  We  have  turned 
over  14,000  some  pages  of  documents  I'm  told  to  this  Committee 
alone.  We've  turned  over  50,000  to  60,000  documents  in  total  to 
various  committees  and  the  Independent  Counsel.  We  are  not  hid- 
ing anything. 

This  President  made  a  decision  early  on  to  have  as  open  and  as 
much  cooperation  as  possible,  and  I  think  it  is  fair  to  say,  and  that 
the  historical  record  will  show  that  there  has  not  been  a  White 
House  that  has  been  more  cooperative  than  this  White  House. 

I  would  just  refer  you,  Mr.  Ben-Veniste,  to  an  article  written  on 
Sunday,  January  28,  1986,  by  Beth  Nolan  and  John  Podesta,  in 
which  a  diary  of  then-President  Bush  was  sought,  and  it  was  re- 
quested, apparently  it  was  included  in  the  framework  of  a  request 
that  was  issued  in  1987,  was  found  in  September  1992,  but  was  not 
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turned  over  to  the  appropriate  Independent  Counsel  until  Decem- 
ber 1992.  That's  approximately 

Mr.  Ben-Veniste.  Well,  I  think  we  have  already  reviewed  that 
article  and  that  fact  situation,  so  let  me  focus  really  on  the  situa- 
tion, if  I  may,  before  us  today,  Mr.  Ickes. 

With  respect  to  the  production  of  documents  the  day  before  yes- 
terday, that  was  a  compendium  of  documents  which  had  been  in 
part  turned  over  to  the  White  House  Counsel's  Office? 

Mr.  Ickes.  Yes. 

Mr.  Ben-Veniste.  And  if  I  understand  your  testimony  correctly, 
the  balance  of  the  relevant  documents,  you  were  under  the  impres- 
sion, had  already  been  turned  over  and  when  an  additional  scrub 
down  of  all  documents  was  again  requested,  it  was  determined  by 
comparing  the  documents  in  your  possession  to  what  had  been 
turned  over  by  White  House  Counsel's  Office,  that  there  were  addi- 
tional documents  that  had  not,  up  to  that  point,  been  turned  over 
from  your  files.  Is  that  correct? 

Mr.  ICKES.  That  is  correct.  I  was  under  a  mistaken  impression, 
and  I  apologize  to  this  Committee,  that  I  had  turned  those  docu- 
ments over.  But  when  I  went  back  through,  I  pulled  all  of  my  files, 
I  think  it  was  last  Thursday,  I  left  them  in  my  office  because  I  was 
leaving  on  a  trip  with  the  President,  and  I  had  Ms.  Sherburne,  I 
informed  Ms.  Sherburne  and  my  own  attorneys  to  go  through  all 
of  my  files  to  see  if  there  was  anything  in  there  that  was  respon- 
sive that  had  not  been  turned  over. 

Mr.  Ben-Veniste.  Now,  I  think  it  is  the  appropriate  business  of 
the  Committee,  and  I  will  attempt  to  do  that,  to  review  the  actual 
documents.  Let's  look  at  them,  see  what's  in  them,  and  receive  your 
explanation,  to  the  best  of  your  recollection,  as  to  what  occurred  at 
the  time.  And  then  we  can  all  make  a  determination  as  to  the  rel- 
ative importance  of  this  material  to  the  matters  under  which  we 
are  charged  with  investigating.  So  let's  turn  to  your  notes  of  Janu- 
ary 16,  1994,  if  I  may. 

Mr.  ICKES.  That  starts  with  S  20790,  Mr.  Ben-Veniste? 

Mr.  Ben-Veniste.  Yes. 

Mr.  Ickes.  OK,  I  have  those. 

Mr.  Ben-Veniste.  That  was  a  meeting  which  took  place  outside 
of  the  White  House? 

Mr.  Ickes.  That's  correct.  It  took  place  at  Vernon  Jordan's  home. 

Mr.  Ben-Veniste.  The  persons  who  participated  in  that  meeting? 

Mr.  Ickes.  I  can  only  tell  you  what  my  notes  show.  I  think  they 
are  fairly  complete.  There  was  Mr.  Jordan,  Mr.  Kendall,  Susan 
Thomases,  Kirk  O'Donnell,  who  is  a  partner  in  Mr.  Jordan's  firm, 
myself,  Maggie  Williams,  George  Stephanopoulos,  and  Pat  Griffin. 
There  may  well  have  been  others,  but  I  can  only  recall  what  I  have 
on  my  notes,  Mr.  Ben-Veniste. 

Mr.  BEN-VENISTE.  All  right.  Now  will  you  go  through  the  notes 
and  translate  them  for  us,  if  you  will,  and  add  your  recollections 
as  you  go  through  them  as  to  what  the  substance  of  that  meeting 
entailed? 

Mr.  Ickes.  Basically  the  purpose  of  that  meeting  was  to  get 

First  of  all,  I  would  like  to  point  out  that  the  President,  by  that 
time,  by  the  16th  of  January,  it's  my  recollection  that  he  had  al- 
ready asked  his  Attorney  General  to  appoint  a  Special  Counsel. 
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Mr.  Ben-Veniste.  I  believe  there  is  a  letter  reflecting  that  deci- 
sion as  having  been  made  as  of  that  date. 

Mr.  Ickes.  Basically  the  purpose  of  that  meeting  as  I  recall,  Mr. 
Ben-Veniste,  I  think  it  was  instigated  by  me,  was  to  get,  review  the 
whole  situation.  We  were  under  a  great  deal  of  questioning  by  the 
press  during  that  period  of  time. 

The  President  had  called  for  a  Special  Counsel,  and  it  was  to  get 
the  views  of  some  people  who  were  not  involved  in  the  day  to  day 
who  might  have  a  broader  perspective  on  it,  such  as  Mr.  Jordan, 
Mr.  O'Donnell,  Mr.  Kendall,  Ms.  Thomases,  and  others,  to  see  what 
their  perspective  of  the  various  situations  were  and  that  was,  as 
you  can  see  from  these  notes,  we  went  down  and  discussed  a  vari- 
ety of  different  issues. 

Mr.  Ben-Veniste.  To  perhaps  refresh  your  recollection  and  to  en- 
sure that  the  record  is  accurate  on  this  point,  we  have  a  letter 
which  is  dated  January  12,  1994,  from  Mr.  Nussbaum  to  Attorney 
General  Reno,  requesting  the  appointment  of  a  Special  Counsel  4 
days  before  this  meeting  took  place.  So  please  go  on. 

Mr.  Ickes.  How  do  you  want  me  to  proceed?  You  want  me  to  just 
go  down  through  the  notes? 

Mr.  Ben-Veniste.  Why  don't  you  go  through  the  notes  and  indi- 
cate, since  the  notes  are,  of  course,  not  complete  sentences  and  to 
some  extent  difficult  to  read,  what  they  indicate  and  what  you  re- 
call of  the  substance  of  the  conversation. 

Mr.  Ickes.  I  will  tell  you  at  this  point,  Mr.  Ben-Veniste,  I  do  not 
recall  much  other  than  what  the  notes  themselves  indicate.  I  do  re- 
call the  nature  and  the  substance  and  the  purpose  of  the  meeting. 
The  specific  conversations  I  am  basically  going  to  be  limited  to  my 
notes. 

Mr.  Ben-Veniste.  Well,  it  is  my  intention  that  for  the  purposes 
of  the  substance  of  this  Committee's  investigation,  what  we're  all 
about,  rather  than  spend  all  our  time  on  the  question  of  how  the 
notes  were  discovered,  the  reasons  which  you  have  indicated  as  to 
why  they  were  not  produced  earlier,  we  have  that. 

Now,  I  think  the  important  thing  is  to  see  what  is  in  the  notes, 
look  at  that  very  carefully,  and  get  your  best  recollection  about 
those  events. 

Mr.  Ickes.  Well,  one  issue  that  was  being  discussed  at  that  time 
was  the  release  of  documents.  And  as  you  recall,  there  had  been 
a  subpoena  that  had  been  negotiated  between  Mr.  Kendall  and  the 
Department  of  Justice  in  late  December  of  the  preceding  year,  and 
I  think  the  notes  say  here,  "release  of  documents:  on  the  advice  of 
counsel;  and  totally  .  .  ."  it  probably  should  read  "total"  but  "to- 
tally cooperation."  And  I  take  that  to  mean  that  there  was,  that  the 
discussion  there  was  that  there  should  be  complete  and  total  co- 
operation as  had  been  promised  by  the  President  with  respect  to 
the  release  of  documents. 

The  next  item,  Number  2,  "Statute  of  limitations."  I  am  just 
reading  now  so  that  you  all  can  get  a  sense  of  what  is  said  here, 
"no  allegation  that  the  Clintons  have  broken  any  law  and  there- 
fore"— obviously  I  trailed  off  and  started  taking  a  new  note — "we 
don't  know  what  civil  refers  to,  always  exception  for  found."  I  think 
that  meant  "fraud."  And  my  understanding  was,  although  I'm  no 
expert  in  this  area  of  law,  that  notwithstanding  the  statute  of  limi- 
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tations,  which  had  been  discussed  extensively  by  Members  of  the 
Senate  up  here  at  that  time,  that  there  was  an  exception  for  fraud. 
Again,  I  can't  go  beyond  the  discussion  here.  I  don't  have  a  specific 
recollection. 

Number  3,  "We  should  spend."  I  think  as  I  read  my  handwriting, 
it  should  be  "We  should  speak."  And  the  question  there  is  who 
should  speak  and  in  what  terms.  A  lot  of  people  at  the  White 
House  were  talking  about  Whitewater  at  that  time.  Some  were  in- 
formed, some  were  misinformed.  Quite  frankly,  we  were  getting 
hammered  by  the  press  because  of  misinformation,  not  wittingly 
but  inadvertently  was  coming  out  of  the  White  House,  and  one 
thing  we  wanted  to  do  was  to  limit  the  number  of  people  who  were 
speaking  about  Whitewater  so  that,  and  when  I  use  Whitewater, 
I  use  that  in  a  broad  generic  sense,  so  that  accurate  information 
would  be  coming  out  from  the  White  House. 

And  so  I  think  the  reference  to  "shut  down  White  House  in  an- 
swering" basically  meant  restricting  the  number  of  people  who 
were  responding  to  the  press  regarding  these  matters.  "Op  ed.  OK, 
no  problem  legally."  I  think  that  there  was  a  discussion  about 
whether  an  op  ed  piece  could  be  done  and  should  be  done,  and 
whether  it  was  a  problem,  and  the  answer  there  I  think  is  that 
there  was  no  problem  legally. 

Now,  I  am  at  somewhat  a  disadvantage,  Mr.  Ben-Veniste,  be- 
cause I  have  an  unredacted  portion. 

Mr.  Ben-Veniste.  We've  reviewed  all  of  the 

Mr.  Ickes.  What  is  the  next  item  that  you  want  me  to  refer  to? 

Mr.  BEN-VENISTE.  We  should  provide  you  with  the  same  docu- 
ment that  we  have. 

Mr.  ICKES.  You  may  have.  I  have  not  looked  through.  Bear  with 
me  for  one  moment. 

Mr.  Ben-Veniste.  Might  I  say,  Mr.  Chairman,  and  I  note  Sen- 
ator Hatch  has  been  very  interested  in  this  issue  as  well,  that  we 
have  reviewed  all  the  redacted  portions  in  this  document,  and  we 
have  concluded  that  the  redactions  are  appropriately  made. 

Mr.  Ickes.  I  now  have  a  redacted  document  in  front  of  me.  The 
next  item 

Mr.  Ben-Veniste.  And  when  I  say  we,  I  mean,  Minority  staff, 
Mr.  Chairman. 

Mr.  ICKES.  The  next  item  that  I  have  on  the  redacted  portion 
says,  Number  4,  "Congress."  The  rest  of  it's  redacted,  is  my  under- 
standing. 

Going  to  the  next  page  at  the  top,  it  says,  "Consensus  that  White 
House  stop  talking,  refer  everything  to  Special  Counsel.  Don't  refer 
to  DK."  I  think  the  initials  DK  refer  to  David  Kendall.  And  again 
I  think  there  was  consensus  not  necessarily  adhered  to  but  that  the 
White  House  stop  talking  as  much  as  it  was  and  especially  through 
as  many  voices  as  it  was  and  that  was  something  that  we  were  at- 
tempting to  do. 

And  I  think,  as  I  recall,  there  was  discussion  just  about  referring 
questions  as  much  as  possible  to  the  then-Special  Counsel  who  had 
been  called  for,  I  think  had  not  yet  been  appointed,  but  had  been 
called  for. 
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The  next  item  is  "DK  facts."  I  think  that  that  is  a  reference,  as 
I  recall,  to  David  Kendall,  who  basically  gave  a  recitation  of  perti- 
nent facts. 

Mr.  Ben-Veniste.  We  have  received  in  this  Committee,  Mr.  Ken- 
dall's summary  and  his  chronology  of  the  Whitewater  facts,  and 
this  seems  to  be  a  shortened  version  of  that.  There  is  nothing  that 
I  see  remarkable  in  that  recitation.  If  I  am  incorrect,  I  know  Mr. 
Chertoff  will  correct  me.  Let's  turn  to  the  next  portion. 

Mr.  Ickes.  Going  on  then,  Mr.  Ben-Veniste,  to  the  next  page, 
again  I  think  that  this  is  basically  a  continuation  of  the  recitation 
of  facts  that  Mr.  Kendall  gave  at  that  meeting.  I  will  go  down  them 
if  you  want,  but  again. 

Mr.  Ben-Veniste.  With  respect  to  the  Rose  Law  Firm,  would  you 
read  your  notes  there?  Right.  This  is  on  S  20792. 

Mr.  Ickes.  Wait  just  a  moment.  OK,  you  are  now  on  the  next 
page? 

Mr.  Ben-Veniste.  Right. 

Mr.  Ickes.  I'm  sorry.  "Rose  Law  Firm?  1985  retain  (15  months 
retainer),  try  to  get  Arkansas  Security  Commissioner  to  approve  is- 
suance of  preferred  stock."  I  think  that  refers  to  the  representation 
that  they  were  giving,  making  before  Ms.  Schaffer. 

Next  line  or  next  block  is  "to  permit  Madison  Guaranty  to  act  as 
security.  Bassett  approved  but  only  if  it  improved  its  capital  ac- 
count." Again,  I  can't  go  much  beyond  that,  but  my  understanding 
is,  based  on  what  I've  heard  and  what  I've  learned,  that  the  Rose 
Law  Firm  was  representing  Madison  Guaranty  before  Ms.  Bassett, 
who  was  the  Securities  Commissioner  at  that  time. 

Mr.  Ben-Veniste.  We  are  still  in  the  recitation  of  facts  given  by 
Mr.  Kendall  at  this  point? 

Mr.  ICKES.  That  I  think  is  fair.  It  does  not  indicate  that,  but  I 
think  it's  fair  to  say  that.  I  don't  want  to  say  that  absolutely  but 
it  appears  to  be,  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  OK.  Now  pick  up,  if  you  will,  on  the  next  page. 

Mr.  Ickes.  And  the  first  line  of  that  is  what?  By  1992,  all  White 
House? 

Mr.  Ben-Veniste.  Right. 

Mr.  Ickes.  OK.  Do  you  want  me  just  to  continue  reading  that? 

Mr.  Ben-Veniste.  Yes. 

Mr.  Ickes.  Yes.  "By  1992,  all  White" — presumably  referring  to 
Whitewater — "loans  paid  off.  Losses  not  taken — primarily  to  avoid 
possible  IRS  audit  during  1992  campaign."  Next  line  is  "Three 
years  to  amend  returns  maybe  they  will  claim  it."  Next  line  is 
"They  did  take  some  interest  deductions  during  prior  years." 

Mr.  Ben-Veniste.  Do  you  recall  anything  in  addition  to  your 
notes  with  respect  to  that  discussion? 

Mr.  Ickes.  I  do  not.  I'm  not  sure  whether  that  is  part  of  a  Ken- 
dall recitation  or  whether  that  was  part  of  the  discussion. 

It  strikes  me,  as  I  look  at  this  now,  especially  based  on  the  testi- 
mony last  summer,  that  this  was  probably  in  error  because  I  think 
that  the  losses  they  were  talking  about  were  to  be  taken  in  1993. 
But  again  my  notes  show  what  they  show.  This  may  well  have 
been  an  allegation  that  people  were  talking  about.  I  just  have  no 
recollection  of  how  it  came  up. 
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Mr.  Ben-Veniste.  Then  there  is  a  circle  with  some  handwriting. 
What  does  that  say? 

Mr.  ICKES.  It  says,  "political  argument."  That  is  next  to  the 
phrase,  "They  did  take  some  interest  deductions  during  prior 
years."  I  can't,  I  literally  cannot  recall  what  that  means.  The  notes 
speak  for  themselves.  I'm  afraid  I  can't  expand  on  it,  Mr.  Ben- 
Veniste. 

Mr.  Ben-Veniste.  OK.  Then  go  on. 

Mr.  ICKES.  Item  Number  3,  "Legal  costs  of  BC/HRC."  Referring 
to  the  President  and  to  Mrs.  Clinton.  "VJ,"  referring  to  Mr.  Jordan, 
"do  nothing  now.  HI,"  referring  to  myself,  "urged  that  the  right 
people  get  handle  and  answer  on  this."  And  then  over  to  the  right 
hand  side,  the  block  says,  "Public  will  resent  it  if  HRC  abandons 
health  care  and  focuses  on" — sentence  trails  off. 

Mr.  Ben-Veniste.  Do  you  have  a  recollection  of  what  that  was 
about? 

Mr.  Ickes.  I  think  focusing  on  Whitewater  and  what  was  going 
on  in  connection  with  Whitewater.  She  was  obviously,  a  lot  of  ques- 
tions were  being  asked  about  her  and  especially  the  Rose  Law  Firm 
representation  of  Madison  Guaranty  at  that  time,  as  I  recall. 

Mr.  Ben-Veniste.  Continue  on,  please. 

Mr.  Ickes.  Item  Number  4,  "HRC,"  referring  again  to  Mrs.  Clin- 
ton, "as  lawyer  on  this.  She  can't  be  diverted  from  health  care  oth- 
erwise press/public  will  think  White,"  meaning  Whitewater,  "is  a 
big  issue  if  she  isn't  involved  with  health."  Kirk  O'Donnell,  that's 
"KOD,"  I'm  sure  refers  to  Mr.  O'Donnell,  "feels  strongly  about  this." 

Mr.  Ben-Veniste.  And  then  beyond  that? 

Mr.  Ickes.  Number  5,  "Betsey  Wright.  Pat  G,"  I  think  referring 
to  Pat  Griffin,  "A.  Wexler,"  I  assume  refers  to  Anne  Wexler.  It  was 
my  understanding  that  Ms.  Wright  was  working  at  Ms.  Wexler's 
firm  at  that  time.  I  have  no  idea  what  that  was  about.  All  I  can 
do  is  tell  you  what's  on  the  notes. 

Mr.  Ben-Veniste.  Go  on. 

Mr.  Ickes.  The  next  one  is  item  Number  6,  which  is  "House 
Banking  Committee." 

Mr.  Ben-Veniste.  That's  redacted.  Then  there's  20794. 

Mr.  Ickes.  Which  I  do  not — wait  a  moment,  Mr.  Ben-Veniste. 

Item  Number  7,  "Independent  Counsel  statute.  Wait  until  SC," 
presumably  referring  to  Special  Counsel,  "is  appointed.  Then  dis- 
cuss whether  we  want  it  permitted  to  have  SC,"  meaning  Special 
Counsel,  "considered  as  IC,"  presumably  referring  to  Independent 
Counsel,  "or  not."  That  Independent  Counsel  statute  had  been  basi- 
cally blocked  by  the  Republicans,  as  you  know,  and  there  was  a  dis- 
cussion whether  or  not  it  was  going  to  be  reenacted. 

Mr.  Ben-Veniste.  Go  on. 

Mr.  Ickes.  Number  8,  "Reconvene  this  group  on  regular  basis." 
Presumably  referring  to  the  group  that  was  meeting  in  that  room. 
My  recollection  is  that  it  was  never  reconvened. 

Number  9,  "Op  ed."  Referring  presumably  to  an  op  ed  piece. 
"Maybe  do  this,  maybe  not,  no  strong  feelings  on  this."  Incomplete 
sentence.  Don't  know  what  that  really  refers  to. 

The  next  item,  PG  10. 

And  then  the  final  item  is  Number  11,  "Calls  from  press.  All  calls 
to  GS,"  referring  to  George  Stephanopoulos,  "we  are  moving  on." 
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Mr.  Ben-Veniste.  All  right.  Now  that  concludes  the  notes  for 
that  meeting.  Is  there  anything  else  that  you  recall  about  the  meet- 
ing that  was  not  reflected  in  the  notes? 

Mr.  Ickes.  Not  that  I  recall,  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  So  this  was  again,  if  I  understand  your  testi- 
mony, a  session  that  involved  people  who  were  outside  of  the  day- 
to-day  business  of  the  White  House  and  this  issue,  to  have  them 
listen  to  this  factual  recitation  and  exchange  some  ideas  about  how 
to  proceed? 

Mr.  Ickes.  Yes.  It  was  an  attempt  quite  frankly  to  get  outside 
perspective  including  people  who  were  involved  in  the  day  to  day, 
but  also  including  people  who  were  not  involved  in  the  day  to  day, 
might  have  a  different  perspective  on  things. 

Mr.  Ben-Veniste.  Now  last  week  when  Mr.  Gearan  was  before 
us,  there  was  an  issue  about  discussions  prior  to  the  12th  when  the 
President  made  the  determination,  or  at  least  communicated  the 
determination  through  counsel  that  a  Special  Counsel  ought  to  be 
appointed  as  to  the  position  of  Attorney  General  Reno.  And  there 
was  much  discussion,  it  seemed  like  hours,  over  a  phrase  in  Mr. 
Gearan's  notes  to  the  effect  that  Attorney  General  Reno  had  closed 
the  door  on  the  appointment  of  a  Special  Counsel.  Do  you  recall 
that  discussion? 

Mr.  Ickes.  Well  again,  this  happened  well  over  2  years  ago.  I'm 
not  sure  I  recall  the  specific  discussion.  I  would  also  point  out  that 
those  are  Mr.  Gearan's  notes,  not  my  notes. 

I  do  know  that  there  was  considerable  discussion  in  the  press, 
among  other  things,  in  early  January,  that  the  Attorney  General 
was  very  reluctant  to  appoint  a  Special  Counsel.  And  I  think  the 
understanding  was  based,  in  some  part,  on  either  her  statements 
or  the  statements  of  her  press  spokesmen,  that  she  was  waiting  to 
see  if  the  Congress  would  reenact  the  Independent  Counsel  statute, 
so  that  she  would  not  have  to  appoint  a  Special  Counsel. 

Apparently,  she  had  reservations  about  appointing  a  Special 
Counsel  and  it  was  also  my  understanding  that  she  had  already 
appointed  one  or  two  career  Federal  prosecutors,  one  of  whom,  at 
least,  was  a  Republican  and  had  been  a  former  U.S.  attorney,  to 
initiate  and  open  an  investigation  into  the  so-called  Whitewater 
matter. 

Senator  Sarbanes.  And  there  was  considerable  discussion  and 
debate  at  the  time  about  the  appointment  of  a  Special  Counsel,  was 
there  not? 

Mr.  Ickes.  There  was  considerable,  Senator  Sarbanes,  yes. 

Senator  Sarbanes.  In  fact,  on  January  11th,  Chairman  D'Amato, 
Senator  Dole,  and  some  other  colleagues,  both  in  the  House  and 
Senate,  wrote  to  Attorney  General  Reno  about  this  very  issue.  The 
letter  starts  off: 

We  regret  that  you  have  rejected  Congressional  request  to  appoint  a  Special 
Counsel  to  examine  the  allegations  of  potential  misconduct  that  have  recently  sur- 
faced concerning  Madison  Guaranty  Savings  &  Loan  and  the  Whitewater  Develop- 
ment Corporation. 

It  goes  on  to,  in  effect,  urge  her  to  appoint  a  Special  Counsel. 

In  fact,  I  think  when  we  had  Mr.  Gearan  here,  we  had  quotes 
from  Senator  Dole  from  one  of  the  Sunday  talk  shows  where  he 
had  raised  the  point  of  appointing  a  Special  Counsel.  So  this  was 
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a  matter  that  was  very  much  in  the  forefront  of  the  press  discus- 
sion at  the  time,  was  it  not? 

Mr.  ICKES.  There  was  a  great  deal  of  press  inquiry  about  it. 
There  was,  as  I  recall,  leading  newspapers,  such  as  The  New  York 
Times,  The  Wall  Street  Journal,  The  Washington  Post,  and  others 
were  at  least  questioning  why  Special  Counsel  was  not  appointed. 
In  fact,  I  think  it  is  fair  to  say  that  at  some  point  during  early  Jan- 
uary, those  editorials  were  calling  for  the  appointment  of  Special 
Counsel.  And  so  the  answer  is  yes.  There  was  a  great  deal  of  dis- 
cussion, Senator  Sarbanes. 

Mr.  Ben-Veniste.  And  taken  from  the  letter  that  Senator  Sar- 
banes has  just  referred  to,  where  it  was  certainly  the  perception  of 
Senator  Dole  and  Senator  D'Amato  and  others,  that  Ms.  Reno  had 
rejected,  by  that  point,  calls  to  appoint  Special  Counsel.  Would  it 
not  be  fair  to  characterize  her  position  at  that  point  as  having 
closed  the  door? 

Mr.  Ickes.  Well,  again,  I  don't  want  to  characterize  Mr.  Gearan's 
notes.  I  think  it  is  fair  to  say  that  based  on  what  I  knew  and  was 
reading  at  the  time,  that  it  was  certainly  my  understanding  that 
the  Attorney  General  was  reluctant,  at  the  very  least,  and  basically 
it  said  that  she  was  not  inclined  to  appoint  a  Special  Counsel. 

Mr.  Ben-Veniste.  Now  while  these  notes  of  Mr.  Gearan  are  in- 
teresting in  sort  of  a  historical  way  about  what  the  discussion  was 
about  the  appointment  of  a  Special  Counsel  to  investigate.  Indeed, 
we  have  had  in  this  Committee  since  the  fall  of  1995,  at  least,  and 
I  refer  to  document  7301  from  the  Justice  Department,  Ms.  Reno's 
own  handwritten  notes  from  January  1994,  indicating  her  thinking 
on  this.  If  we  could  turn  to  the  second  page  of  those  notes.  I  believe 
they  say: 

If  I  appoint  the  person,  she  or  he  not  independent,  I  will  continue  to  be  blamed. 
The  DOJ  has  to  review  expenditures.  It's  not  an  Independent  Counsel. 

Thus,  in  the  Whitewater  case — I  am  going  to  be  damned  if  I  do  and  damned  if 
I  don't. 

My  solution — Do  it  the  Right  Way.  Make  sure  the  investigation  is  put  in  the 
hands  of  career  prosecutors  who  are  experienced,  who  have  served  under  different 
Administrations. 

To  bring  in  a  Special  Prosecutor,  close  prosecution 

I  assume  that  meant  close  the  on-going  prosecution  by  the  Jus- 
tice Department. 

— gear  up,  start  up  is  simply  not  in  best  interests  of  case.  Disruption  and  delay. 

I  take  it  that  those  notes  contemporaneously  made  by  the  Attor- 
ney General  of  the  United  States,  which  were  prescient  in  the  fact 
that  after  Mr.  Fiske  was  appointed  and  well  underway  and  receiv- 
ing the  praise  of  most  fair-minded  people  about  the  job  he  was 
doing,  he  was  then  replaced,  and  the  argument  was  made  just  as 
the  Attorney  General  had  predicted,  that  because  she  had  ap- 
pointed him,  there  was  some  taint  associated  with  it. 

I  see  my  time  has  expired,  Mr.  Chairman. 

Mr.  Ickes.  Mr.  Chairman,  would  you  indulge  me  in  a  5-minute 
break? 

The  Chairman.  Sure.  We'll  take  a  5-minute  break. 

Mr.  Ickes.  Thank  you. 

[Recess.] 

The  Chairman.  Senator  Hatch. 
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OPENING  COMMENTS  OF  SENATOR  ORRIN  G.  HATCH 

Senator  Hatch.  Thank  you. 

Mr.  Ickes,  I'd  like  to  thank  you  for  appearing  before  the  Commit- 
tee today.  I,  like  many  others,  have  been  somewhat  dismayed  by 
the  fact  that  we  received  even  more  notes  from  the  White  House 
late  Tuesday  evening.  I'm  not  unhappy  that  we  received  the  notes 
because  they  are  responsive  to  the  Special  Committee's  request, 
but  I  think  all  of  us  are  concerned  about  the  timing. 

Next  week,  the  Special  Committee's  Resolution  will  expire.  And 
in  light  of  that  fact,  with  notes  trickling  out  of  the  White  House, 
some  2  and  2V2  years  late,  I  can  see  no  other  way  than  to  extend 
the  Committee's  jurisdiction  so  it  can  fulfill  its  Constitutional  duty. 
I  think  anything  less  than  that  would  be  a  dereliction  of  our  Con- 
stitutional duty. 

We  just  cannot  be  expected  to  wrap  up  this  investigation  when 
we're  still  receiving,  just  as  we  did  Tuesday  night,  important,  very 
important  information  and  documents  from  the  White  House.  So  I 
hope  you  understand  that. 

Today,  I'd  like  to  ask  you  about  several  meetings  you  attended 
in  January  1994,  in  which  the  appointment  of  a  Special  Prosecutor 
or  Independent  Counsel  was  discussed.  And  as  you  are  aware, 
Mark  Gearan  took  extensive  notes  at  those  meetings. 

Were  you  aware,  Mr.  Ickes,  that  Mrs.  Clinton  adamantly  opposed 
the  appointment  of  an  Independent  Counsel  during,  at,  or  near  the 
time  of  those  meetings,  or  even  before? 

Mr.  Ickes.  I  was  aware  that  she,  as  did  Senator  Dole,  had  very 
strong,  which  is  already  replete  on  the  record  from  Mr.  Gearan's 
testimony,  had  very  strong  reservations  about  the  appointment  of 
Special  Counsel  or  Independent  Counsel.  Those  terms  were  used 
interchangeably. 

Senator  Hatch.  But  I  asked  you,  was  she  opposed  to  it  at  one 
time  or  another? 

Mr.  Ickes.  She  had  very,  very  grave  reservations,  Senator. 

Senator  Hatch.  Did  you  ever  discuss  the  appointment  of  a  Spe- 
cial Prosecutor  or  an  Independent  Counsel  with  either  President  or 
Mrs.  Clinton? 

Mr.  ICKES.  I'm  sorry,  I  didn't  hear  you. 

Senator  Hatch.  Did  you  ever  personally  discuss  the  appointment 
of  a  Special  Prosecutor  or  an  Independent  Counsel  with  either  the 
President  or  Mrs.  Clinton? 

Mr.  Ickes.  Yes.  I  had  discussions  with  them,  as  did  other  mem- 
bers of  the  staff. 

Senator  Hatch.  During  this  January  4th  meeting,  Mr.  Gearan's 
notes  reflect  that  the  appointment  of  an  Independent  Counsel  was 
debated.  And  at  page  20566,  those  notes  state  that  Mrs.  Clinton 
entered  the  room  and  said,  "Looks  like  a  meeting  I  might  be  inter- 
ested in."  Now  my  question  to  you  is  this.  Did  Mrs.  Clinton  express 
concerns  during  that  meeting  that  an  Independent  Counsel  should 
not  be  appointed? 

Mr.  Ickes.  Mrs. — as  I  recall — I  don't  know  when  the  date  of  that 
meeting 

Senator  Hatch.  Well,  whatever,  that  or  near  that  time. 

Mr.  Ickes.  It  was  in  early  January,  Senator.  As  I  recall,  Mrs. 
Clinton  did  join  one  meeting  in  which  there  were  a  group  of  senior 
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White  House  people.  There  was  a  discussion  about  the  pros  and 
cons  of  appointing  a  Special  or  Independent  Counsel  and  she  had 
some  observations  on  it.  She  had,  as  you  know,  served  on  the 
Whitewater — I'm  sorry,  the  Watergate  Committee — but  she  had 
concerns  and  expressed  those  concerns. 

Senator  Hatch.  Did  she  make  any  particular  comments  regard- 
ing the  appointment  of  a  Special  Prosecutor  or  Independent  Coun- 
sel, other  than  expressing  her  concerns? 

Mr.  Ickes.  As  I  recall,  her  concerns  were:  Number  1,  that  they, 
meaning  she  and  her  husband,  had  done  nothing  wrong.  Number 
2,  there  was  no  predicate  for  the  appointment  of  an  Independent 
or  Special  Counsel,  and  she  was  concerned  about  the  fact  that  if 
mere  allegations  were  sufficient,  then  you'd  have  Special  Counsels 
being  appointed  any  time  somebody  raised  an  allegation,  without 
laying  the  required  predicate. 

Senator  Hatch.  Mr.  Gearan's  notes,  as  you  know,  suggest  that 
such  a  conversation  did  take  place.  Because  on  page  20569  of  Mr. 
Gearan's  notes,  he  records  that  Mr.  and  Mrs.  Clinton — the  Presi- 
dent and  Mrs.  Clinton  were  adamantly  opposed  to  an  Independent 
Counsel  being  appointed  to  investigate  Whitewater. 

During  a  January  7th  meeting,  Mr.  Gearan  reported  that  you, 
Mr.  Ickes,  said  or  he  reported  you  as  saying  that  a  major  problem 
with  the  Independent  Counsel  is  that  "HRC  (Hillary  Rodham  Clin- 
ton) adamantly  opposed"  the  appointment  of  a  Special  Prosecutor. 
Now  that  statement's  recorded  on  page  20576  of  Mr.  Gearan's 
notes.  Do  you  recall  that? 

Mr.  Ickes.  I  don't  recall  the  word  adamant.  I  do  recall  on  occa- 
sion saying,  because  it  was  well  known,  that  Mrs.  Clinton  had  very, 
very  grave  reservations. 

Senator  Hatch.  Mr.  Gearan's  notes  also  record  that  you  said 
that  "discussion  of  counsel  is  the  biggest  f'ing  waste  of  time."  Ap- 
parently because  the  Clintons  opposed  the  appointment.  Now  it 
seems  to  me  that  you  would  have  made  that  comment  only  if  you 
believed  that  President  and  Mrs.  Clinton  were  opposed  to  a  Special 
Prosecutor's  appointment.  At  least,  that's  what  I  think  is  a  fair  in- 
terpretation if  Mr.  Gearan  has  the  quote  exactly  right. 

Mr.  Ickes.  Well,  again,  Senator,  these  are  his  notes,  not  mine. 
All  I  can  say  is  that  there  were  a  number  of  people  in  the  White 
House,  including  the  First  Lady,  and  I  think  to  a  lesser  extent  the 
President,  who  had  serious  questions  and  serious  reservations 
about  the  need  or  necessity  of  appointing  a  Special  Counsel.  I  think 
adamantly  opposed  is  not  a  characterization  that  I  would  have 
used,  but  again  those  are  Mr.  Gearan's  notes,  not  mine. 

Senator  Hatch.  Well,  see,  in  my  opinion,  the  appointment  of  an 
Independent  Counsel  has  not  been  a  waste  of  time.  I,  myself,  have 
problems  with  that  through  the  years  because  I  think  sometimes 
it's  over  used,  but  in  this  particular  case  it  doesn't  appear  that  it's 
a  waste  of  time. 

This  past  Tuesday,  two  more  indictments  were  issued  by  the 
Independent  Counsel  charging  that  Herbie  Branscombe  and  Robert 
Hill,  two  bankers,  were  involved  in  illegally  funneling  funds 
through  the  Clinton  Gubernatorial  Campaign. 

And  as  you  are  already  aware,  the  Independent  Counsel's  inves- 
tigation has  led  to  Grand  Jury  indictments  on  at  least  21  different 
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counts  against  James  McGregor — excuse  me,  James  McDougal,  and 
the  Sitting  Governor  of  Arkansas,  Jim  Guy  Tucker. 

What  I  find  particularly  disturbing,  the  investigation  rooted  out 
scandal  within  the  Justice  Department.  The  former  number  three 
official  at  the  Justice  Department,  Webb  Hubbell,  was  convicted 
and  is  now  serving  time  in  prison. 

So  the  Independent  Counsel's  investigation,  of  course,  went  on  to 
several  other  indictments,  and  it  may  even  lead  to  more  charges 
against  others,  so  naturally  these  are  things  that  I  am  concerned 
about  as  Chairman  of  the  Judiciary  Committee. 

Let  me  just  ask  this.  I  am  particularly  concerned  that  attempts 
were  made  to  influence  the  appointment  of  an  Independent  Coun- 
sel or  the  scope  of  the  Independent  Counsel's  investigation.  Now, 
Mr.  Ickes,  did  you  discuss  with  the  President  or  Mrs.  Clinton,  or 
anyone  else  in  the  White  House,  that  a  major  problem  with  the  ap- 
pointment of  an  Independent  Counsel  was  that  such  a  person  could 
not  be  controlled? 

Mr.  ICKES.  There  was  certainly  discussion  by  members  of  the 
staff,  some  members  of  the  staff,  Bernie  Nussbaum  and  others, 
that  historically  the  scope  and  timing  that  it  took  Independent 
Counsels  or  Special  Counsels  to  complete  their  work  was  extraor- 
dinarily long,  and  it  was  not  unusual,  in  their  view,  for  Independ- 
ent Counsels  to  go  beyond  their  original  mandate.  That's  what  they 
felt,  and  they  expressed  those  views,  so  there  certainly  was  discus- 
sion about  historically  what  Independent  Counsels  had  done,  and 
people  had  different  views  on  that. 

But  there  is,  I  think  the  critical  point  to  make,  Senator,  is  that 
the  President  ultimately  decided  to  appoint  Special  Counsel  or 
asked  the  Attorney  General  to  appoint  Special  Counsel  with  no  re- 
strictions whatsoever  on  jurisdiction  or  scope. 

Senator  Hatch.  Well,  again,  if  Mr.  Gearan's  notes  are  to  be  be- 
lieved, and  I  presume  that  they  were  accurately  taken  at  the  time, 
his  notes  record  that  several  White  House  officials,  including  you, 
argued  that  an  Independent  Counsel  should  not  be  sought  because 
such  a  person  or  counsel  could  not  be  "controlled,"  and  that  word 
did  bother  me.  Do  you  recall  making  any  comments  like  that,  or 
anybody  else  making  comments  like  that  at  or  near  that  period  of 
time? 

Mr.  Ickes.  Senator,  if  you  would  indulge  me  for  just  one  moment 
before  answering  that  question,  which  I  am  perfectly  prepared  to 
answer. 

Senator  Hatch.  Sure. 

Mr.  Ickes.  Going  back  to  document  20569,  where  it  says,  "Dis- 
cussion of  counsel  is  the  biggest  f  'ing  waste  of  time." 

Senator  Hatch.  Right. 

Mr.  Ickes.  I  think  Mr.  Gearan  has  testified,  and  again  he  took 
these  notes,  I  don't  have  a  distinct  recollection  of  these  discussions 
word  by  word,  but  I  think  that  he  testified  not  that  the  appoint- 
ment of  a  Special  Counsel  would  be  a  waste  of  a  time,  but  that  the 
discussion  in  the  context  of  these  meetings,  which  were  formed  and 
which  were  being  held  to  try  to  deal  with  the  press,  to  respond  to 
the  press  was  a  waste  of  time,  given  what  he  viewed  at  least  as 
the  attitude  of  the  President  and  the  First  Lady. 


1911 

Again,  if  you  could  turn  me  to  the  page  where  you  apparently 
were  quoting  me  about  Special  Counsel? 

Senator  Hatch.  It  would  be,  I  think 

Mr.  ICKES.  I  apologize.  I  wasn't  on  the  page  when  you  were. 

Senator  Hatch.  I  think  it's  20567. 

Mr.  Ickes.  567? 

Senator  Hatch.  Right  in  the  middle  where  it  says,  "Subject  to  no 
control."  And  then  I  would  say  20575  where  it  says,  "We  cannot  af- 
fect the  scope  of  the  prosecutor."  Those  are  two  areas  that  I  was 
referring  to. 

Mr.  ICKES.  Well,  again,  Senator,  I  don't  think  that  these  notes  on 
those  2  pages  are  attributable  to  me.  There  is  no  question  that 
there  was  a  broad-ranging  discussion,  as  there  should  be  in  the  na- 
ture of  Special  Counsels.  What  the  history  had  been  on  them,  and 
people,  different  people  in  the  White  House,  different  advisers,  both 
in  and  outside  the  White  House,  had  very  different  views  on  it. 

But  I  think,  again,  there  were  some  who  were  concerned  that 
Independent  Counsels,  the  history  had  been  that  they  went  beyond 
their  mandate,  took  an  enormous  length  of  time,  and  raised  those 
concerns  when  giving  advice  to  the  President.  But  I  think  what  ul- 
timately counts  is  what  the  President  in  fact  did. 

Senator  Hatch.  My  time  is  up,  Mr.  Chairman. 

The  Chairman.  Senator  Sarbanes. 

Senator  SARBANES.  Mr.  Chairman,  I'm  going  to  yield  to  Senator 
Dodd,  but  before  I  do  that,  I  do  want  to  say,  Senator  Hatch  said 
that  the  two  people  indicted  in  Arkansas  in  the  last  day  or  so  were 
illegally  funneling  funds  to  the  Clinton  campaign.  I  don't  think 
that's  accurate.  What  they  were  charged  with  was  misapplication 
of  bank  funds,  making  false  entries  in  bank  records,  and  failing  to 
report  transactions  to  the  Internal  Revenue  Service.  In  fact,  Mr. 
Starr's  office 

Senator  Hatch.  What  do  you  call  that?  Maybe  I  got  it  wrong  but 
my  understanding  was  that  there  was  some  $7,000  that  they  would 
not  give  to  the  campaign  until  they  discussed  with  the  Governor 
what  they  wanted  to  get  done. 

Senator  Sarbanes.  We  ought  to  get  it  accurate.  Mr.  Starr's  office 
issued  a  news  release  which  says,  "The  indictment  does  not  assert 
criminal  wrongdoing  by  Clinton." 

Senator  Hatch.  Well,  no.  I  didn't  mean  to  imply  that  the  Presi- 
dent committed  a  crime. 

Senator  Sarbanes.  Well,  I  thought  that 

Senator  Hatch.  I'm  glad  you  did  because  if  that's  the  way  it  was 
construed,  it  certainly  wasn't  meant  that  way.  But  I  have  to  say 
that  it  raises  some  problems  and  it  raises  some  worries  in  every- 
body's mind  just  what  kind  of  a  State  do  they  operate  down  there. 
I  mean,  these  hearings  have  just  gone  on  and  on  about  different 
things  that  have  gone  on  down  there  that  you  just  have  to  ques- 
tion. And  who's  at  fault,  I  think,  we  will  have  to  leave  that  up  to 
Independent  Counsel. 

Senator  Sarbanes.  I  think  we  need  to  be  careful  with  the  asser- 
tions that  are  made  here,  particularly  when  the  Independent  Coun- 
sel, himself,  has  issued  a  release  in  which  he  says,  "The  indictment 
does  not  assert  criminal  wrongdoing  by  the  President." 


1912 

Senator  Hatch.  I  want  to  make  it  clear  that  I  did  not  make  any 
assertion  that  the  Clintons  had  done  anything  wrong.  I  brought  it 
out  that  they  were  charged  with  illegally  funneling  funds  through 
the  Clinton  Gubernatorial  Campaign.  That  doesn't  say  anything 
about  then-Governor  Clinton,  but  I  think  that's  accurate. 

Senator  Sarbanes.  Well,  that's  not  what  they  were  charged  with, 
I  would  say  to  the  Senator. 

Senator  Hatch.  What?  If  the  money  didn't  go  to  the  campaign, 
I  would  like  to  know  where  it  went. 

Senator  Sarbanes.  The  charge  was  the  reimbursement  from  the 
bank  and  the  Independent  Counsel  has  said,  in  his  release,  that  he 
was  not  charging  any  wrongdoing  by  the  President. 

Senator  Dodd. 

OPENING  COMMENTS  OF  SENATOR  CHRISTOPHER  J.  DODD 

Senator  Dodd.  Thank  you,  Mr.  Chairman. 

First  of  all,  let  me  say  how  much  I  agree  with  my  colleague  from 
Utah.  These  hearings  have  gone  on  and  on  and  on.  And  hopefully 
that's  not  going  to  be  the  case  interminably. 

You  know,  Mr.  Chairman,  it  just  occurs  to  me  and,  obviously  it 
has  been  stated  before,  but  it  may  be  helpful  to  reiterate  it.  I  mean, 
we're  looking  here  at  a  voluminous  amount  of  documentation  that's 
come  to  this  Committee  over  these  many  months  now.  I  heard  the 
number  mentioned  14,000,  and  I  think  actually  the  number  is 
higher  than  that  if  you  go  back  to  other  sets  of  hearings. 

I  don't  recall,  other  than  some  cases  where  there  was  a  legiti- 
mate Constitutional  controversy  over  Executive  Privilege,  that  we 
have  had  to  issue  any  subpoenas  where  there's  been  a  legitimate 
legal  argument.  As  I  recall,  I  think  every  single  witness  that  has 
appeared  before  this  Committee  has  come  voluntarily,  without  ex- 
ception. 

I  have  been  in  Congress  20  years  and  I  don't  recall  any  Adminis- 
tration over  the  past  20  years  that  has  complied  with  an  investiga- 
tion to  the  extent  this  Administration  has. 

In  previous  hearings,  and  many  Members  of  this  Committee  have 
served  on  other  committees,  we've  gone  through  incredible  ordeals 
in  trying  to  get  witnesses  to  appear  before  Congressional  Commit- 
tees where  there  have  been  other  investigations. 

We  also  recall  vividly  shredding  parties  by  Oliver  North.  I  recall 
Fawn  Hall  stuffing  documents  into  her  boots  to  sneak  them  out  of 
the  White  House.  We  had  18.5  minute  gaps  on  tapes.  So  when 
we're  looking  at  obstruction  of  justice  issues,  we  have  some  wonder- 
ful examples  to  compare  under  previous  Administrations. 

Now  it's  regrettable  that  we  didn't  get  all  of  these  documents  ex- 
actly when  we  wanted  them,  and  it's  a  legitimate  question  to  raise 
what's  in  these  documents  that  we're  getting?  Is  there  anything  in 
these  documents?  How  they  were  handled,  that  would  indicate  that 
there  was  something  that  was  being  hidden?  Is  there  some  reason 
they  weren't  turned  over? 

While  we  can  regret  that  we  didn't  get  them  all  when  we  wanted 
to,  we  need  to  look  at  the  documents  themselves,  in  my  view,  and 
determine  whether  there's  anything  in  those  documents  that  would 
contradict  information  that  we  already  have. 
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So  I  hope  we  would  keep  our  eye  on  the  ball  here,  and  again  I'm 
certain  colleagues  are  going  to  raise  the  issue  about  why  these 
weren't  turned  over  earlier,  but  I  think  in  answering  that  question, 
and  examining  the  documentation  can  be  of  tremendous,  tremen- 
dous help  to  us. 

Now  let  me  ask  you,  Mr.  Ickes,  if  I  can,  some  very  basic  ques- 
tions about  this  issue  of  the  documents  we  are  getting  today.  Did 
you  deliberately  hide  or  withhold  these  documents  in  your  office 
that  we're  getting? 

Mr.  ICKES.  Absolutely  not.  If  I  had,  they  wouldn't  have  been 
turned  over.  As  I  explained  before,  I  was  under  the  mistaken  im- 
pression, and  I  regret  it  and  I  apologize  to  the  Committee,  that  I 
had  turned  all  of  those  documents  over,  all  of  which  are  dated  I 
think  in  January  and  February  of  1994,  to  both  the  White  House 
Counsel  and  my  own  counsel,  and  it  was  not  until  the  letter  came 
down  from  this  Committee  dated  I  think  the  15th  of  February  of 
this  year,  asking  for  my  notes  that  my  lawyer,  Mr.  Bennett,  asked 
me  to  do  a  complete  review  of  all  of  my  files  again,  which  I  did. 
Then  I  left  those  files  for  both  my  lawyer  and  White  House  Counsel 
to  look  at.  But  there  was  no  attempt  whatsoever  to  keep  documents 
from  this  Committee  or  to  hide  documents. 

Senator  Dodd.  Are  you  voluntarily  appearing  here  this  morning? 

Mr.  ICKES.  I  am.  I  think  I  am. 

Senator  Dodd.  Well,  voluntarily  I  meant  in  terms  of,  obviously, 
not  under  subpoena. 

To  the  best  of  your  knowledge — you  have  been  over  these  docu- 
ments over  the  last  several  days,  I  presume,  in  preparation  for  this 
hearing  this  morning;  isthat  true? 

Mr.  ICKES.  I  have  reviewed  the  documents  with  my  lawyers,  yes. 

Senator  DODD.  Is  there  anything  that  you  have  seen  in  these  doc- 
uments that  contradicts  earlier  statements  or  earlier  evidence  that 
this  Committee  has  received? 

Mr.  ICKES.  Not  to  my  knowledge. 

Senator  Dodd.  Anything  you  saw  in  them,  and  you  went,  holy 
cow,  boy,  this  is  really  going  to  hurt  us? 

Mr.  Ickes.  No,  not  to  my  knowledge.  I  mean,  obviously  people 
can  put  different  interpretations  and  different  glosses  on  words, 
but  to  my  knowledge  and  from  my  viewpoint,  the  answer  is  no, 
Senator. 

Senator  Dodd.  Well,  I  know  we  play  gotcha  up  here  a  lot  with 
witnesses  to  try  and  snare  people,  but  I  think  we  needed  to  get  to 
the  bottom  line.  Again,  I'll  emphasize  the  point.  I  regret  deeply  we 
didn't  have  all  these  documents  at  the  time  we  did,  because  obvi- 
ously that  raises  the  issue,  why  didn't  you  get  them,  what  are  you 
hiding,  what  are  you  trying  to  keep  from  the  Committee. 

I  think  it's  legitimate  to  raise  that  issue,  but  it's  just  as  impor- 
tant that  Members  of  this  Committee,  in  my  view,  review  those 
documents  and  determine  whether  there's  anything  in  there  that 
would  lend  credence  to  the  argument  that  matters  are  being  inten- 
tionally withheld,  if  there's  nothing  in  those  documents  that  con- 
tradict what  this  Committee's  already  been  informed  of,  in  fact, 
things  that  may  corroborate  what  the  Committee  already  knows, 
then  I  think  you  have  to  look  at  the  testimony  about  why  the  docu- 
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ments  were  not  forthcoming  or  we  didn't  get  them  as  early  as  we 
did  in  that  light.  I  just  want  to  emphasize  that  bottom-line  point. 

Now  a  lot  has  been  made  of  the  Mark  Gearan  memos,  and  we 
have  been  over  them,  and  I  think  you  made  the  point  yourself,  but 
I  want  to  emphasize  it  again.  Maybe,  Mr.  Chairman,  we  might  put 
up  on  whatever  you  call  this  thing,  this  television  screen 

The  Chairman.  The  Elmo. 

Senator  Dodd.  Elmo,  the  document  we  were  discussing,  it's  the 
Gearan  document  and  I  don't  have  the  number  in  front  of  me.  It 
says,  "Discussion  of  counsel  is  the  biggest  waste  of  time."  I  just 
want  to  emphasize,  I  think  we  went  over  this  with  Mr.  Gearan.  It 
was  the  discussion  of  the  counsel  that  was  a  waste  of  time. 

I  made  the  point  last  week,  and  I  will  emphasize  it  here  again 
today,  I  can  understand  why  people  not  from  Washington  might  be 
a  bit  confused  about  why  people  may  be  discussing  their  concerns 
about  whether  there's  going  to  be  an  Independent  Counsel  named,  i 

But  for  the  life  of  me,  I  don't  understand  why  anybody  on  this 
Committee  is  shocked  that  people  may  be  discussing  what  may. 
happen  if  an  Independent  Counsel  is  named.  I  mean,  this  is  noti 
great  news  normally.  When  people  in  public  life  find  out  that  there 
may  be  an  Independent  Counsel  named,  you  normally  would  have, 
a  good  discussion  in  your  office,  I  presume,  with  your  staff  about 
the  implications  of  that. 

So  apparently  at  this  point  here,  the  discussion  of  the  Counsel, 
some  issues  have  been  resolved  and  that's  why  it  was  a  waste  of 
time.  Is  that  correct?  Is  that  your  recollection? 

Mr.  Ickes.  Well,  again,  Senator,  I  didn't  take  these  notes,  but  I 
think  in  the  context  of  this  meeting  that  the  President  and  others 
were  discussing  this  with  their  top  staff,  the  business  of  this  work 
ing  group,  for  lack  of  a  better  phrase,  was  to  gather  information  so 
that  we  could  respond  to  the  press.  And  it  was  my  view  that  overly 
extended  discussions  about  Special  Counsel  and  whether  or  not 
they  should  be  appointed  was  a  waste  of  time  in  that  group,  not 
that  Special  Counsel  would  be  a  waste  of  time. 

Senator  Dodd.  I  thank  you,  Mr.  Ickes. 

I'll  just  turn  back  the  balance  of  my  time. 

The  Chairman.  Thank  you,  Senator. 

I'm  just  going  to  make  an  observation  before  I  recognize  Senator 
Faircloth.  I  don't  think  it's  unreasonable.  As  a  matter  of  fact,  I 
think  given  the  manner  in  which  some  of  these  documents  have 
been  produced,  we're  not  just  talking  about  notes.  I'm  talking  about 
the  last  ones  we  got  from  Mr.  Ickes  just  2  nights  ago. 

We're  talking  about  memos,  we're  talking  about  assignments.  It 
is  inconceivable  to  me  that  these  materials  were  not  furnished 
sooner  and  that  there  would  be  any  reason  to  question  the  appro- 
priateness of  our  response  when  we  requested  these  materials  in 
October.  It  raises  reasonable  questions.  When  notes  are  just  sub 
mitted  that  cover  two  meetings,  and  we  know  that  there  were  a  se 
ries  of  meetings  over  2  weeks  in  which  tasks  were  given,  and  the 
witness  himself  was  kind  of  the  manager  of  this  group,  I  question 
whether  we've  received  all  the  notes  at  the  present  time. 

I  think  it  goes  to  concerns  that  Mr.  Chertoff  raised  initially.  I 
find  it  very  troubling  because  this  has  not  happened  only  once 
Again,  we're  not  talking  about  lay  people,  we're  talking  about  law 


'.i': 


•£ 


:r; 


h 
te'rt 

ten 

TO 

siate 

h  I 

Thi 

md] 

Sei 


Ser 
Mr 
er  2 
aid, 
Bavc 
)\: 
jocnj, 

Sen 


1915 

yers,  we're  talking  about  serious  matters  not  inconsequential  ones. 
These  materials  should  have  been  turned  over. 

Another  point  is  whether  the  notes  that  were  turned  over  were 
sanitized?  Are  these  all  the  notes?  Now  I  don't  understand  how  you 
have  notes  on  two  dates  but  you  don't  have  notes  on  the  other 
dates.  It  raises  questions. 

Senator  Dodd.  Mr.  Chairman,  I  just  want  to  make  the  observa- 
tion, I  say  raising  the  question  I  think  is  legitimate.  I  think  you 
have  the  right  to  raise  the  question,  but  I  also  think  in  the  context 
of  raising  the  question,  after  2  years  of  these  hearings  going  on, 
that  we  have  not  had  any  real,  except  on  a  Constitutional  issue, 
every  witness  has  appeared  voluntarily,  thousands  of  documents 
turned  over.  I  think  we  ought  to  put  it  in  that  context.  You  and 
I  recall  certainly  Administrations  where  every  single  document  was 
a  fight.  That  hasn't  been  the  case  here. 

So,  again,  I  think  you're  absolutely  correct  in  raising  the  question 
to  Mr.  Ickes  and  Mr.  Gearan,  why  didn't  we  get  these  documents 
earlier?  What  happened  that  we  didn't  get  them?  I  agree  with  you 
in  raising  the  question.  But  I  think  we  also  then  have  to  answer 
the  question  when  we  look  what's  in  the  memos  in  the  context  of 
what  we  already  know.  If  there's  contradiction  in  those  memos, 
then  your  argument  or  the  supposition  that  there  may  have  been 
something  going  on  here  has  credence.  If  it  doesn't,  then  I  think 
this  Committee  has  an  obligation  to  point  out  as  well  that  while 
we're  disappointed  we  didn't  get  the  documents,  that  certainly 
there's  nothing  in  here  that  contradicts  what  we  already  know. 

That's  my  point  and  I  understand  your  point.  Raising  it  is  legiti- 
mate, but  we  also  have  an  obligation  to  try  and  answer  that  ques- 
tion here  as  the  bottom  line  issue. 

The  Chairman.  Well,  that's  what  we  are  going  to  attempt  to  do, 
and  I  appreciate  the  Senator's  observation. 

Senator  Faircloth. 

OPENING  COMMENTS  OF  SENATOR  LAUCH  FAIRCLOTH 

Senator  Faircloth.  Thank  you,  Mr.  Chairman. 

Mr.  Ickes,  did  you  see  The  New  York  Times  editorial  of  Decem- 
ber 20th  that  President  Clinton  had  a  handwritten  note  on  that 
said,  "Bassett  did  a  good  job  in  campaign  on  this — can  she  now?" 
Have  you  seen  that? 

Mr.  Ickes.  I  have  seen  it  today,  Senator.  It  was  provided  in  the 
documents  that  were  given  to  me  presumably  by  the  Committee. 

Senator  Faircloth.  You  had  not  seen  it  before? 

Mr.  Ickes.  I  can't  say,  as  a  fact,  that  I  have  seen  it  before.  I  may 
well  have.  I  probably  did,  but  I  can't  recall  when  or  where. 

Senator  Faircloth.  What  discussions  were  held  in  the  White 
House  in  regard  to  Ms.  Schaffer's  story?  The  President  said  she  did 
a  good  job.  Would  you  tell  me  what  discussions  you  had  or  might 
have  had  in  regard  to  Ms.  Schaffer's  story?  He  says  she  did  a  good 
;hf  job  in  the  campaign,  can  she  now?  In  other  words,  she  told  a  good 
story  then,  can  she  still  tell  it?  What  conversations  did  you  have? 

Mr.  Ickes.  Well,  there  were  conversations  about  Ms.  Schaffer. 
Mr.  Gearan's  notes  relate  those,  among  others.  I  don't  recall  having 
many  conversations  with  the  President  about  Ms.  Schaffer.  She 
had,  I  think,  given  an  interview  or  documents  to  a  New  York  Times 
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reporter  early  in  1992.  There  were  questions  here  in  this  New  York 
Times  editorial  about  whether  she  had  acted  in  a  fair  and  impar- 
tial way.  I  gather  this  is  the  issue  they  were  raising  with  respect 
to  some  of  the  decisions  that  she  made  with  respect  to  Madison 
Guaranty. 

Senator  Faircloth.  Let  me  ask  you.  Mr.  Gearan's  notes  on  Janu- 
ary 7th  at  the  Whitewater  group  meeting  at  the  White  House,  you 
stated,  "Beverly  Bassett  is  so  f— ing  important,  if  we  f—  this  up, 
we're  done."  Well,  just  to  stop  right  there,  what  do  you  mean,  we're 
done?  What  does  that  mean?  The  Clinton  Administration's  done? 
What  do  you  mean,  we're  done. 

Mr.  Ickes.  What  page  are  you  on,  Senator? 

Senator  Faircloth.  What  page  am  I  on?  Page  576. 

Mr.  Ickes.  Well,  again,  Senator,  these  are  Mr.  Gearan's  notes, 
not  mine.  But  Ms.  Schaffer  was  obviously,  as  indicated  by  this  edi- 
torial that  you  have  referred  to,  and  subsequent  articles  and  edi- 
torials, as  I  recall  during  that  time,  her  rulings  and  decisions  with 
respect  to  Madison  Guaranty  had  been  drawn  into  serious  question 
by  members  of  the  press  and  others. 

There  was  concern,  I  think,  one,  as  to  what  the  facts  and  cir- 
cumstances were.  I  mean,  we  were  up  here  in  Washington,  we  were 
not  down  in  Arkansas  and  there  was  a  basic  concern  to  make  sure 
that  the  information  that  we  were  giving  out  at  the  White  House 
in  connection  with  Beverly  Bassett  Schaffer,  as  well  as  other  items 
and  matters  that  we  were  being  questioned  about,  was  true  and  ac- 
curate. We  wanted  to  find  out  what  the  facts  and  circumstances 
were  so  that  we  could  give  out  full  and  complete  information. 

Senator  Faircloth.  All  right.  But  then  you  say,  "Let's  not  talk 
it  to  death,  let's  just  get  it  done."  Then  you  say,  "We  can't  send  PB, 
BL,  MW,  it  will  come  out."  What  will  come  out? 

Mr.  Ickes.  I  think  the  reference  there  is  that  those  individuals 
were  closely  connected  with  the  White  House.  PB,  I  think  refers  to 
Paul  Begala.  MW  refers  to  Michael  Waldman. 

Senator  Faircloth.  Well,  whoever  they  were,  what's  going  to 
come  out?  What  were  you  hiding?  If  there's  something's  going  to 
come  out,  you  had  to  have  hidden  something  to  begin  with. 

Mr.  Ickes.  No,  it  was  not  hiding,  Senator.  What  I  was  concerned 
about  there  was  the  suggestion  by  some  that  people,  someone  from 
the  White  House  go  down  and  talk  to  Ms.  Schaffer  directly  to  get 
as  much  information  about  the  facts  and  circumstances  involved  in 
her  relationship  with  Madison  Guaranty,  both  before,  when  she 
was  representing  it,  as  well  as  when  she  was  the  Securities  Com- 
missioner. And  it  was  my  view  that  while  there  was  nothing  wrong 
with  doing  that,  that  it  would  come  out  and  it  would  be  used  for 
highly-partisan  purposes. 

Senator  Faircloth.  All  right.  You  were  certainly  aware  that 
Donald  Mackay  from  the  Attorney  General's  Office  was  already  in 
Little  Rock  and  was  interviewing  and  had  interviewed  Ms.  Bassett? 

Mr.  Ickes.  I  am  not  sure  that  I  was  aware  of  that  at  that  time, 
Senator. 

Senator  Faircloth.  Would  you  have  sent  PB,  BL,  whoever  you 
might  send,  had  you  been  aware  that  Mr.  Mackay  was  down  there 
from  the  U.S.  Attorney's  Office? 
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Mr.  ICKES.  It  was  my  recommendation  that  nobody  be  sent,  Sen- 
ator. 

Senator  Faircloth.  That  nobody  be  sent? 

Mr.  Ickes.  That  was  my  recommendation. 

Senator  Faircloth.  "Let's  not  talk  it  to  death,  let's  get  it  done." 
What  did  that  mean? 

Mr.  Ickes.  My  view  was,  Senator,  that  we  should  not  send  people 
who  were  connected  with  the  White  House  to  talk  to  Ms.  Schaffer. 
As  far  as  I  know,  no  one  was  sent  from  the  White  House  to  talk 
to  Ms.  Schaffer. 

Senator  Faircloth.  How  about,  you  said  there  was  a  list  of  peo- 
ple we  could  send.  You  said,  Tisdale,  Skip,  whoever  Skip  is,  WH 
and  PB. 

Mr.  Ickes.  Again,  I  am  not  sure  that  I  said  those  names.  I  think 
that  those  names  may  well  have  been  suggested  by  others. 

Senator  Faircloth.  Well,  Mr.  Gearan  said  you  did.  Who  is  Skip? 

Mr.  ICKES.  Skip  Rutherford  is  someone  who  resides  in  Arkansas, 
has  known  the  President,  First  Lady,  and  Mr.  McLarty  for  a  num- 
ber of  years,  and  was  assisting  Mr.  McLarty  at  that  time  on  an  ad 
hoc  basis. 

Senator  FAIRCLOTH.  In  other  words,  you  could  send  these  people 
and  they  wouldn't  get  caught?  It  will  not  come  out  if  we  send  Skip 
or  Tisdale  or  these  other  people.  You  said  we  can't  send  PB,  BL, 
and  these  other  people,  it  will  come  out.  But  then  we  get  it,  make 
sure,  then  you  say  item  by  item  make  sure  her  story  is  correct.  And 
then  you  suggest  sending  these  other  people,  Tisdale,  Skip,  and  PB, 
so  that  it  won't  come  out. 

Mr.  Ickes.  I  don't,  I  don't  think,  Senator,  that  that  was  nec- 
essarily my  suggestion.  I  think  they  may  have  been  names — this 
was  notes  of  a  discussion  going  back  and  forth.  It  is  not  at  all  clear 
that  I  suggested  that,  given  the  fact  that  I  was  recommending 
against  sending  people  down.  I  suggest  that  I  was  probably  not  in 
favor  of  sending  anyone. 

Senator  Faircloth.  You  knew  Donald  Mackay  was  down  there 
at  the  time  from  the  Justice  Department? 

Mr.  Ickes.  I  am  not  going  to  say  that  as  a  fact.  I  may  well  have 
been  aware  of  it. 

Senator  Faircloth.  I  have  listened  to  you,  Mr.  Ickes,  be  ques- 
tioned by  the  attorneys.  I  have  heard  the  testimony  here  as  we  dig 
and  probe.  I'm  old  enough  to  remember  when  your  father  went  to 
the  Interior  as  Secretary.  He  took  the  most  scandal-ridden  Depart- 
ment of  Government  from  the  Teapot  Dome  and  he  straightened  it 
nit.  Do  you  remember  what  his  nickname  was?  I  know  you  were 
i  young  boy  when  he  died,  but  do  you  remember,  you  have  read, 
.  am  sure,  in  the  history  of  your  father,  do  you  remember  what  his 
lickname  was? 

Mr.  Ickes.  Well,  he  had  a  lot  of  them,  some  of  them  probably  not 
•epeatable  here,  but  the  one  you're  referring  to 

Senator  Faircloth.  No,  you  are  dodging  the  issue.  They  are  all 
epeatable.  He  was  known  as  Honest  Harold  because  he 

Mr.  Ickes.  He  was  also  known  as  the  old  curmudgeon. 

Senator  Faircloth.  But  Honest  Harold  was  what  he  was  known 
.s.  He  spent  $6  billion  of  PWA  money  without  a  hint  of  a  scandal. 
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Let  me  ask  you  a  question,  and  I  don't  want  a  speech.  If  God 
would  have  granted  him  to  have  been  in  that  room,  what  would  he 
have  said  to  you?  Boy,  you  are  doing  a  good  job,  or  would  he  have 
said,  you  are  in  the  wrong  crowd,  get  out  of  here?  And  I  don't  want 
a  speech. 

Mr.  Ickes.  Do  you  want  an  answer,  Senator? 

Senator  Faircloth.  Yes. 

Mr.  Ickes.  I  think  he  would  have  approved  of  what  I  was  doing 
because  we  were  doing  nothing  wrong,  and  have  done  nothing 
wrong,  Senator. 

Senator  Faircloth.  I  don't  have  any  further  questions. 

The  Chairman.  Mr.  Chertoff,  the  remaining  time. 

Mr.  Chertoff.  I  just  want  to  focus,  Mr.  Ickes,  on  this  issue  con- 
cerning discussions  around  the  Independent  Counsel.  Am  I  correct 
that  Mr.  Kendall  was  involved  in  discussions  with  the  White  House 
about  the  appointment  of  the  Independent  Counsel? 

Mr.  Ickes.  He  was. 

Mr.  Chertoff.  That  the  President's  private  attorney  was  in  con- 
tact with  you  about  the  wisdom  of  appointing  an  Independent 
Counsel? 

Mr.  Ickes.  There  were  discussions. 

Mr.  Chertoff.  Did  Mr.  Kendall  actually  draft  the  letter  that  Mr. 
Nussbaum  sent  to  the  Attorney  General? 

Mr.  Ickes.  I  don't  know  that  as  a  fact.  He  may  well  have. 

Mr.  Chertoff.  Let's  establish  it  as  a  fact.  Let's  go  to  your  pro- 
duction of  documents,  S  20800,  I'm  sorry,  801. 

Mr.  Ickes.  I  am  sorry.  Bear  with  me  one  moment,  because  the 
documents  that  were  given  to  me  were  not  in  order.  You  are  look- 
ing for? 

Mr.  Chertoff.  I'm  looking  for  the  draft  letter  to  Janet  Reno.  It's 
attached  to  a  sheet  of  paper  which  says,  "Should  an  Independent 
Counsel  be  requested?" 

Mr.  Ickes.  I  have  it. 

Mr.  Chertoff.  At  the  top  page  of  that  memo,  it  says  1/12/94.  Are 
these  arguments  of  pro  and  con  Independent  Counsel  arguments 
given  to  you  by  David  Kendall? 

Mr.  Ickes.  I  simply  don't  know.  That  is  my  handwriting.  Wheth- 
er they  were  conveyed  to  me  by  Kendall  or  whether  that  is  an  indi- 
cation that  they  should  have  been  given  to  Kendall,  I  simply  don't 
know. 

Mr.  Ben-Veniste.  You  have  the  drafts  attached,  20801. 

The  Chairman.  The  examination  of  this  issue  is  going  to  take  a 
little  time.  The  Minority  has  noted  that  the  red  light  is  on.  We  are 
going  to  come  back  to  it. 

Senator  Sarbanes. 

Mr.  Ben-Veniste.  Are  we  going  to  expand  our  Resolution  to  in- 
clude Teapot  Dome? 

[Laughter.] 

I  think  we  could  find  something. 

Senator  Dodd.  I  was  being  facetious,  Mr.  Chairman. 

The  Chairman.  I  could  understand  that.  We  need  a  little  humor 
And  I  think 

Senator  Dodd.  We  can  move  out  Teapot  Dome,  you  think. 
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The  Chairman.  Possibly.  But  we  could  expand  it.  I  don't  think 
we've  been  very  expansive  in  terms  of  what  we've  been  trying  to 
do.  We're  going  to  continue. 

Mr.  Ben-Veniste.  Mr.  Ickes,  let  me  direct  your  attention  to  the 
areas  that  the  Senator  from  North  Carolina  raised  with  you  re- 
garding Beverly  Bassett  Schaffer.  Let's  review  where  that  matter 
stood  at  the  point  that  you  considered  it  in  January  1994.  At  that 
time,  is  it  correct  that  there  were  allegations  that  had  resurfaced 
in  the  press  which  had  been  raised  previously  during  the  1992  Pri- 
mary Campaign  regarding  actions  that  Ms.  Bassett  Schaffer  took 
back  in  the  1980's  regarding  Madison  Guaranty  Savings  &  Loan? 

Mr.  Ickes.  Yes. 

Mr.  Ben-Veniste.  During  the  1992  campaign,  is  it  not  correct, 
Mr.  Ickes,  that  Beverly  Bassett  Schaffer  issued  statements  which 
were  consistent  with  the  proposition  that  she  had  done  nothing 
wrong  with  respect  to  the  matters  that  were  brought  to  her  atten- 
tion for  regulatory  consideration  regarding  Madison  Guaranty  Sav- 
ings &  Loan? 

Mr.  Ickes.  That  she  had  issued  statements  in  1992? 

Mr.  Ben-Veniste.  Yes. 

Mr.  Ickes.  That  is  my  recollection.  I  can't  cite  you  chapter  and 
verse,  but  it's  certainly  my  recollection  that  she  did. 

Mr.  Ben-Veniste.  Indeed,  she  has  testified  here,  and  everyone  in 
her  department  at  the  time  has  testified  here  in  open  hearings 
under  oath.  We  have  reviewed  all  the  correspondence.  We  have  re- 
viewed the  Rose  Law  Firm  legal  file  regarding  the  actions  that 
were  taken  vis-a-vis  Madison  Guaranty  and  the  Arkansas  Securi- 
ties Department. 

The  conclusion  of  which,  that  indeed  nothing  untoward  occurred. 
She  took  no  improper  action.  The  Federal  Home  Loan  Bank  Board 
regulators  charged  with  supervising  Madison  have  so  stated  under 
oath.  No  one  has  come  here  to  testify  that  Ms.  Schaffer  did  any- 
thing wrong  back  in  the  1980's  vis-a-vis  Madison  Guaranty,  or  for 
that  matter,  anything  else. 

Now  having  that  in  mind,  we  forward  slightly  in  time  to  1994. 
The  issue  again  is  raised  in  the  media.  You  are  sitting  in  a  group 
considering  what  to  do.  The  President  has  looked  at  a  New  York 
Times  editorial,  and  has  made  a  note  to  the  effect  that  Ms.  Bassett 
has  handled  this  matter  very  well  previously,  and  she'd  do  it  again. 
3o  now  the  issue  is,  not  can  we  somehow  get  to  Ms.  Bassett  to  get 
her  to  tell  a  story  that  we  like?  The  question  is,  in  view  of  the  fact 
:hat  she  has  been  surrounded  by  the  national  media,  has  in  her 
.vords  been  stalked  and  interfered  with,  can  we  encourage  her  to 
)nce  again  come  forward  to  relate  the  truth  as  she  knows  it,  wasn't 
;hat  the  objective  of  the  meeting? 

Mr.  Ickes.  That  was  the  primary  objective,  Mr.  Ben-Veniste.  But 
n  addition,  there  were  complicated  areas,  especially  if  you  were  in 
Washington  dealing  with  Arkansas  matters.  We  were  being  asked 
questions  that  we  did  not  necessarily  know  the  full  and  complete 
inswer  to. 

There  was  some  suggestion,  I  think  in  Mr.  Gearan's  notes,  that 
;ven  had  independent  securities  lawyers  take  a  look  to  see  if  things 
vere  all  on  the  up  and  up.  But  basically,  we  wanted  her  to  step 
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forward  and  tell  her  story  again.  She  had  had,  I  think,  a  difficult 
time  with  the  press  attention,  and  was  reluctant  to  do  so. 

Mr.  Ben-Veniste.  So  the  discussion  about  whether  someone 
should  be  dispatched  had  to  do  with  the  political  realities  of  wheth- 
er the  White  House  would  be  criticized  if  someone  from  the  White 
House  were  dispatched  to  try  to  encourage  Ms.  Bassett  Schaffer  to 
again  speak  out  on  this  issue? 

Mr.  ICKES.  Exactly. 

Mr.  Ben-Veniste.  That  is  the  substance  of  the  concern  noted  in 
Mr.  Gearan's  notes;  is  that  correct? 

Mr.  ICKES.  Certainly  it's  a  concern  that  I  had. 

Mr.  Ben-Veniste.  The  notion  that  Mr.  Mackay,  the  Department 
of  Justice  career  investigator  who  had  been  appointed  by  the  Attor- 
ney General  to  investigate  these  matters,  that  Mr.  Mackay  was  in 
Little  Rock  interviewing  Ms.  Bassett  Schaffer  is  nowhere  substan- 
tiated in  the  record  here.  There's  no  indication  that  that  was  a 
matter  of  interest  to  Mr.  Mackay.  I  believe  the  opposite  was  true. 
Mr.  Mackay  was  looking  into  issues  relating  to  David  Hale  and  his 
prosecution  for  defrauding  the  Small  Business  Administration,  and 
was  also  looking  into  the  criminal  referrals  made  by  the  RTC  re- 
garding Madison  Guaranty  Savings  &  Loan. 

So  the  issues  relating  to  the  Arkansas  Securities  Department,  to 
my  knowledge,  were  not  under  review  by  Mr.  Mackay  in  any  way, 
shape  or  form  at  that  point.  But  even  if  they  had  been,  there  would 
be  nothing  improper  in  encouraging  Ms.  Bassett  Schaffer  to  come 
forward  on  the  public  record  or  elsewhere,  and  tell  the  truth  as  she 
knew  it. 

Now  when  you  talk  about  an  item-by-item  review,  I  take  it  the 
White  House  under  these  circumstances,  and  those  involved  in  this 
discussion,  were  not  content  merely  with  having  Ms.  Bassett  Schaf- 
fer review  the  facts  as  she  knew  them,  but  that  you  would  inde- 
pendently seek  to  get  some  expert  opinion  on  Arkansas  securities 
law,  and  the  state  of  affairs  regarding  Federal  Home  Loan  Bank 
regulation,  what  was  going  on  in  the  country  and  so  forth  back  in 
the  mid-1980's;  is  that  correct? 

Mr.  ICKES.  That  is  correct.  We  were  being  asked  any  number  of 
questions,  many  of  which  we  could  not  answer  or  verify,  as  Mr. 
Gearan  has  stated.  He  was  the  Communication  Director  at  that 
time.  He  was  very  concerned,  as  we  all  were,  about  the  credibility 
of  the  White  House.  And  misstatements  of  fact  can  be  blown  way 
out  of  proportion.  But  the  fact  is,  we  had  an  obligation  to  try  to 
get  as  much  accurate  information  as  we  could. 

Mr.  Ben-Veniste.  In  addition  to  what  has  been  marked  S1139 
et  seq.  which  is  not  before  you,  I'm  sure,  but  is  a  memo  from  Ms. 
Bassett  Schaffer  regarding  Madison  Guaranty  Savings  &  Loan,  and 
deals  with  a  very  detailed  14-page  chronology  of  events,  we  have 
also  been  supplied  with  S  20589  which  appears  to  be  a  January  11, 
1994  memo.  I  wonder  whether  that  could  be  provided  to  Mr.  Ickes 
from  Jake  Sewirt,  if  I'm  pronouncing  his  name  correctly? 

Mr.  ICKES.  You  are. 

Mr.  Ben-Veniste.  The  subject  being  preferred  stock. 

Mr.  Ickes.  I  have  the  document. 

Mr.  Ben-Veniste.  Is  it  correct  that  this  2-page  document  which 
details  a  number  of  issues  relating  clearly  to  the  appropriateness 
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of  Ms.  Bassett  Schaffer's  decisions,  and  what  was  going  on  in  the 
rest  of  the  country,  and  what  was  going  on  with  the  regulators 
back  in  the  mid-1980's,  that  this  was  in  response  to  the  suggestion 
growing  out  of  the  Whitewater  Response  Team  that  an  independent 
review  be  made  of  the  appropriateness  of  the  actions  taken  by  the 
Arkansas  Securities  Department,  the  law  involved,  and  what  was 
going  on  both  in  Arkansas  and  throughout  the  country,  contem- 
poraneous with  Ms.  Bassett  Schaffer's  actions? 

Mr.  ICKES.  That's  correct,  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  And  the  conclusion  was,  in  addition  to  the  fact 
that  the  issuance  of  preferred  stock  was  something  which  was 
being  applauded  by  Federal  regulators  as  a  way  to  increase  the 
capital  equity  of  savings  and  loans  throughout  the  United  States, 
that  it  appeared  that  Ms.  Bassett  Schaffer's  conditional  agreement 
in  theory  to  the  issuance  of  preferred  stock  was,  in  fact,  as  a  prac- 
tical matter,  never  acted  upon  with  regard  to  Madison  Guaranty 
Savings  &  Loan  because  she  had  set  a  precondition  regarding  the 
financial  stability  of  the  savings  and  loan,  which  that  thrift  was 
never  able  to  comply  with? 

Mr.  ICKES.  That's  my  understanding. 

Mr.  Ben-Veniste.  Therefore,  both  with  respect  to  the  issue  of 
getting  Ms.  Bassett  Schaffer  to  come  forward  again,  tell  the  truth 
as  she  knew  it,  and  to  do  the  comparative  analysis  and  the  legal 
analysis,  which  in  turn  resulted  in  corroboration  of  the  appropri- 
ateness of  Ms.  Bassett's  actions,  all  of  those  things  you  viewed  as 
correct  and  appropriate  things  for  the  White  House  to  do,  given  the 
press  attention  that  had  refocused  on  this  matter? 

Mr.  Ickes.  Precisely.  I  think  the  people  here  can't  appreciate  the 
amount  of  press  attention  that  was  being  focused  on  this  whole 
issue,  and  in  particular  Ms.  Schaffer  dealing  with  an  issue  that 
was  in  Arkansas,  dealing  with  areas  of  law  that  we  did  not  have 
any  access  to. 

Mr.  Ben-Veniste.  I  see  my  time  has  expired,  Mr.  Chairman. 

The  Chairman.  Senator  Mack. 

OPENING  COMMENTS  OF  SENATOR  CONNIE  MACK 

Senator  Mack.  Thank  you,  Mr.  Chairman. 

I'm  going  to  start  in  an  area  that  I  initially  had  not  intended  to, 
but  there  were  some  comments  made  that  raised  this  concern.  It 
has  to  do  with  Mr.  Mackay  being  in  Arkansas.  You  all  were  aware 
that  he  was  in  Arkansas? 

Mr.  ICKES.  I  can't  say  as  a  fact,  Senator,  that  I  was  aware  at  that 
time.  I  undoubtedly  was. 

Senator  Mack.  Help  me  a  little  bit  more  with  that.  You  can't  say 
as  a  fact.  Was  there  any  discussion  about  the  fact  that  he  might 
have  been  in  Arkansas  at  this  time? 

Mr.  ICKES.  There  may  well  have  been.  As  I  sit  here  today  remem- 
bering back  well  over  2  years  ago,  I  can't  say  as  a  fact  there  was 
discussion.  It  would  not  surprise  me  if  there  were. 

Senator  Mack.  If  it  had  been  known  that  Mr.  Mackay  was  there, 
I  would  assume  you  all  would  have  understood  he  was  there  be- 
cause of  the  nine  criminal  referrals? 

Mr.  Ickes.  I'm  not  prepared  to  assume  anything  on  that.  I'm  not 
sure  that  the  delineation  of  what  he  was  looking  at  was  known  or 
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talked  about  at  any  great  length  in  the  White  House.  Again,  I  can't 
recall  as  a  fact  any  of  those  circumstances,  Senator. 

Senator  Mack.  The  reason  I  raise  this,  frankly,  is  that  I  was  try- 
ing to  make  some  sense.  And  again,  I  realize  that  these  are  not 
your  notes.  But  if  you  disagree  with  the  characterization  that  Mr. 
Gearan  has  put  on  your  comments — I'm  thinking  particularly  of, 
"Beverly  Bassett  is  so  f— ing  important,  if  we  f—  this  up,  we're 
done."  I'm  trying  to  figure  out — I  gather  that  was  said  with  some 
passion,  apparently  made  some  kind  of  impression  on  Mr.  Gearan. 

Let  me  just  lay  out  where  I  was  going  with  that.  If  you  all  knew 
that  Mackay  was  down  there  investigating  Madison,  it  seems  to  me 
the  contact  with  Schaffer  becomes  very  significant.  I  hate  to  say 
this  again,  but  being  a  banker,  I  don't  know  what  is  permitted.  But 
I  suspect  that  there  is  something  wrong  with  contacting  an  individ- 
ual who  is  a  witness  or  a  potential  witness  in  an  investigation,  and 
you  all  have  expressed  deep  concern  for  making  a  direct  contact 
that's  connected  to  the  White  House.  In  fact,  I  think  you  went  on 
to  say  that  you  were  not  in  favor  of  sending  anyone.  Let  me  ask 
you  this  question.  Were  you  in  favor  of  making  any  contact  at  all? 

Mr.  Ickes.  As  best  I  recall,  I  think  my  view  was  that  we  should 
not  try  to  make  contact.  But  again,  Senator,  I  don't  think  there  is 
anything  illegal  about  making  a  contact.  My  concern  was  percep 
tion,  and  how  it  might  be  used  later  on. 

Senator  Mack.  Did  Mr.  Waldman  just  make  a  contact  on  his 
own,  then? 

Mr.  ICKES.  I'm  not  sure  that  he  made  a  contact. 

Senator  Mack.  What  about  Rutherford? 

Mr.  Ickes.  I  am  not  sure  he  made  a  contact.  But  again,  Mr 
Rutherford 

Senator  Mack.  According  to  Ms.  Schaffer,  there  were  contacts 
from  Rutherford,  Lindsey,  and  Tisdale.  So  there  were  contacts.  At 
least  that's  what  she  indicated. 

Mr.  Ickes.  I  was  unaware  of  those.  Again,  Rutherford  and  Tis 
dale  lived  in  Arkansas.  They  know  Ms.  Schaffer  well.  I  don't  know 
what  the  nature  of  the  contacts  were,  what  was  said,  et  cetera. 

Senator  Mack.  I  want  to  start  over  again.  You've  been  very  care- 
ful up  to  now  to  say  that  you  were  not  in  favor  of  sending  anyone 
down  there.  But  you're  now  saying  that  you  were  not  in  favor  of 
there  being  any  contact  at  all? 

Mr.  Ickes.  I  think  that  was  my  general  view.  Quite  frankly,  I  did 
not  know  contacts  had  been  made.  And  I  certainly  don't  know  what 
was  said  in  connection  with  those  contacts. 

Senator  Mack.  So  you  are  saying  that  these  contacts  that  were 
made,  they  were  unknown  to  you.  So  you  are  suggesting  that  you 
are  not  aware  of  any  information  coming  back  from  those  people 
who  made  contacts? 

Mr.  Ickes.  As  I  sit  here  today,  I  don't  recall  any. 

Senator  Mack.  In  your  earlier  testimony,  I  think  you  said  some- 
thing— don't  recall  having  many  conversations  with  the  President 
about  Ms.  Schaffer.  So  you  had  some  conversations  with  the  Presi- 
dent with  respect  to  Ms.  Schaffer? 

Mr.  Ickes.  I  am  confident  I  had  some.  I  can't  tell  you  when, 
where,  who  was  present.  But  I  am  confident  that  I  did. 
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Senator  Mack.  I  gather  you  are  saying  as  well,  though,  that  you 
made  no  report  back  to  the  President  with  respect  to  what  Ms. 
Schaffer  had  to  say  after  there  were  contacts? 

Mr.  Ickes.  Senator,  I  do  not  recall  knowing  of  any  contacts  that 
were  made,  nor  do  I  know  when  they  were  made,  nor  do  I  know 
what  was  said. 

Senator  Mack.  I  guess  I'm  a  little  bit  surprised  that  you  wouldn't 
have  known  that  Ms.  Schaffer  had  testified  to  the  fact  that  there 
were  three  contacts — Rutherford,  Lindsey,  and  Tisdale.  I  assume 
you  have  been  following  this  fairly  closely? 

Mr.  Ickes.  I  follow  it.  I  don't  follow  it  day  by  day  or  word  by 
word. 

Senator  Mack.  Again,  I  want  to  try  to  get  very  specific  on  this. 
You  did  not  direct,  imply,  insinuate  that  it  would  be  a  good  idea 
for  someone  to  contact  someone  in  Arkansas,  to  make  this  contact 
with  Ms.  Schaffer? 

Mr.  Ickes.  As  I  sit  here  today,  I  do  not  recall  that.  And  as  I 
think  Mr.  Gearan  knows  for  a  fact,  I  was  against  sending  people 
down  from  the  White  House. 

Senator  Mack.  I  know  you've  said  that  over  and  over  again,  that 
you  were  against  sending  someone  down.  I  think  there  are  several 
reasons  why  one  can  land  of  come  up  with  why  you  wouldn't  want 
to  send  someone  down.  But  the  implication  clearly  is  there  now,  at 
least  from  my  perspective,  that  since  you  didn't  want  to  send  some- 
body down  where  there  would  be  this  direct  contact,  what  we  do 
is  make  some  behind-the-scenes  contact,  and  I'm  curious.  I  don't 
know  whether  it  would  be  interesting  to  ask  Rutherford  who  sug- 
gested to  him  that  he  make  the  contact.  I  think  what  he's  going 
to  testify  to  is  that  Waldman  made  that  contact.  It  will  be  interest- 
ing to  ask  Mr.  Waldman  who  suggested  to  him  that  that  contact 
be  made. 

Mr.  Ickes.  Again,  I  don't  know.  You'll  have  to  ask  Mr.  Ruther- 
ford or  Mr.  Waldman. 

My  concern,  as  I  said,  was  a  political  concern.  As  far  as  I  knew 
then  and  as  far  as  I  know  now,  there  was  nothing  illegal  or  unto- 
ward in  having  someone  talk  to  Beverly  Bassett  Schaffer  and  try 
to  obtain  facts  and  circumstances  surrounding  her  relationship 
with  Madison  Guaranty. 

Senator  Mack.  As  I  said  before,  attorneys  can  certainly  send  that 
one  out.  I  just  found  it  kind  of  interesting  that,  at  the  same  time 
that  Mr.  Mackay  was  in  Arkansas  with  respect  to  an  investigation 
of  Madison,  and  I  suspect  maybe  with  the  criminal  referrals — I'm 
not  sure  about  that — that  there  would  be  these  kinds  of  contacts 
taking  place.  That  certainly  raises  the  specter,  I  think,  of  the  White 
House  interfering  with  an  investigation. 

Mr.  Ickes.  Again,  Senator,  let  me  assure  you  that  the  White 
House  had  no  intention,  and  to  my  knowledge  has  not  interfered 
with  any  investigation.  The  fact  is  that  Beverly  Bassett  Schaffer 
basically  was  saying  that  she  had  done  the  appropriate  thing,  that 
there  had  not  been  a  conflict  of  interest.  I  think  that's  been  borne 
out  by  several  Federal  and  State  organizations  or  agencies. 

So  again,  there  was  nothing  she  did  wrong.  There  were  allega- 
tions being  raised  at  that  point,  that  favoritism  had  been  shown, 
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but  I  think  the  record  shows  that  favoritism  was  not  shown,  and 
that  she  acted  entirely  properly. 

Senator  Mack.  Again,  you  sent  no  one  from  the  White  House. 
You  were  not  involved  in  either  instructing  or  implying  that  there 
should  be  a  contact.  I  think  you  testified  that  you  were  opposed  to 
any  contact,  period? 

Mr.  Ickes.  That  is  my  recollection. 

Senator  Mack.  Again,  these  are  Mr.  Gearan's  notes.  These  notes 
reflect  that  he  is  suggesting  that  you  said  these  things.  "We  can't 
send  BP,  BL  and  W.  It  will  come  out."  And  then,  "Item-by-item, 
make  sure  her  story's  OK."  Clearly,  there  was  an  implication  there 
that  somebody's  going  to  be  talking  with  her. 

Mr.  Ickes.  I  don't  think  there's  any  implication  whatsoever  in 
that  regard.  I  mean,  there's  certainly  an  implication,  but  I  don't 
agree  that  that  is  necessarily  the  only  implication. 

As  Mr.  Sewirt's  memorandum  indicates,  we  were  trying  to  take 
steps  to  verify  whether  the  nature  of  what  she  had  done  was  out 
of  the  way  or  unprecedented,  and  I  don't  know  where  Mr.  Sewirt 
got  his  information.  He  may  well  have  talked  to  Beverly  Bassett 
Schaffer.  I  doubt  that  he  did,  from  the  nature  of  this  memorandum. 

Senator  Mack.  What  do  you  think  the  names  "Tisdale  and 
Lindsey's  firm,  Skip,  question  mark,  White  House,  pass,  PB  friend, 
New  York  lawyer"  mean?  I'm  under  the  impression  that  these  are 
potential  contacts,  people  who  can  contact  Schaffer.  What  is  your 
recollection  as  to  what  that  means? 

Mr.  Ickes.  Well,  as  I  say,  I  didn't  take  these  notes.  I  don't  have 
a  very  distinct  recollection,  if  any,  of  the  particular  conversation. 
I  can  only  assume  that  those  were  names  that  were  suggested 
around  the  table  in  connection  with  possibly  contacting  Beverly 
Bassett  Schaffer.  But  as  far  as  I  know,  I  gather  that  some  people 
did  contact  her.  But  as  far  as  I  know,  as  far  as  I  can  recall,  I  did 
not  ask  anyone  to  contact  her.  I  was  very  concerned  about  the  pos- 
sible political  fallout  of  it. 

The  Chairman.  I'm  going  to  ask  you  to  bear  with  me,  Senator, 
put  the  green  light  on  and  an  additional  4  minutes,  so  we'll  go  to 
15-minute  rounds,  since  we're  now  down  to  three  Senators.  You'll 
have  an  additional  4  minutes. 

Senator  Mack.  I  don't  know  that  I  need  that. 

The  Chairman.  That's  all  right. 

Senator  Mack.  I  just  want  to  continue  probing  on  this. 

The  Chairman.  I  want  you  to  continue. 

Senator  Mack.  You  have  been  fairly  central.  I  got  the  impression 
from  earlier  comments  that  you  in  essence  were  engaged  in  these 
meetings,  and  your  notes  were  reflecting  giving  assignments  to  var- 
ious people. 

There  is  the  editorial  that  the  President  has  made,  the  now-fa- 
mous notation  on,  which  indicates  he  thinks  it's  pretty  important. 
"Bassett  did  a  good  job  in  campaign  on  this — can  she  now?"  That 
implies  that  the  President  is  interested  in  whether  there  can  be  a 
contact  to  see  how  she's  doing. 

All  the  evidence  suggests  that,  in  fact,  the  President  raised  the 
concern.  You  all  discussed  it  at  your  meetings.  There  are  notes  that 
I  think  are  clear,  that  at  least  I  can  suggest  from  those  notes  that 
there  were  going  to  be  contacts.  In  fact,  contacts  were  made.  You 
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at  the  center  of  all  this  say  that  you  had  nothing  to  do  with  the 
contacts.  Nobody  reported  back  to  you  about  contacts.  You  know 
nothing  of  the  President  knowing  of  any  response  coming  back 
from  these  contacts.  I  just  frankly  find  that  pretty  hard  to  believe. 

Mr.  Ickes.  Senator,  all  I  can  tell  you  is  my  best  recollection.  I 
have  no  recollection  of  urging  contacts.  And  my  recollection,  I 
think,  corroborated  by  Mr.  Gearan's  notes,  that  I  had  very  grave 
reservations  about  contacts  being  made.  I'm  not  saying  that  con- 
tacts were  not  made.  They  may  well  have  been.  But  that,  you'll 
have  to  ask  other  people  about. 

Senator  Mack.  Are  you  suggesting  that  after  you  had  made 
these,  I  guess — I  would  gather,  again  from  these  notes,  there  were 
some  pretty  impassioned  feelings  expressed.  Are  you  surprised, 
frankly,  that  there  were  these  contacts  after  you  were  so  forceful 
in  saying  that  they  shouldn't  be  done? 

Mr.  ICKES.  I  was  only  expressing  my  view  as  to  whether  or  not 
contacts  should  be  made,  Senator. 

Senator  Mack.  Did  the  rest  of  the  group  agree  that  there  should 
not  be  contacts? 

Mr.  Ickes.  I  think  there  was  general  agreement  there. 

Senator  Mack.  Who  was  in  disagreement? 

Mr.  Ickes.  I  don't  recall.  But  again,  Senator,  I  think  the  critical 
point  to  make  is,  my  concern  was  political,  not  legal.  There  was 
nothing  illegal,  as  far  as  I  knew  then,  or  as  far  as  I  know  now, 
about  anyone  contacting  Beverly  Bassett  Schaffer.  It  would  have 
been  illegal,  obviously,  to  try  to  change  her  story,  and  to  get  her 
to  talk  about  things  that  she  didn't  agree  with,  or  to  change  her 
story  in  any  way.  The  fact  of  the  matter  is,  as  Mr.  Ben-Veniste  has 
pointed  out,  her  story  and  what  she  did  was  favorable  with  respect 
to  the  White  House's  position. 

What  we  were  concerned  about  was  twofold:  Making  sure  that 
we  knew  the  facts  and  circumstances,  number  one;  and  as  a  result 
of  that,  you  have  the  memo  that  Jake  Sewirt  did.  And  number  two 
was  to  see  if  she  would  again  come  forward  and  talk  to  the  press. 
She'd  had  a  very  difficult  time,  apparently.  I  wasn't  there  at  the 
time,  but  apparently,  she'd  had  a  very  difficult  time  with  the  press 
in  early  1992. 

Senator  Mack.  There  was  apparently  an  interview  that  Ms. 
Schaffer  gave  to  an  AP  reporter,  where  she  was  asked  about  her 
interpretation  of  the  meeting  that  we've  been  referring  to.  Are  you 
familiar  with  that? 

Mr.  Ickes.  I'm  not.  I'd  like  to  see  a  copy  of  it. 

Senator  Mack.  The  only  reason  I  ask  it  that  way  is  because  I 
saw  you  nodding.  I  thought  maybe  you  were  implying  that  you 
were  aware  of  this  interview. 

Mr.  Ickes.  Let  me  see  it  first.  Now  what  page  are  you  looking 
at,  Senator? 

Senator  Mack.  I  am  on  the  second  page,  the  third  paragraph 
iown.  As  per  her  interpretation  of  the  meeting,  Schaffer  said,  "It 
ooks  to  me  like  they  were  trying  to  figure  out,  'Who  can  talk  to 
ler?  Who  is  her  friend?'  They  were  desperate  to  try  to  find  a  way 
)f  getting  questions  about  all  this,  to  deal  with  it." 

Mr.  Ickes.  Right. 
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Senator  Mack.  I  think  that's  an  interesting  observation  of  some- 
one who  is  kind  of  a  principal  in  this,  that  looked  at  these  notes 
and  kind  of  came  to  the  same  conclusion  that  I  came  to,  but  appar- 
ently totally  different  from  your  perspective,  that  she  looked 

Mr.  ICKES.  Right. 

Senator  Mack.  It  also  refers  in  here — again,  were  you  aware  of 
this?  Had  you  seen  this  before? 

Mr.  ICKES.  I  think  that  I  have  seen  this  very  recently.  I  have  not 
seen  it  until  the  last  couple  of  days.  I've  seen  it  in  a  different  form. 

Senator  Mack.  Again  it  surprises  me  in  that  you  told  me  a 
minute  ago  that  you  were  not  aware  of  any  contacts,  because  the 
next  three  paragraphs  go  down  and  explain  the  three  contacts.  One 
was  by  Lindsey  at  the  Arkansas  basketball  game;  two  was  by  Skip 
Rutherford,  and  the  other  was  John  Tisdale.  So  I'm  getting  mixed 
stories  from  you  with  respect  to  your  knowledge  of  these  contacts. 

Mr.  ICKES.  Now  that  I  look  at  this  document,  I  think  that  I  have 
seen  this  in  a  different  form,  in  the  AP.  I  don't  recall  seeing  this 
literally  until  2  or  3  days  ago,  at  the  earliest. 

Senator  Mack.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Chairman,  I  want  for  just  a  moment  to 
address  this  question  of  the  production  of  documents,  and  some  of 
the  assertions  earlier  that  there  might  be  a  deliberate  pattern  of 
evasion. 

First  of  all,  I  was  interested  in  the  letter  that  Ms.  Sherburne 
sent  to  the  Committee  when  these  documents  were  furnished,  in 
which  she  says  in  one  of  the  relevant  paragraphs: 

We  regret  that  we  failed  to  identify  this  material  sooner.  There  was  a  mistaken 
belief  that  the  material  had  been  provided  to  the  Council,  and  then  it  was  discov- 
ered in  the  files.  In  order  to  be  able  to  assure  ourselves  and  the  Committee  that 
there  has  been  no  other  oversight,  we  have  undertaken  to  verify  that  all  relevant 
documents  provided  to  the  Council's  Office  by  White  House  staff  beginning  in  March 
1994,  have  been  reviewed  and  produced  to  this  Committee  with  responses. 

Further,  we  are  confirming  the  White  House  files  of  certain  former  White  House 
officials  have  been  reviewed.  We  are  working  to  complete  this  verification  quickly. 
And  in  the  event  we  identify  any  other  documents,  we  will  provide  them  to  the  Com- 
mittee promptly. 

Now  the  amount  of  document  request  here,  of  course,  has  been 
extraordinary;  and  the  amount  of  document  production  has  been 
extraordinary.  And  in  evaluating  all  of  this,  I  think  it's  important 
to  keep  in  mind — and  I  submit  for  the  record  an  article,  an  op  ed 
piece  from  The  New  York  Times  entitled  Docudrama  by  Sydney 
Herman. 

Let  me  just  quote  from  that  briefly.  This  is  Mr.  Herman,  who's 
a  lawyer  and  apparently  a  former  partner  of  Kenneth  Starr's,  writ- 
ing in  The  New  York  Times  on  January  27th: 

Documents  that  are  relevant  to  an  investigation  are  found  in  an  unexpected  place 
6  months  after  they  were  first  sought.  A  shocking  development? 

Absolutely  not.  In  most  major  pieces  of  litigation,  files  turn  up  late.  One  side  or 
the  other  always  thinks  of  making  something  of  the  late  appearance,  but  these  law- 
yers know  the  truth:  It  could  just  as  easily  happen  to  them. 

Despite  diligent  searches,  important  papers  in  large  organizations  are  always 
turning  up  after  the  initial  and  follow-up  searches. 

Then  later,  he  goes  on  to  say: 

My  former  partner,  Kenneth  Starr,  knows  all  this.  As  Independent  Counsel  in  the 
Whitewater  investigation,  he  will  take  it  into  account. 
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But  the  American  people  have  no  reason  to  know  that  this  is  a  normal  occurrence; 
it  is  not  part  of  their  everyday  experience.  Reporters  really  don't  have  any  reason 
to  know  this  either,  or  they  may  know  and  simply  choose  to  ignore  it. 

When  documents  show  up  belatedly,  even  in  private  quarters,  there  is  simply 
nothing  unusual  about  it. 

I  put  that  in  the  record  to  give  us  some  context  as  we  try  to 
evaluate  this  question  of  document  production.  I  along  with  others 
would  wish  that  all  documents  came  in  right  at  the  beginning,  im- 
mediately. But  it  doesn't  simply  work  that  way.  The  OTS  itself  sent 
us  a  letter  about  documents  that  turned  up  later,  after  they  had 
been  requested.  And  in  fact,  I  brought  that  to  the  Committee's  at- 
tention at  an  earlier  time,  and  included  those  documents  in  the 
record  as  well. 

So,  I  think  it's  important  to  keep  some  perspective  on  this  as  we 
continue  to  deal  with  the  very  broad  requests  that  this  Committee 
has  made  for  documents. 
Senator  Dodd. 
[No  response.] 

Mr.  Ben-Veniste.  Mr.  Ickes,  since  we  keep  coming  back  to  Bev- 
erly Bassett  Schaffer,  let  me  again  state — and  I  mentioned  this  just 
a  moment  ago  informally  to  Senator  Mack,  who  had  to  leave — that 
i    the  law  is  that  no  one  owns  a  witness,  even  if  the  Department  of 
f    Justice  was  seeking  to  interview,  or  indeed,  had  interviewed  Ms. 
)f    Schaffer  in  connection  with  any  investigation  they  were  conducting. 
It  would  have  been  entirely  appropriate  for  someone  interested 
e    in  that  matter  to  send  a  representative  to  interview  Ms.  Bassett, 
n    or  to  encourage  Ms.  Bassett  to  come  forward  publicly. 

Only  if  there  was  some  corrupt  intent  to  have  her  change  what 
en  she  said  from  the  true  version  of  events,  would  there  be  anything 
v  untoward  or  improper.  Indeed,  there  is  a  substantial  body  of  case 
iat  law  that  suggests  that  an  attorney  representing  a  client  who  has 
1JJ,  an  important  stake  in  the  matter  who  neglects  to  interview  an  im- 
portant fact  witness,  may  well  be  guilty  of  malpractice  of  law. 
a  So  let's  be  absolutely  clear  here,  and  perhaps  this  has  all  flowed 
"?■  from  the  suggestion  last  week.  I  think  in  the  heat  of  the  moment, 
3  some  misstatements  were  made  about  the  law,  that  Ms.  Bassett 
was  somehow  radioactive,  and  no  one  could  approach  her.  That  is 
;eD  nonsense. 

Now,  Mr.  Waldman  has  been  alluded  to.  He  has  given  testimony, 
^  last  evening  in  deposition.  His  testimony  is  that  he  made  no  ap- 
^  proach  to  Ms.  Bassett.  So  that  should  be  clarified.  And  I  think  that 
ne)  will  come  out  in  due  course. 

Mr.  Lindsey  has  testified  at  some  length  about  the  fact  that,  fol- 
ho's  lowing  the  President's  comments  on  the  newspaper  article  you  were 
mt-i  shown,  he  talked,  not  with  Ms.  Bassett,  but  to  Ms.  Bassett's  hus- 
band, Archie  Schaffer.  Let  me  read  Mr.  Lindsey's  testimony  before 
plan  this  Committee,  in  response  to  Senator  Faircloth's  question: 

Senator  FAIRCLOTH.  Would  you  tell  us  what  was  discussed  in  plain  language,  just 

'-■    you  tell  me? 

;  is       Mr.  LlNDSEY.  Yes,  sir.  Beverly  Bassett  during  the  campaign  had  put  out,  spoken 
to  the  press,  spoken  to  Mr.  Gerth.  In  fact,  I  later  learned,  wrote  three  memos  to 

W  Mr.  Gerth  describing  what  her  role  had  been  during  the  late  1980's  in  the  regula- 
tion of  Madison  Guaranty. 

As  I  say,  I've  reviewed  the  records;  I  reviewed  a  chronology  of  what  she  did,  what 
occurred.  I  believe  that  any  reasonable  person  who  looks  at  that  will  find  that  she 

;     went  out  of  her  way  to  try  to  bring  this  to  the  proper  regulator's  attention,  and  to 
get  action.  She  communicated  that  during  the  campaign.  Obviously,  we  wanted  her 
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to  continue  to  communicate  that.  She  was  reluctant  to  do  so.  She  was  reluctant  for 
several  reasons. 

Now,  Mr.  Lindsey  is  alluding  to  his  conversations  with  Archie 
Schaffer: 

Number  one,  I  think  she  was  reluctant  because  she  had  spent  so  much  time  with 
Mr.  Gerth,  and  she  felt  like  the  treatment  that  she  received  in  The  New  York  Times 
article  and  in  other  articles  was  not  fair,  did  not  reflect  the  information  she  pro- 
vided. 

Another  reason  was,  during  the  same  time  period,  there  were  people  who  basically 
were,  I  will  use  the  word  stalking  because  I  believe  Ms.  Bassett  has  used  that  word. 
In  fact,  one  of  your  current  employees,  Mr.  Bossie,  went  to  Fayetteville  in  early  Jan- 
uary 1994,  and  according  to  Ms.  Bassett  stalked  her  from  one  place  to  another. 

Senator  Faircloth.  He  was  not  an  employee  of  mine. 

Mr.  Lindsey.  That's  right.  He  is  now. 

Senator  Faircloth.  I  didn't  know  him. 

Mr.  Lindsey.  He  was  working  for  Citizens  United.  Floyd  Brown's  organization,  I 
believe,  at  that  time. 

So  the  testimony  was  quite  clear  from  Mr.  Lindsey  before  this 
Committee,  indeed,  that  there  was  an  attempt  to  get  Ms.  Bassett 
to  come  forward.  We've  heard  that,  and  Mr.  Lindsey  has  been  sub- 
jected to  extensive  examination  on  that  subject. 

Senator  Dodd.  Could  I  inquire,  by  the  way,  Mr.  Chairman,  I 
gather  this  has  been  distributed  here  today.  It  just  occurred  to  me, 
I  am  looking  at  it  here,  and  I  see  where  Counsel  raised  the  name 
of  one  of  the  staff  here,  Mr.  Bossie.  There's  a  letter — I  don't  know 
what  the  date  of  this  letter  is — there's  no  date  on  it,  from  a  Floyd 
Brown,  President  of  something  called  Citizens  United. 

The  reason  I  raise  it  with  you,  Mr.  Chairman,  is  a  couple  of 
things.  If  you  don't  have  it,  I'll  let  you  have  this  copy  here.  The  let- 
ter says  a  couple  of  things  that  I  think  ought  to  be  of  concern  to 
everyone  on  the  Committee.  This  is  a  "Dear  Fellow  American"  let- 
ter. Paragraph  three  or  four:  "Our  top  investigator,  David  Bossie, 
is  on  the  inside  directing  the  probe,  a  Special  Assistant  to  Senator 
Faircloth  of  the  U.S.  Senate  Whitewater  Committee." 

First  of  all,  I  don't  know  if  Mr.  Chertoff  would  like  to  know  some- 
one else  is  directing  the  probe  here,  but  our  top  investigator,  is  he 
employed  by  Citizens  United,  and  employed  by  the  Congress? 

This  is  a  fundraising  letter  in  which  Mr.  Brown,  who  many  may 
recall  was  the  author  of  the  Willie  Horton  ads,  by  the  way,  to  give 
you  some  idea  of  his  political  credentials.  But  I  quote  him  from  his 
letter,  the  last  page  of  a  4-page  letter.  "I  already  have  Whitewater 
briefings  scheduled  for  Members  of  Congress  going  on."  Then  there 
is  a  solicitation  of  $100,  $500,  and  $1,000.  You  know,  if  we're  going 
to  be  supporting  these  outside  groups  who  have  staff  members 
working  for  outside  groups  as  investigators  on  the  Committee,  I 
think  it's  something  the  Committee  ought  to  look  at  or  am  I  off- 
base  on  that,  Mr.  Chairman? 

The  Chairman.  Well,  Senator,  if  we're  going  to  hold  the  Commit- 
tee responsible  for  every  group  that  writes  letters  or  takes  positions 
on  the  activity  of  the  Committee,  we  would  be  in  bad  shape.  This 
is  the  first  time  I've  seen  this  letter.  I  don't  know  Floyd  Brown. 

Senator  Dodd.  I  don't  know  him,  either. 

The  Chairman.  I've  never  had  contact  with  him.  The  reason  I 
feel  compelled  to  say  that  is  because  if  we're  going  to  do  this,  let's 
take  a  look.  It  says  at  the  bottom  of  the  first  page — this  was  just 
handed  to  me.  And  again,  I  thank  Senator  Sarbanes  for  handing 
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it  to  me.  I  don't  know  how  it  even  came  into  this  hearing.  I  under- 
stand that  the  White  House  released  this  today. 

Senator  Dodd.  It  was  sent  to  thousands  of  people. 

The  Chairman.  I  wish  they  would  get  the  information  we  have 
requested  and  stop  scouring  for  things  to  divert  attention;  and 
that's  pretty  obvious.  The  failure  to  produce  these  documents  is  a 
very  serious  matter. 

Ms.  Sherburne  is  in  attendance.  If  you  had  these  documents  that 
Mr.  Ickes  had,  you  would  have  produced  them. 

Senator  Dodd.  Mr.  Chairman,  I'm  asking  you  a  question. 

The  Chairman.  Let  me  just  say,  with  the  assistance  of  Citizens 
United,  it  says: 

Senator  Faircloth  is  determined  to  find  out.  He's  asked  Whitewater  Committee 
Chairman  Al  D'Amato  to  call  Hillary  Rodham  Clinton  before  the  Committee  in 
which  she  will  be  forced  to  answer  questions  under  oath. 

But  Senator  D'Amato  declines  to  call  the  First  Lady  to  appear.  In  my  opinion, 
Senator  D'Amato  is  worried  that  he  lacks  sufficient  public  support  to  call  the  First 
Lady  in  front  of  the  proceedings  that  might  subject  her  to  future  criminal  proce- 
dures. 

That  explains  why  I  have  been  getting  these  phone  calls  in  my 
office  berating  me  the  last  couple  of  days,  I  really  have.  They  want 
me  to  call  Floyd  Brown — not  Floyd  Brown.  Who's  that  fellow? 
Larry  Nichols?  I  won't  be  swayed  by  Brown,  or  Nichols,  or  anybody 
else.  And  I  think  you  know  this,  Senator.  You  are  my  friend  and 
colleague. 

Senator  Dodd.  My  concern  is  that  we  have  a  staff  member  here 
on  the  Committee  who  is  not  the  top  investigator. 

The  Chairman.  Sure,  and  they  said  I  am  afraid  to  do  what  I 
have  done,  and  I  am  going  to  characterize  you  and  others.  We  can- 
not respond  to  the  Browns  and  others  of  the  world  in  terms  of  how 
they  characterize  us.  Indeed,  this  investigation  is  not  being  run  by 
anyone  other  than  the  Committee.  Certainly,  Mr.  Bossie  is  not  run- 
ning this.  But  you  can't  prevent  some  from  making  a  claim,  and 
saying  they  have  somebody  in  here. 

Again,  I  think  it  is  appropriate  to  move  forward.  We're  going  to 
be  thorough,  we're  going  to  be  comprehensive.  It  may  be  painful  at 
times,  but  we  will  get  the  facts  as  best  we  can  and  be  fair. 

Senator  Dodd.  You  can  understand,  Mr.  Chairman,  whether  it's 
the  White  House  or  others  of  us  here,  when  they  see  a  letter  from 
Citizens  United,  a  guy  who  has  a  reputation  that  is  pretty  bad 

The  Chairman.  Gee,  if  I  put  in  every  editorial  comment,  I  could 
cite  people  in  the  media.  You  saw  one  that  was  just  here,  she  left 
a  little  while  ago.  She's  written  the  most  vile  and  detestable  things 
about  me,  about  the  manner  in  which 

Senator  Dodd.  This  is  a  fundraising  letter,  and  identifies  a  staff 
member.  This  Committee  is  their  top  investigator.  That  seems  to 
me  something  you  might  want  to  look  at. 

The  Chairman.  Let's  look  at  it  and  find  out  if  he  is  a  member 
of  their  group.  He's  certainly  not  our  top  investigator.  He's  not  on 
the  Committee. 

Senator  Dodd.  He's  their  top  investigator. 

The  Chairman.  Are  we  going  to  say  that  this  Committee  is  re- 
sponsible for  every  person  who  sends  out  a  fundraising  letter? 

Senator  Sarbanes.  Senator  Dodd  does  raise  an  important  point. 
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Senator  Dodd.  If  a  member  of  my  staff  working  for  an  outside 
group  raising  money  for  Whitewater,  Members  of  Congress  would 
raise  the  ceiling. 

The  Chairman.  Would  you  believe  it  or  not?  They  actually  send 
fundraising  letters  to  say,  "So-and-so — let's  defeat  him  or  her."  We 
have  all  been  the  subject  of  that.  I  don't  find  this  shocking,  because 
there's  no  merit  to  it,  it  is  part  of  the  process.  We  can't  control, 
Senator,  every  group  that  goes  out. 

Senator  Dodd.  I  know,  Mr.  Chairman,  but  we  have  testimony 
from  a  witness  that  talks  about  Mr.  Bossie,  to  use  their  words  now, 
not  mine,  "stalking"  a  witness,  employed  by  this  Committee,  who's 
now  called  in  the  letter  their  top  investigator,  by  groups  soliciting 
$1,000  contributions  to  go  after  Mrs.  Clinton.  Somebody  ought  to 
look  at  that. 

The  Chairman.  Yes.  OK. 

Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

I  want  to  get  back  to  January  1994,  Mr.  Ickes.  I  have  before  you 
a  memorandum  which  is  dated  1/12/94,  Kendall,  in  your  hand- 
writing, talks  about  whether  an  Independent  Counsel  should  be  re- 
quested by  the  White  House. 

Mr.  Ickes.  That's  20797,  Mr.  Chertoff? 

Mr.  Chertoff.  Correct.  And  you  don't  know  whether  you  got  this 
from  Kendall,  or  you  sent  it  to  Kendall;  correct? 

Mr.  Ickes.  I  don't  know.  To  the  best  of  my  recollection,  I  don't. 

Mr.  Chertoff.  Did  you  write  it? 

Mr.  Ickes.  No,  I  did  not.  As  far  as  I  know,  I  did  not  write  it. 

Mr.  Chertoff.  You  see  under  Roman  numeral  III,  it  talks  about 
"The  wisdom  of  attempting  to  impose  limitations,  desirability  of 
limiting  the  investigation."  Did  you  discuss  that  with  Mr.  Kendall? 

Mr.  ICKES.  I  don't  recall  whether  I  discussed  this  document  with 
Mr.  Kendall  or  not. 

Mr.  Chertoff.  Attached  to  this  package  of  documents  is  S  20801 
and  802,  which  is  a  draft  of  a  letter  to  the  Honorable  Janet  Reno 
which  requests  a  preliminary  investigation  by  Special  Counsel. 

Mr.  ICKES.  Mr.  Chairman,  let  me  tell  you  what  I  have  here.  I 
have  20798,  20799,  and  then  I  have  20800.  And  that's  it. 

Mr.  Chertoff.  There  is  another  one,  801  and  802.  I  will  get  you 
the  documents. 

Mr.  Ickes.  Wait  a  minute.  OK.  We  are  looking  now  at  what,  801 
and  802? 

Mr.  Chertoff.  801  and  802,  right.  That's  a  draft  letter  to  the 
Honorable  Janet  Reno  that  concludes  with  a  suggestion  that  a  pre- 
liminary investigation  begin  with  respect  to  the  appointment  of  a 
Special  Counsel.  It  says  in  the  top  right-hand  corner,  there's  a  no- 
tation. Is  it  your  handwriting? 

Mr.  Ickes.  Generally  seem  to  be,  yes. 

Mr.  Chertoff.  It  says,  "DK  draft." 

Mr.  Ickes.  Yes. 

Mr.  Chertoff.  Does  that  mean  David  Kendall  wrote  this  draft? 

Mr.  Ickes.  I  don't  know  whether  it  meant  that  he  wrote  this 
draft.  It  may  well. 

Mr.  Chertoff.  Was  it  the  way  you  operated  in  the  Whitewater 
response  to  you  in  the  White  House,  that  in  considering  what  posi- 
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tion  the  White  House  ought  to  take  on  an  Independent  Counsel, 
you  solicited  the  input  of  the  President's  private  attorney  with  re- 
spect to  the  actual  form  of  the  letter  that  was  going  to  be  sent  to 
the  Attorney  General? 

Mr.  ICKES.  I  don't  know.  I  am  not  saying  that  I  solicited  this.  I 
doubt  that  I  did.  As  I  said  before,  Mr.  Chertoff,  a  lot  of  people  who 
were  advising  the  President,  both  inside  the  Government  and  out- 
side the  Government,  had  a  variety  of  different  views  with  respect 
to  Independent  or  Special  Counsel,  as  he  was  called  in  those  days. 

Mr.  Chertoff.  But  you  included  Mr.  Kendall  in  the  discussion, 
and  in  fact,  you  included  Mr.  Kendall  in  the  discussion  of  the  exact 
form  which  the  letter  ought  to  take. 

Mr.  Ickes.  I  don't  know  if  I  included  him,  or  whether  he  drafted 
this  on  his  own. 

Mr.  Chertoff.  You  think  he  came  unsolicited  over  the  transom? 

Mr.  Ickes.  He  may  well  have  drafted  it  on  his  own,  and  sent  it 
to  me.  Assuming  that  he  drafted  it — and  I  don't  know  that  as  a 
fact,  Mr.  Chertoff. 

Mr.  Chertoff.  Can  we  assume  that  when  you  wrote  "DK  draft" 
at  the  top,  that  that  refers  to  David  Kendall? 

Mr.  Ickes.  We  can  assume  that  refers  to  David  Kendall.  That 
does  not  automatically  mean  he  drafted  the  letter.  I'm  not  saying 
he  didn't.  I  don't  know  whether  he  did  or  whether  he  didn't. 

The  Chairman.  You  sent  it  to  him,  though,  right?  It's  one  or  the 
other.  If  he  did  not  draft  this,  then  what  is  the  only  reasonable  con- 
clusion that  one  can  come  to?  That  you  then  sent  it  to  him? 

Mr.  Ickes.  I  don't  know  whether  I  did,  or  whether  I  didn't. 

Mr.  Chertoff.  But  the  point  is,  Mr.  Ickes,  there's  only  two  possi- 
bilities in  the  universe  of  logic. 

Mr.  ICKES.  I  assume  that  I  am  here  to  answer  questions  under 
oath  to  the  best  of  my  recollection,  not  to  speculate. 

Mr.  Chertoff.  But  we're  asking  about  a  notation  and  a  writing 
that  you  made  in  your  own  handwriting.  I  am  not  asking  what  Mr. 
Gearan  said,  or  Tom  Jones  said.  I  am  asking  you  what  you  wrote. 
And  my  question  to  you  is,  does  your  notation,  "DK  draft"  indicate 
either  that  you  received  it  from  Kendall  or  that  you  sent  it  to  Ken- 
dall? Which  is  it? 

Mr.  Ickes.  I  don't  know.  I've  testified  that  I  don't  know. 

Mr.  Chertoff.  Now  let's  move  on  to  another  document. 

Mr.  Ickes.  Furthermore,  what's  the  point?  Are  you  saying 

The  Chairman.  That's  not  your  problem. 

Mr.  Ickes.  Are  you  saying  Mr.  Kendall  doesn't  have  a  right  to 
give  his  views  about  this? 

Mr.  Chertoff.  I'll  tell  you  what  I'm  saying,  Mr.  Ickes.  I'm  sug- 
gesting that  there's  a  difference  between  a  private  defense  attorney 
writing  the  letter  under  his  own  name  to  the  Attorney  General 
about  a  matter  involving  a  client,  which  every  attorney  is  entitled 
to  do,  and  that  same  private  defense  attorney  being  invited  to  sit 
with  White  House  policymakers  in  deciding  what  official  position 
the  White  House  is  going  to  be  taking  on  the  Independent  Counsel. 

Particularly,  Mr.  Ickes,  because  we  have  heard  testimony  from 
Mr.  Eggleston  that  2  months  earlier,  the  whole  point  of  him  sitting 
down  with  Mr.  Kendall  and  Mr.  Nussbaum  was  precisely  to  sepa- 


1932 

rate  the  private  sphere  and  the  public  sphere,  that  they  were  to  be 
separate  areas  of  responsibility.  But  I  want  to  continue  on  this. 

Senator  Dodd.  One  observation. 

Mr.  ICKES.  Are  you  saying  it's  illegal  for  the  private  attorney  to 
have  done  this,  assuming  that  he  did  do  it?  Is  that  what  you  are 
saying?  I'm  just  trying  to  get  a  drift  of  where  you're  headed. 

Mr.  Chertoff.  Mr.  Ickes,  did  he  participate  in  the  discussion 
about  the  scope  of  the  Independent  Counsel,  and  how  the  Inde- 
pendent Counsel's  charter  were  to  be  set  forth? 

Mr.  ICKES.  Would  you  repeat  the  question? 

Mr.  Chertoff.  Did  Mr.  Kendall  participate  in  the  discussions 
with  you  and  the  White  House  Counsel's  Office  about  how  to  pre- 
pare the  letter  that  was  going  to  go  to  the  Attorney  General  to  de- 
lineate what  would  be  requested  in  terms  of  the  Special  Counsel? 

Mr.  Ickes.  I  have  no  knowledge  of  that. 

Mr.  Chertoff.  You  don't  know  whether  Mr.  Kendall  participated 
in  it? 

Mr.  Ickes.  In  the  discussions  about  the  letter  that  went  to  the 
Attorney  General?  No,  I  don't. 

Mr.  Chertoff.  You  don't  know  whether  he  had  input  in  some 
written  form? 

Mr.  Ickes.  He  may  well  have.  I  don't  know. 

Mr.  Chertoff.  And  you  can't  interpret  for  us  what  this  "DK 
draft"  means  that  you  wrote  in  your  own  hand? 

Mr.  Ickes.  I've  told  you  to  the  best  of  my  knowledge  that  "DK 
draft"  refers  to  David  Kendall  draft.  He  may  well  have  drafted  this. 
I  don't  know  as  a  fact,  as  I  sit  here  today — let  me  finish,  Mr. 
Chertoff — whether  or  not  he  did. 

Mr.  Chertoff.  And  it  got  into  your  file? 

Mr.  Ickes.  What? 

Mr.  Chertoff.  It  got  into  your  files;  right?  This  is  a  production 
from  your  file. 

Mr.  Ickes.  It  was  in  my  files. 

Mr.  Chertoff.  And  the  fact  is,  it  was  in  the  files  that  were  not 
produced  until  a  few  days  ago;  right? 

Mr.  Ickes.  They  were  produced  when  they  were  produced. 

Mr.  Chertoff.  Within  the  last  week;  right? 

Mr.  Ickes.  They  were  produced  when  they  were  produced. 

Mr.  Chertoff.  You  don't  want  to  answer  that,  do  you,  Mr.  Ickes? 

Mr.  Ickes.  I  don't  know  when  these  were  produced. 

Mr.  Chertoff.  Do  you  know  when  you  produced  them  to  the 
White  House  Counsel? 

Mr.  Ickes.  Mr.  Chertoff,  if  you  say  these  were  produced  2  days 
ago,  I'll  take  your  word  for  it. 

Mr.  Chertoff.  Let's  move  on  to  S  20884,  it  is  dated  1/10/94,  Con- 
fidential, Second  Draft,  Summary  of  Arguments  re  Whitewater. 
Who  wrote  this? 

Mr.  Ickes.  Wait  just  a  moment. 

The  Chairman.  The  documents  are  in  chronological  order? 

Mr.  Ickes.  Chronological  order,  or  page  order. 

The  Chairman.  Chronological  order  in  terms  of  the  numbers  that 
they  indicate. 

Mr.  Ickes.  This  is  dated  when? 

Mr.  Chertoff.  This  is  dated  January  10,  1994. 
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Mr.  Ickes.  OK.  I  think  I  have  it.  This  is  dated  1/10/94,  20884? 

Mr.  Chertoff.  Correct.  This  came  from  your  files  as  well.  Did 
you  write  this? 

Mr.  ICKES.  No,  I  did  not  write  this. 

Mr.  Chertoff.  Who  wrote  it? 

Mr.  Ickes.  I  have  no  idea. 

Mr.  Chertoff.  Was  it  someone  in  the  White  House? 

Mr.  Ickes.  It  may  well  have  been.  I  literally  don't  know.  It  may 
well  have  been  somebody  in  the  White  House. 

Mr.  Chertoff.  Let  me  begin  at  the  beginning.  It  says,  "Sum- 
mary of  Arguments  re  Whitewater,"  and,  "No  Special  Counsel:  No. 
1 — For  this  position."  Then  there's  a  list  of  arguments  about  why 
there  shouldn't  be  a  Special  Counsel. 

In  addition  to  some  of  the  things  we've  heard  discussed  in  the 
hearing  about  the  policy  considerations,  there's  a  very  interesting 
consideration  that's  under  letter  F.  It  reads  as  follows:  "A  SC  inves- 
tigation may  result  in  focus  on  friends  and  associates  of  the  Presi- 
dent, begin  to  'squeeze'  them,  and  may  subject  some  to  indictment." 

You  understood,  I  take  it,  that  the  term  "squeeze"  them  refers  to 
the  possibility  that  people  could  get,  in  the  vernacular,  kind  of 
jammed  up  with  criminal  prosecutions,  and  might  be  squeezed,  to 
have  them  turn  and  cooperate  with  the  Government? 

Mr.  Ickes.  I  didn't  write  this  memo.  I'm  not  sure  what  the  term 
"squeeze"  meant. 

Mr.  Chertoff.  You  kept  it  in  your  file;  right? 

Mr.  Ickes.  The  mere  fact  that  I  kept  it  in  my  file  doesn't  nec- 
essarily mean  I  knew  what  the  term  meant. 

Mr.  Chertoff.  At  the  time  you  received  the  memo,  presumably 
you  knew  who  the  author  was;  right? 

Mr.  Ickes.  I'm  not  sure  that  I  did. 

Mr.  Chertoff.  You  didn't  try  to  find  out  what  this  memo,  what 
this  term  "squeeze"  meant? 

Mr.  ICKES.  As  far  as  I  know,  I  have  no  recollection  of  trying  to 
find  out  what  the  term  "squeeze"  meant. 

Mr.  Chertoff.  Were  there  discussions  with,  say  Mr.  Waldman 
or  Mr.  Nussbaum  about  the  fact  that  it  was  a  Special  Counsel  in- 
vestigating here?  Some  of  the  people  around  the  President  might 
get  hurt?  Was  there  discussion  in  Whitewater  response  meetings 
with  Mr.  Waldman  or  Mr.  Nussbaum  or  anybody  else  who  attended 
the  meetings  that  a  Special  Counsel  investigation  might  hurt  some 
of  the  friends  and  associates  around  the  Clintons? 

Mr.  Ickes.  There  may  well  have  been.  I  don't  recall  any  particu- 
lar discussion.  What  I  would  like  to  do  is  to  point  out,  on  this  par- 
ticular document  that  you've  referred  to,  Mr.  Chertoff,  that  this  is 
basically,  as  I  look  at  it,  is  an  options.  It's  laying  out  all  the  pos- 
sible options  for  and  against,  Mr.  Chertoff. 

Mr.  Chertoff.  You're  not  answering  my  question. 

Mr.  Ickes.  Let  me  just  finish,  if  you  don't  mind.  The  mere  fact 
that  it  refers  to  the  fact  that  some  friends  and  associates  of  the 
President  begin  to  get  squeezed  I  think  in  no  way  indicates  that 
they  were  referring  to  this  President,  or  his  President. 

Mr.  Chertoff.  Are  we  discussing  Abraham  Lincoln  here  or  some 
other  President?  Which  President?  Are  you  telling  us  that  you 
think  this  memo  didn't  have  anything  to  do  with  this  President? 
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Mr.  Ickes.  Do  you  want  me  to  answer,  Mr.  Chertoff? 

Mr.  Chertoff.  Yes. 

Mr.  Ickes.  As  I  read  this  memorandum,  Mr.  Chertoff,  this  was 
trying  to  lay  out  all  of  the  different  arguments  of  what  might  hap- 
pen, of  what  could  happen  based  on  the  history  of  past  Independ- 
ent Counsels. 

Mr.  Chertoff.  Now  in  the  discussion,  because  we  also  have  in 
Mr.  Gearan's  notes  notations  that  on  the  5th  of  January — I'm  just 
going  to  summarize  here — that  Mr.  Nussbaum  had  raised  the  issue 
of  the  bad-hearted  prosecutor  who  might  find  things  around  people 
close,  around  the  President.  I  want  to  ask  you,  in  any  of  these  dis- 
cussions, when  the  following  names  came  up  of  people  that  might 
be  squeezed,  or  might  be  hurt,  or  might  be  the  subject  of  investiga- 
tions, did  Mr.  McDougal's  name  come  up? 

Mr.  Ickes.  I'm  sure  that  a  lot  of  names  came  up. 

Mr.  Chertoff.  Did  Branscombe  come  up?  Did  Temper  come  up? 
Did  Hill  come  up?  Did  Wade  come  up? 

Mr.  Ickes.  Mr.  Chertoff,  I  suspect  that  a  lot  of  different  names 
came  up  in  the  course  of  the  discussions  here. 

Mr.  Chertoff.  There  came  a  point  in  time  where,  notwithstand- 
ing the  First  Lady's  earlier  strong  opposition  to  a  Special  Counsel, 
a  decision  was  made  to  write  a  letter  to  the  Attorney  General  sug- 
gesting that  a  Special  Counsel  be  appointed;  right? 

Mr.  Ickes.  I  was  not  involved  in  that  letter.  I  assume  that  there 
was  such  a  letter. 

Mr.  Chertoff.  I  take  it  that  one  of  the  reasons  that  happened 
was  because  there  was  an  understanding  that,  if  Congress  passed 
the  statute  authorizing  an  Independent  Counsel  by  law,  that  the 
Attorney  General  might  on  her  own  go  ahead  and  appoint  an  Inde- 
pendent Counsel,  or  request  an  Independent  Counsel,  but  it  would 
be  appointed  by  a  three-judge  court;  right? 

Mr.  ICKES.  Are  you  asking  me  if  that  was  the  state  of  mind  of 
the  people  who  wrote  the  letter? 

Mr.  Chertoff.  I'm  asking  you  if  that  came  up  in  discussions  of 
the  Whitewater  Response  Team. 

Mr.  Ickes.  I  don't  recall. 

Mr.  Chertoff.  Didn't  it  come  up  in  discussion  that  you  actually 
considered  or  discussed  who  the  judges  would  be  that  would  be 
making  the  appointment  of  the  Independent  Counsel  if  you  waited 
for  the  statute  to  get  passed,  as  opposed  to  requesting  Special 
Counsel  to  be  appointed  by  the  Attorney  General? 

Mr.  Ickes.  I'm  sure  I  don't  remember  any  specific  discussion,  Mr. 
Chertoff.  But  I'm  sure  that  when  the  subject  of  Independent  Coun- 
sel came  up,  there  undoubtedly  was  a  discussion  of  the  process, 
and  who  would  be  involved  in  that  process. 

Mr.  Chertoff.  Once  the  letter  was  written,  or  once  the  Attorney 
General  decided  to  appoint  a  Special  Counsel,  that  issue  moved  off 
the  radar  screen.  But  that  wasn't  the  only  investigation  you  all 
were  considering  in  the  Whitewater  Response  Team,  was  it? 

Mr.  Ickes.  I  don't  know  what  you're  referring  to. 

Mr.  Chertoff.  You  were  considering  civil  investigations,  as  well 
as  the  criminal  investigation;  right? 

Mr.  Ickes.  In  the  Whitewater  Response  Team,  we  were  consider- 
ing all  matters  that  were  being  asked  of  us  by  the  press. 
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Mr.  Chertoff.  Well,  more  than  just  the  press,  because  once  the 
matter  of  the  criminal  investigation  passed  to  the  jurisdiction  of 
the  Special  Counsel,  there  was  still  the  question  of  whether  there 
would  be  a  civil  investigation  by  the  RTC  that  might  touch  on 
these  matters;  is  that  correct? 

Mr.  Ickes.  As  I  recall.  I  don't  know  what  period  of  time  you're 
talking  about,  Mr.  Chertoff.  But  as  I  recall,  that  was  a  matter  of 
discussion  in  the  press,  as  well  as  by  Members  of  the  Senate. 

Mr.  Chertoff.  The  Whitewater  group  actually  focused  on  the 
issue  of  what  the  statute  of  limitations  for  civil  actions  would  be, 
as  early  as  the  9th  of  January,  1994;  isn't  that  right? 

Mr.  ICKES.  What  document  are  you  looking  at? 

Mr.  Chertoff.  I'm  looking  at  your  memo  of  the  9th  of  January, 
1994,  where  it  says,  "assignments."  If  you  can  pause  for  a  second, 
it's  at  S  20888. 

Mr.  ICKES.  I  apologize.  I  thought  these  things — this  is  the  one  of 
January  10th,  Mr.  Chertoff?  Or  is  there  going  to  be  a  light  on,  Mr. 
Chertoff? 

The  Chairman.  I  don't  run  the  time  when  he  is  looking  for  the 
documents.  I  could  waste  15  minutes  for  him  looking  for  one  docu- 
ment. 

Mr.  ICKES.  Mr.  Chertoff,  I  have  both  in  front  of  me  now,  one 
dated  the  10th  and  one  dated  the  9th. 

Mr.  Chertoff.  The  one  dated  the  9th  says,  "Memo,  Re:  Statute 
of  Limitations  for  Civil  Action.  Counsel  assigned  1/8."  Is  that  right? 

Mr.  ICKES.  The  memo  dated  the  9th,  item  number  nine? 

Mr.  Chertoff.  That's  item  number  11. 

Mr.  ICKES.  I'm  sorry.  Yes. 

Mr.  Chertoff.  As  of  January  8,  1994,  you  had  assigned  an  attor- 
ney to  do  a  memo  on  the  statute  of  limitations  for  civil  actions;  is 
that  correct? 

Mr.  Ickes.  Yes. 

Mr.  CHERTOFF.  In  fact,  it  had  come  up  in  discussion  on  January 
8th  because,  as  you  previously  told  us,  this  memo  was  a  distillation 
of  your  notes  of  these  conversations;  right? 

Mr.  Ickes.  Yes,  and  as  I  recall,  the  statute  of  limitations  was 
being  discussed  at  that  time. 

Mr.  Chertoff.  So  you  asked  for  a  memo  on  January  8th;  right? 
Then  it  appears  again  on  your  memo  of  January  10th,  once  again, 
that  you  reiterate  that  this  is  one  of  the  events,  or  one  of  the  is- 
sues, where  there's  a  pending  assignment;  is  that  correct? 

Mr.  Ickes.  That's  correct. 

Mr.  Chertoff.  Then,  as  we  observed  earlier  with  respect  to  your 
handwritten  notes  on  the  first  page  of  your  notes  on  the  January 
16th  meeting,  the  subject  of  the  statute  of  limitations  came  up  at 
the  meeting  at  Vernon  Jordan's  house;  is  that  correct? 

Mr.  Ickes.  According  to  those  notes,  it  did. 

Mr.  Chertoff.  Then  you,  in  fact,  even  got  a  memo  from  Mr. 
Ickes  on  January  17th — I'm  sorry,  from  Mr.  Eggleston  to  you?  Mr. 
Eggleston  wrote  you  a  memo  on  January  17,  1994,  discussing  the 
statute  of  limitations? 

Mr.  Ickes.  That's  document  9908? 

Mr.  Chertoff.  Right. 

Mr.  Ickes.  Yes. 
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Mr.  Chertoff.  So  we  had  all  this  attention  to  the  statute  of  limi- 
tations. Now,  I  must  ask  you  this.  Two  weeks  after  you  got  that 
memo  from  Mr.  Eggleston,  you  had  a  meeting  on  February  2nd 
with  Mr.  Altman  where  we  were  told,  2  years  ago,  that  the  purpose 
of  the  meeting  was  to  have  Mr.  Altman  come  in  and  brief  the 
White  House  on  the  law  involving  the  statute  of  limitations. 

At  the  time  we  were  asking  questions  2  years  ago,  of  course,  we 
didn't  have  that  January  17th  memo.  We  didn't  have  all  these 
other  notes.  We  were  kind  of  groping,  like  blind  men. 

But  in  any  case,  you  were  asked  a  question  about  this  February 
2nd  meeting  by  the  RTC  investigators.  I  want  to  give  you  a  portion 
of  your  sworn  deposition  taken  on  July  15,  1994,  before  the  Depart- 
ment of  Treasury,  Office  of  Inspector  General  investigators.  I  want 
to  direct  your  attention  to  page  7.  Just  take  a  moment  to  find  that. 

Mr.  ICKES.  I  found  it. 

Mr.  Chertoff.  I  will  read  you  the  following  questions  and  an- 
swers, at  page  7,  line  3: 

Question:  Would  this  be  February  2nd,  1994,  this  meeting? 

Answer:  It  would  have  been  around  that  time. 

Question:  You  said  Mr.  McLarty  was  there? 

Answer:  It  was  in  his  office.  He  was  there  in  his  office.  It's  a  fairly  large  office 
by  White  House  standards  and  I  recall  his  being  near  his  desk  at  the  other  end  of 
the  room.  I  don't  recall  his  participating  in  the  meeting  and  my  best  recollection  is 
that  he  left  his  office  soon  after  the  meeting  started. 

Question:  So  did  he  participate  at  all  in  the  meeting? 

Answer:  Not  to  my — not  to  my  recollection. 

Question:  What  was  discussed  at  that  meeting? 

This  is  February  2nd,  now,  Mr.  Ickes,  2  weeks  after  you  got  the 
memo  from  Eggleston,  and  more  than  2  weeks  after  all  these  dis- 
cussions that  we  have  in  these  memos  have  been  covered. 

Answer:  Mr.  Altman,  as  I  recall,  raised  the  issue  of  the  upcoming — the  possible — 
well,  not  the  possible,  but  the  fact  that  the  statute  of  limitations,  which  I  knew 
nothing  about  at  the  time,  of  the  RTC  in  connection  with  an  investigation  that  was 
apparently  being  conducted  by  the  RTC  on  Madison  Whitewater  was  about  to  ex- 
pire. 

I  want  to  underscore  and  direct  your  attention  in  particular  to 
the  phrase  that  says,  "the  statute  of  limitations,  which  I  knew 
nothing  about  at  the  time."  I  want  you  to  compare  that  with  the 
memo  you  received  2  weeks  earlier,  at  your  specific  direction  and 
request,  that  in  fact  stated  on  page  2 — Mr.  Eggleston  stated  that 
the  statute  of  limitations  would  run  out  on  any  possible  tort  claim 
on  March  2,  1994. 

I  want  to  ask  you,  Mr.  Ickes,  with  respect  to  this  deposition  you 
gave  before  the  RTC,  were  those  the  answers  you  gave  to  those 
questions?  Is  this  an  accurate  transcription  of  your  sworn  testi- 
mony as  you  gave  it  in  1994? 

Mr.  Ickes.  As  far  as  I  know,  sir. 

Mr.  Chertoff.  My  time  is  up. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  Are  we  going  to  take  a  break  for  lunch,  Mr. 
Chairman? 

The  Chairman.  We  still  have  quite  a  few  questions,  but  we  will 
take  a  short  lunch  break  and  resume  promptly  at  2:15  p.m. 

[Whereupon,  at  1:40  p.m.,  a  lunch  recess  was  taken,  to  resume 
at  2:15  p.m.] 
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AFTERNOON  SESSION 

The  Chairman.  The  Committee  will  come  to  order. 

Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Thank  you,  Mr.  Chairman. 

Mr.  Ickes,  first  let  me  address  an  issue  about  which  much  was 
made  before  our  luncheon  break.  And  that  is  the  question  of  Mr. 
Kendall,  an  attorney  in  the  private  practice  of  the  law,  supplying 
a  draft  letter  for  consideration  by  White  House  Counsel  regarding 
appointment  or  a  request  to  the  Attorney  General  to  appoint  a  Spe- 
cial Counsel.  First,  is  there  any  rule  or  regulation  that  you  know 
of  that  has  been  recently  enacted  that  forecloses  the  President  or 
his  Counsel  from  receiving  advice  from  any  nongovernment  source? 

Mr.  Ickes.  Well,  I'm  not  much  of  a  lawyer,  Mr.  Ben-Veniste,  but 
none  that  I  know  of. 

Mr.  Ben-Veniste.  It  is  kind  of  surprising  to  hear  that  there 
would  be  any  suggestion  that  Presidents  and  their  Counsel  do  not 
rely  on  people  outside  Government  to  provide  advice  and  thoughts. 

Mr.  ICKES.  This  President,  and  it  is  certainly  my  understanding 
historically,  that  other  Presidents  have  relied  on  the  broadest 
range  of  advice  from  both  inside  and  outside  the  Government  on 
the  broadest  range  of  matters. 

Mr.  Ben-Veniste.  So  what  we're  reaHy  talking  about  here  is  dis- 
cussions within  the  White  House  and,  indeed,  we've  talked  about 
2  weeks  of  intense  meetings.  I  see  meetings  occurring  from  Janu- 
ary 4th  through  January  8th,  and  then  some  assignments  there- 
after. I  don't  see  where  that's  2  weeks.  But  there  are  meetings  in 
January  that  surround  this  question,  among  others,  of  appointment 
of  an  Independent  Counsel.  The  first  reaction,  and  we  will  get  to 
some  of  the  reasons  for  this,  from  the  First  Lady  and  perhaps  the 
President,  is  an  unfavorable  reaction  to  the  notion  of  this  kind  of 
appointment,  given  the  circumstances  predicating  or  allegedly 
predicating  such  an  appointment. 

Eventually,  what  happens  is  the  President,  through  his  Counsel, 
asks  his  Attorney  General  to  appoint  a  Special  Counsel  to  inves- 
tigate these  matters  in  which  the  President  is  interested.  Correct? 

Mr.  Ickes.  Correct. 

Mr.  Ben-Veniste.  This  is  a  proposition  that  has  been  sponsored, 
among  other  people,  by  Republican  leaders  of  the  Congress,  includ- 
ing the  Chairman  of  this  Committee  and  Senator  Dole,  in  corre- 
spondence that  we  have  reviewed  with  you.  Correct? 

Mr.  Ickes.  Correct. 

Mr.  Ben-Veniste.  So  that  at  this  point,  the  newspapers  are 
clamoring  for  the  appointment  of  a  Special  Counsel.  The  Repub- 
lican leaders  of  the  Congress  are  taking  the  same  position,  and  now 
the  President  is  taking  the  same  position.  The  only  person  that  we 
are  hearing  who  is  opposed  to  it  is  the  Attorney  General  herself. 
The  reason  she's  opposed  to  it  are  borne  out  by  history,  which  is 
that  no  matter  how  terrific  an  appointment  I  make,  and  she  made 
a  terrific  appointment,  in  my  view,  in  Robert  Fiske,  a  former  U.S. 
Attorney  from  the  Southern  District  of  New  York,  who  did  an  out- 
standing job  during  his  service  as  Special  Counsel.  And  her  pre- 
dictions came  true  with  the  passage  of  the  Independent  Counsel 
Act  by  the  Congress  when  a  three-judge  panel  removed  Mr.  Fiske 
simply  because  Ms.  Reno  had  appointed  him. 


1938 

Mr.  ICKES.  Exactly. 

Mr.  Ben-Veniste.  In  fact,  just  to  show  that  nobody  is  really  in- 
fallible, I  have  an  editorial  from  December  26,  1993,  of  The  New 
York  Times,  which  says: 

Ms.  Reno  has  refused — relating  to  the  appointment  of  a  Special  Counsel — arguing 
that  any  Special  Prosecutor  she  appointed  would  be  seen  as  less  than  fully  inde- 
pendent. 

Nonsense.  Her  appointee  would  be  perceived  as  independent  if  he  or  she  had  a 
reputation  for  courage,  competence,  and  integrity. 

Well,  of  course,  her  appointment  was  widely  hailed  by  Members 
and,  indeed,  the  Chairman  of  this  Committee  and  others,  people  re- 
spected in  the  legal  community  and  in  Washington  as  well.  Yet,  de- 
spite The  New  York  Times'  prediction  that  it  would  be  nonsense, 
that  appointment  was  overturned  by  a  special  court  of  the  U.S. 
Court  of  Appeals,  solely  on  the  basis  of  the  fact  that  it  was  an  ap- 
pointment made  by  the  Attorney  General. 

So  let  me  now  go  again  into  the  facts  of  what  occurred  and 
whether  these  documents  recently  obtained  are  indeed  remarkable 
in  providing  information  that  we  did  not  know  about  previously.  Or 
whether,  in  fact,  this  is  just  more  of  the  same  information  that  has 
been  written  about  for  the  last  2  years,  at  least. 

First  of  all,  the  question  of  whether  the  White  House,  or  at  least 
the  senior  staff,  opposed  the  appointment  of  a  Special  Counsel,  ini- 
tially, in  considering  the  options  that  were  available.  In  fact,  Mrs. 
Clinton,  in  her  press  conference  of  April  24,  1994,  was  specific,  was 
she  not,  in  terms  of  her  reaction  against  the  appointment? 

Mr.  Ickes.  She  was.  She  said,  as  I  recall  that  press  conference, 
that  she  had — and  I'm  paraphrasing — at  the  very  least,  very,  very 
grave  reservations  about  it.  And  she  may  have  even  said  that  she 
was  opposed  to  it,  as  were  other  advisers  to  her  husband. 

Mr.  Ben-Veniste.  What  were  the  reasons  that  were  given  in  the 
discussion  in  which  you  participated  for  the  opposition  to  the  ap- 
pointment of  Special  Counsel? 

Mr.  Ickes.  I  think,  to  try  to  summarize,  and  there  were  a  lot  of 
discussions  back  and  forth,  Mr.  Ben-Veniste,  to  summarize,  I  think 
there  were  three  or  four  points  that  were  made. 

Number  1,  that  there  was  no  evidence  of  wrong-doing  sufficient 
to  warrant  the  appointment  of  a  Special  Counsel. 

Number  2,  sort  of  a  corollary  to  that,  that  if  a  Special  Counsel 
were  appointed  based  on  mere  allegations  without  some  showing  of 
wrong-doing,  that  it  would  set  a  bad  precedent  and  that  we  would 
have  Special  Counsels  appointed  at  the  drop  of  any  allegation. 

Number  3,  it  was  the  First  Lady's  very  strongly  held  view  then, 
as  it  is  now,  that  neither  she  nor  the  President  had  done  anything 
wrong;  and  therefore,  there  was  no  reason  for  a  Special  Counsel. 
Others  argued  that,  in  the  past,  Special  Counsels  or  Independent 
Counsels,  had  gone  beyond,  had  taken  an  overlong  time  to  carry 
out  their  mandate,  one.  Two,  had  gone  beyond  their  mandate,  and 
I  think  that  Senator  Dole  felt  very  strongly  on  that  issue  and  dur- 
ing 1992,  had  raised  that  on  more  than  one  occasion  when  the 
Independent  Counsel  statute  was  up. 

And  then,  finally,  there  was  the  Attorney  General,  who  is  known 
for  her  independence,  had  appointed  or  designated,  whatever  the 
right  term  is,  several  career  prosecutors  within  the  Department  of 
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Justice  to  conduct  a  full-blown,  as  I  understand  it,  no-holds-barred 
investigation  of  this  situation. 

So  those  were  the  basic  arguments.  There  may  have  been  some 
backing  and  forthing,  but  I  think  that  those  were  the  basic  points 
that  were  made. 

Mr.  Ben-Veniste.  And  despite  the  initial  discussions  and  opposi- 
tions, within  a  very  short  period  of  time,  the  determination  was 
made  that  a  request  would  go  to  the  Attorney  General,  who  had 
been  extremely  reluctant  and  perhaps  had,  in  the  words  of  Mr. 
Gearan,  closed  the  door  all  but  a  crack.  Maybe  closed  it,  but  not 
locked  it  and  bolted  it.  That  in  spite  of  her  previous  announced 
views,  that  she  should  go  forward  an  appoint  the  Special  Counsel. 

Mr.  Ickes.  That's  correct. 

Mr.  Ben-Veniste.  Now  the  notion  that  this  is  new,  I  think,  can 
be  best  reviewed  from  a  standpoint  of  looking  at  the  newspaper  sto- 
ries from  back  in  January  1994,  when  all  of  this  occurred,  and 
looking  at  the  newspaper  story  from  last  week.  We've  taken  some 
extracts  out.  Maybe  we  could  put  these  up  on  the  Elmo.  Let's  read 
first  from  a  story  which  appeared  in  The  Washington  Post. 

Senator  Dodd.  Can  you  make  that  clear?  I  can't  read  it. 

Mr.  Ben-Veniste.  Let's  just  focus  in  on  the  first  two  paragraphs, 
then  it  will  be  larger.  This  is  from  the  January  7,  1994,  Washing- 
ton Post: 

With  the  start  of  the  New  Year,  the  White  House  launched  a  major  internal  effort 
to  fight  back  against  mounting  criticism  of  the  way  it  has  handled  inquiries  into 
President  Clinton's  Arkansas  land  investments.  A  high-powered  damage  control 
squad  was  appointed,  under  the  direction  of  new  Deputy  Chief  of  Staff  Harold  Ickes, 
and  daily  strategy  sessions  began. 

Here  is  the  same  lead  paragraph  from  the  February  16,  1996, 
Washington  Post: 

Four  days  into  the  New  Year  of  1994,  top  White  House  aides  gathered  in  the  of- 
fice of  then-Chief  of  Staff  Thomas  F.  "Mack"  McLarty  for  the  first  meeting  of  the 
"Whitewater  Response  Team,"  created  to  deal  with  a  controversy  that  was  mush- 
rooming by  the  day. 

Then  look  at  the  second  paragraph  from  the  1994  story: 
White  House  Chief  of  Staff  Thomas  F.  "Mack"  McLarty  designated  Ickes  to  lead 
the  new  team,  composed  of  Bruce  Lindsey,  Clinton's  long-time  Arkansas  political 
aide,  Counselor  David  R.  Gergen,  Senior  Adviser  George  Stephanopoulos,  White 
House  Communications  Director  Mark  Gearan,  and  outside  political  advisers  such 
as  Paul  Begala  and  James  Carville. 

And  then  from  the  story  last  week: 

They  talked  about  news  stories  raising  new  allegations  of  financial  misdeeds  by 
the  President  and  the  First  Lady  back  in  Arkansas,  about  demands  for  documents 
and  a  Grand  Jury  probe.  But  most  of  all  they  focused  on  the  increasing  demands 
for  the  appointment  of  an  Independent  Counsel.  David  R.  Gergen,  the  old  Washing- 
ton hand  among  them — who  had  served  several  Administrations,  including  the 
Nixon  White  House — observed  that  such  investigations  tend  to  "take  on  a  fife  of 
their  own." 

So  the  notion  that  there  was  this  Response  Team,  the  issues  that 
they  were  covering,  the  fact  that  Mrs.  Clinton  opposed  the  appoint- 
ment of  an  Independent  Counsel,  all  of  that  was  written  about  2 
years  ago.  It  is  reflected  in  the  documents  that  we  have  from  Mr. 
Gearan  and  from  you  and  from  other  materials  which  we  have  had 
well  before  that.  But  the  issue  which  I  think  Senator  Dodd  quite 
properly  has  raised  here  is  whether  there's  anything  new  or  indeed, 
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important,  for  purposes  of  our  inquiry  in  the  materials  that  we 
have  just  received. 

Now  the  issue  has  been  raised,  I  believe  by  my  friend,  Mr. 
Chertoff,  in  his  questioning  before  the  lunch  break,  about  whether 
there  was  something  sinister  or  inappropriate  or  untoward  in  a  dis- 
cussion of  the  appointment  of  a  Special  Counsel  as  opposed  to  wait- 
ing until  such  point  that  the  Independent  Counsel  statute  might  be 
enacted  and  then  the  appointment  of  an  Independent  Counsel  pur- 
suant to  the  provisions  of  whatever  that  statute  might  be.  Do  you 
recall  that  discussion? 

Mr.  Ickes.  I  recall  the  discussion  shortly  before  our  lunch  break, 
yes. 

Mr.  Ben-Veniste.  Well,  under  those  circumstances,  could  you  re- 
late, if  you  will,  your  recollection  of,  rather  than  this  hypothetical 
discussion  of  what  might  happen  under  a  law  not  yet  enacted,  what 
were  the  actual  realities  of  the  circumstance  and  who  was  calling 
for  the  appointment  of  a  Special  Counsel  back  in  January  1994? 

Mr.  Ickes.  Well,  other  than  for  the  press  and  a  number  of  Mem- 
bers of  the  Congress,  there  were  people  inside  of  the  White  House 
who  felt  that  that  was  the  better  way  to  go,  that  ultimately,  it  was 
going  to  end  up  there  in  any  case,  and  why  not  go  ahead  and  call 
for  the  appointment  of  a  Special  Counsel? 

Whether  or  not  a  statute  that  would  permit  the  appointment,  if 
that's  the  right  phrase,  of  Independent  Counsel,  would  be  enacted 
or  not  and  if  so,  when,  was  very  much  up  in  the  air. 

And  there  was  concern  voiced  by  some  people  that  if  the  Attorney 
General  appointed  a  Special  Counsel,  would  that  then  end  up  with 
that  investigation  starting  to  get  underway,  and  then  a  three-judge 
court,  assuming  the  former  model  was  re-enacted  for  the  Independ- 
ent Counsel,  would  a  three-judge  court  then  put  in  place  a  new  per- 
son who  would  have  to  start  the  investigation,  not  necessarily  all 
over  again,  but  certainly  pick  up. 

Those  were  some  of  the  arguments  that  were  weighed  back  and 
forth  and  different  people  had  different  opinions  on  that,  and  some 
of  them  very  strongly  held  opinions,  as  it  should  be  when  you  are 
advising  the  President  of  the  United  States. 

Mr.  Ben-Veniste.  Thank  you. 

Mr.  Chairman,  my  time  is  up. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Mr.  Ickes,  are  you  telling  us  that  you  welcomed 
the  manner  in  which  the  career  prosecutors  at  the  Justice  Depart- 
ment were  conducting  their  investigation  of  Madison  Guaranty  and 
Whitewater  in  December  and  early  January  of  1993  and  1994? 

Mr.  Ickes.  I  didn't  say  I  welcomed  it  or  didn't  welcome  it.  I  said 
it  was  a  fact  that  the  Attorney  General  had  designated  one  or  more 
career  prosecutors,  some  of  them  Republican  of  some  outstanding 
note,  and  former  U.S.  Attorneys,  to  conduct  an  investigation  into 
this  matter.  I  didn't  know  the  scope  of  it  or  anything  like  that. 

Mr.  Chertoff.  But  you  were  angry  about  it. 

Mr.  Ickes.  What? 

Mr.  Chertoff.  You  didn't  like  the  way  they  were  conducting  the 
investigation. 

Mr.  Ickes.  No,  that's  not  true,  Mr.  Chertoff. 

Mr.  Chertoff.  Well,  Mr.  Gearan  records 
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The  Chairman.  Refer  to  the  page. 

Mr.  Chertoff.  It's  Mr.  Gearan's  notes,  S  20579. 

Mr.  ICKES.  20579? 

Mr.  Chertoff.  Right.  It's  a  meeting  in  the  Ward  Room. 

The  Chairman.  Let's  wait  until  he  gets  it.  Do  you  have  it? 

Mr.  Ickes.  Bear  with  me  one  moment.  I'm  getting  there,  got  it. 

Mr.  Chertoff.  "Whitewater,  8  January,  Ward  Room.  BN  argue 
against  Special  Prosecutor."  Then  there  are  the  initials,  HI,  which 
Mr.  Gearan  has  indicated  is  you. 

Mr.  Ickes.  Yes. 

Mr.  Chertoff.  "Alan  Carver  at  DOJ,  bad  guy."  Why  did  you  say 
Mr.  Carver  was  a  bad  guy? 

Mr.  Ickes.  First  of  all,  these  are  not  my  notes.  I  am  not  at  all 
confident  I  said  that,  number  one.  Number  two  is  I  didn't  know  Mr. 
Carver.  To  this  date,  I  wouldn't  know  him  if  he  came  in  this  hear- 
ing room,  as  far  as  I  know,  I  have  never  met  him.  I  may  well  have 
been  saying  something  that  I  heard  somebody  else  say.  But,  in  any 
event,  he  was  conducting  an  investigation  and  I  had  no  problem 
with  the  investigation  he  was  conducting.  I  didn't  know  the  limit 
of  it,  but  the  Attorney  General  had  appointed  him  and  he  was  car- 
rying on. 

Mr.  Chertoff.  Did  you  say  he  was  a  tough  guy? 

Mr.  Ickes.  What? 

Mr.  Chertoff.  Did  you  say  he  was  a  tough  guy? 

Mr.  Ickes.  I  don't  recall  saying  anything  about  Mr.  Carver  be- 
cause I  don't  know  whether  he's  a  tough  guy  or  not.  It  may  well 
have  been  that  I  was  quoting  somebody  else. 

Mr.  Chertoff.  Well,  Mr.  Gearan  was  usually  accurate  enough  in 
most  cases  to  even  replicate  the  blue  language.  So  let's  continue  on 
here.  "When  Kendall  called,  when  he  called  on  speakerphone,  were 
two  FBI  agents  and  Jim  Nixon."  What  was  that  about? 

Mr.  Ickes.  My  understanding  was  and,  again,  I  do  not  know 
where  I  got  this  from — perhaps  Mr.  Kendall — that  when  he  called 
to  talk  to  either  Mr.  Carver  or  whoever,  that  either  two  FBI  agents 
were  on  or  that  they  were  brought  into  the  room  while  he  was 
speaking  to  them.  That  was  my  understanding.  I  wasn't  there,  so 
I  don't  know  what  the  facts  were. 

Mr.  Chertoff.  But  you  repeated  this.  You  repeated  this  in  the 
meeting. 

Mr.  Ickes.  It  appears  that  I  may  well  have  repeated  it. 

Mr.  Chertoff.  Why  did  you  find  it  worth  repeating? 

Mr.  Ickes.  What? 

Mr.  Chertoff.  Why  did  you  find  it  worth  repeating? 

Mr.  ICKES.  Well,  I  think  as  Chairman  D'Amato  pointed  out,  that 
he  might  have  used  a  little  stronger  language  had  he  been  on  the 
phone  with  somebody  and  the  Justice  Department  and  FBI  agents 
were  also  on  the  phone. 

Mr.  Chertoff.  Really,  Mr.  Ickes?  You  think  that  it's  really  that 
outrageous  to  have  a  conversation  if  you're  a  prosecutor  and  have 
FBI  agents  in  on  the  conversation,  too? 

Mr.  Ickes.  I  didn't  say  it  was  outrageous.  I  just  said  that  strong- 
er— I'm  just  following  Chairman  D'Amato's  lead  that 

Mr.  Chertoff.  Let's  not  follow 

Mr.  Ickes.  Let  me  just  finish  this. 
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Mr.  Chertoff.  I  want  your  opinion. 

Mr.  Ickes.  You  asked  me  a  question.  I'm  answering  it. 

The  Chairman.  Nonresponsive. 

Mr.  Ickes.  I  am  answering  it.  As  Chairman  D'Amato  said,  he 
would  probably  have  used  even  stronger  language. 

Mr.  Chertoff.  We  are  not  concerned  with  what  anybody  else 
said.  Did  it  upset  you  to  hear  that  there  were  two  FBI  agents  on 
the  phone,  on  the  speakerphone  in  the  conversation? 

Mr.  Ickes.  I  think  that  if  I  am  on  the  phone  with  somebody 
thinking  that  I  am  having  a  private  conversation  and  other  people 
are  listening  to  it,  I  would  be  unhappy. 

Mr.  Chertoff.  You  are  not  suggesting  that  what  happened  here 
was  that  the  agents  and  Jim  Nixon  were  on  the  phone  unbe- 
knownst to  Kendall? 

Mr.  Ickes.  I  don't  know  what  they  were. 

Mr.  Chertoff.  Then  you  go  on  to  say,  "Those  guys  are  f— ing  us 
blue."  What  did  you  mean  by  that? 

Mr.  Ickes.  I  think  that — where  are  you  looking  now? 

Mr.  Chertoff.  Right  in  the  section  next  to  the  initials  HI. 

Mr.  Ickes.  Again,  I  don't  recall  saying  that.  If  I  said  it,  it  was 
that  they  were  probably  doing  an  effective  job. 

Mr.  Chertoff.  That  they  were  doing  an  effective  job?  The  ex- 
pression, "f—  ing  us  blue,"  means  doing  an  effective  job? 

Mr.  Ickes.  Again,  I  don't  recall  saying  that.  But  if  I  said  it,  it's 
probably  what  it  meant. 

Mr.  Chertoff.  I  mean,  have  you  ever  used  the  expression — I  can 
only  imagine  what  kind  of  conversations.  Have  you  ever  used  the 
expression,  "f— ing  us  blue,"  to  compliment  someone  on  doing  an  ef- 
fective job?  What  did  you  mean  by  this?  This  is  striking 

Mr.  ICKES.  I've  testified  to  what  I 

Senator  Dodd.  Mr.  Chairman,  this  strikes  me  as  sort  of  one  of 
those  expressions  that  sort  of  speaks  for  itself. 

Mr.  Chertoff.  But  evidently,  it  speaks  to  Mr.  Ickes  much  dif- 
ferently than  it  speaks  to  everybody  else. 

Senator  Dodd.  All  right.  Let's  move  on,  though.  This  is 

Mr.  Chertoff.  What  we're  talking  about  here,  Mr.  Ickes,  is  not 
your  use  of  language,  but  it  is  an  attitude  that's  manifested  in  Mr. 
Gearan's  notes.  You  don't  know  of  any  reason  that  Mr.  Gearan  had 
to  lie  in  his  notes  or  to  mislead  in  his  notes,  do  you? 

Mr.  Ickes.  Mr.  Gearan,  I  don't  believe  that  he  lied,  but  he  took 
these  notes  and  people  hear  different  things  at  different  times. 

Mr.  Chertoff.  Well,  he  was  the  Director  of  Communications,  do 
you  have  reason  to  believe  he  was  inaccurate  in  his  ability  to  recall 
things  or  inaccurate  in  his  ability  to  express  himself?  He's  a  very 
effective  communicator,  isn't  he? 

Mr.  Ickes.  It  depends  on  how  you  look  at  it.  I  think  he's  quite 
effective. 

Mr.  Chertoff.  I  mean,  he  wouldn't  have  been  the  Director  of 
Communications  if  he  wasn't  capable  of  understanding  and  speak- 
ing English  well.  Right? 

Mr.  Ickes.  I  understand,  Mr.  Chertoff.  But  taking  notes,  differ- 
ent people  take  different  notes  in  different  ways. 

Mr.  Chertoff.  So  your  testimony  is  that  you  didn't  say  that 
Alan  Carver  at  DOJ  was  a  bad  guy  and  you  didn't  express  your 
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hostility  and  anger  at  the  Department  of  Justice  in  the  way  that 
they  were  conducting  this  investigation? 

Mr.  Ickes.  Mr.  Chertoff,  I've  testified  to  what  I've  said. 

Mr.  Chertoff.  I  don't  think  you,  to  be  quite  honest  with  you, 
have  squarely  answered  the  question.  And  I  want  to  suggest  to 
you,  Mr.  Ickes 

Mr.  Ickes.  Well,  Mr.  Chertoff,  I've  answered  the  question. 

Mr.  CHERTOFF.  Let  me  ask  you  the  question. 

Mr.  Ickes.  You  may  not  like  the  answer,  but  I've  answered  it. 

Mr.  Chertoff.  No.  I  want  to  suggest  to  you,  Mr.  Ickes,  that  the 
clear  and  unmistakable  thrust  of  the  notes  is  that  you  were  ex- 
pressing in  very  strong  language  your  hostility  and  anger  at  the  in- 
vestigators at  the  Department  of  Justice. 

Senator  DODD.  Mr.  Chairman,  again 

The  Chairman.  Now,  Senator. 

Senator  DODD.  No,  I'm  going  to  object.  Counsel  is  not  a  Senator. 

The  Chairman.  No,  he's  not. 

Senator  Dodd.  He's  not  a  Senator. 

The  Chairman.  Well,  he's  trying  to  get  a  responsive  answer  from 
Mr.  Ickes. 

Senator  Dodd.  He's  not  a  Senator.  That's  fine. 

The  Chairman.  That's  right,  he  is  not,  but  he  is  our  Counsel  and 
I  have  not  interrupted  when  you're  asking  questions. 

Senator  Dodd.  He  doesn't  editorialize. 

The  Chairman.  Put  the  light  on.  Mr.  Ickes,  are  you  suggesting 
that  you  had  no  feelings  one  way  or  the  other  way  about  the  con- 
duct of  this  investigation? 

Mr.  ICKES.  Mr.  Chairman,  I  didn't  know  Mr.  Carver.  He  was  a 
career  appointee. 

The  Chairman.  That's  not  what  I  asked  you. 

Mr.  ICKES.  Mr.  Chairman. 

The  Chairman.  You  had  a  meeting. 

Mr.  ICKES.  Do  you  want  me  to  answer? 

The  Chairman.  At  that  meeting  people  were  making  their  feel- 
ings known  about  what  was  taking  place.  I  look  at  that  meeting 
and  it  says — you  tell  me.  Can  you  read  that?  "Whitewater,  January 
8th."  Did  you  have  a  meeting  in  the  Ward  Room,  January  8th? 

Mr.  Ickes.  I  don't  recall.  I  assume  we  did. 

The  Chairman.  That  is  a  disingenuous  answer.  You  had  a  whole 
series  of  meetings. 

Mr.  Ickes.  I  assume  we  did,  Mr.  Chairman. 

The  Chairman.  Mr.  Ben-Veniste  just  went  through  a  whole  se- 
ries of  meetings.  It  was  public.  You  were  the  head  of  this  team. 
You  were  appointed  by  Mr.  McLarty,  isn't  that  true? 

Mr.  Ickes.  I  don't  even  know  what  date  the  meeting  was. 

The  Chairman.  January  8,  1994. 

Mr.  Ickes.  I  don't  know  what  date  it  was.  I  don't  know  what  day 
it  was  in  the  week.  I  assume 

The  Chairman.  And  you  don't  even  know,  when  you  say  that 
someone's  "f— ing  you  blue"  what  you  meant.  You  say  that  was 
complimentary,  that  they  were  doing  a  good  job.  You  want  the 
Committee  to  believe  that  when  someone  took  your  notes  down  and 
in  that  kind  of  language,  given  the  fact  that  just  before  you  called 
them  bad  guys,  given  the  fact  that  you  just  explained  that,  and 
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now  you  suggest  to  us  that  you  had  no  feelings  about  this,  that 
they  were  just  doing  their  job.  Is  that  what  you  would  like  us  to 
believe? 

Mr.  Ickes.  Do  you  want  me  to  answer  the  question? 

The  Chairman.  Yes. 

Mr.  Ickes.  I  think  there  was  a  concern,  Mr.  Chairman,  on  the 
part  of  some  that  FBI  agents  were  listening  in  on  a  conversation 
with  the  President's  private  counsel.  It's  not  at  all  clear  to  me  that 
the  private  counsel  knew  that.  You'll  have  to  call  him  about  that 
and  ask  him  about  that. 

The  Chairman.  But  you  recounted  this.  You  characterized  this 
Mr.  Carver  who  you  didn't  know  as  a  bad  guy,  didn't  you? 

Mr.  ICKES.  Those  are  not  my  notes,  Mr.  Chairman. 

The  Chairman.  I  know  they  are  not  your  notes,  but  you  were  at 
that  meeting.  You  have  no  recollection  of  this  meeting?  This  was 
an  everyday  occurrence?  This  was  something  that  happened  regu- 
larly? Were  you  at  the  meeting? 

Mr.  Ickes.  Are  you  ready  for  me  to  answer? 

The  Chairman.  Yes.  Were  you  at  the  meeting? 

Mr.  Ickes.  I  assume  I  was  at  the  meeting. 

The  Chairman.  Do  you  recall  a  conversation  with  respect  to  a 
Special  Prosecutor? 

Mr.  Ickes.  I  don't  recall  this  particular  conversation.  But  I  have 
no  reason  to  believe  that  there  was  not  some  conversation  about 
the  Special  Prosecutor.  It  wasn't  a  Special  Prosecutor,  first  of  all. 

The  Chairman.  Bernie  Nussbaum  argued  against  the  appoint- 
ment of  a  Special  Prosecutor  during  the  meeting  of  January  8th. 

Mr.  Ickes.  I  thought  you  were  referring  to  Mr.  Carver  as  the 
Special  Prosecutor. 

The  Chairman.  No.  Let's  move  down  to  where  it  says  HI,  Harold 
Ickes;  right?  Mr.  Gearan  suggested  that  this  reflects  your  state- 
ments and  he  said,  you  indicated  that  "Alan  Carver  at  DOJ  was 
a  bad  guy."  You  said  that  at  some  point  in  time  you  learned  about 
this  phone  call  with  people  listening  in.  You  don't  know  who  told 
you,  but  you  learned  about  it.  Is  that  why  you  characterized  him 
as  a  bad  guy? 

Mr.  Ickes.  I  do  not  know  if  that  was  my  characterization,  Mr. 
Chairman,  or  whether  I  was  repeating  something  that  somebody 
else  had  said. 

The  Chairman.  OK. 

Mr.  Ickes.  Which  I  testified  to  already. 

The  Chairman.  Were  you  repeating  something  else  when  you 
said,  "Those  guys  are  f— ing  us  blue"?  Or  was  that  your  feeling? 

Mr.  Ickes.  Assuming  that  I  said  that 

The  Chairman.  Yes. 

Mr.  Ickes.  — it  was  probably  my  view.  , 

The  Chairman.  Well,  you  are  the  only  person  at  these  meetings 
that  ever  was  quoted  using  that  expression. 

Mr.  Ickes.  Can  I  finish  my  answer? 

Senator  Sarbanes.  Well,  let  him  finish  his  answer. 

Mr.  Ickes.  Mr.  Chairman. 

The  Chairman.  Yes,  certainly,  Mr.  Ickes. 

Mr.  Ickes.  Thank  you. 

The  Chairman.  You're  welcome. 
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Mr.  Ickes.  I  think  the  fact  that  FBI  agents  were  listening  in  on 
a  private — well,  why  do  you  find  that  so  amusing,  Mr.  Chairman? 

The  Chairman.  You've  told  us  that  many  times.  I'm  asking  you 
whether  you  said,  'Those  guys  are  f— ing  us  blue"?  Did  you  say  it 
or  didn't  you?  You  think  he  made  this  up? 

Mr.  ICKES.  Mr.  Chairman,  if  you  think  what  I  am  saying  is  so 
funny 

The  Chairman.  I  think  it  is  disturbing.  Your  explanation  to  this 
Committee  is  disingenuous. 

Mr.  ICKES.  My  explanation  is  my  explanation,  Mr.  Chairman. 

The  Chairman.  Yes,  that's  right,  but  it  isn't  convincing. 

Mr.  Ickes.  You're  welcome  to  your  view,  Mr.  Chairman. 

The  Chairman.  You  come  before  this  Committee  and  you  want 
us  to  believe  that  when  someone  is  quoted  in  this  manner — and,  by 
the  way,  only  you  used  such  expletives  during  these  meetings.  He's 
not  confusing  you  with  someone  else.  You  characterize  people  as 
doing  what  is  reflected  in  the  notes,  but  that's  a  sign  of  admiration 
and  an  indication  that  they're  just  doing  their  job  effectively? 

Mr.  ICKES.  Mr.  Chairman,  I'll  repeat  for  the  fourth  time.  I  don't 
know  whether  I  said  this  or  not.  These  are  not  my  notes,  and  I 
could  well  have  been  repeating  what  others  said. 

The  Chairman.  Oh,  about  these  guys  doing  this  in  this  way. 

Mr.  Ickes.  That's  right. 

The  Chairman.  OK. 

Mr.  Chertoff.  Now,  Mr.  Ickes,  I  want  to  direct  your  attention 
to  the  notes  of  Ms.  Sherburne  and  Ms.  Chestin  about  your  con- 
versations with  the  President  and  the  First  Lady  at  the  latter  part 
of  February  or  the  early  part  of  March  1994,  which  are  S  20783, 
20784,  and  20786. 

Mr.  ICKES.  Bear  with  me  one  moment,  please.  OK,  I  have  20783. 
Is  that  what  you're 

Mr.  Chertoff.  And  20784  and  20786. 

Mr.  Ickes.  Wait  just  a  moment  please.  784  and  786.  OK,  I  have 
them. 

Mr.  Chertoff.  And  they  are  two  sets  of  notes  of  the  same 

Senator  Dodd.  Mr.  Chairman,  can  I  just  inquire  in  this?  As  I  un- 
derstand it,  just  for  clarity  purposes,  these  notes  are  of  a  conversa- 
tion that  Ms.  Sabrin  or  Sabrine 

Mr.  Chertoff.  No.  These  are  two  sets  of  notes  taken  by  Ms. 
Chestin  and  Ms.  Sherburne,  who  were  at  the  White  House  Coun- 
sel's Office. 

Senator  Dodd.  Well,  who  are  they  talking  to? 

Mr.  Chertoff.  My  understanding  is  it  was  information  conveyed 
to  them  by  Mr.  Ickes'  attorney. 

Senator  Dodd.  All  right.  That's  Ms.  Sabrin;  right? 

Mr.  Chertoff.  I  don't  know  which  attorney  it  was.  If  it  was  Ms. 
Sabrin,  it  was  Ms.  Sabrin. 

Senator  Dodd.  Well,  now,  just  for  clarity 

The  Chairman.  Well,  for  clarity,  I  see  Mr.  Bennett  is  indicating 
that  it  was  Ms.  Sabrin? 

Mr.  Bennett.  Yes,  Mr.  Chairman,  Sabrin  works  with  me. 

The  Chairman.  OK. 

Mr.  Chertoff.  Well,  then,  it  was  Ms.  Sabrin  who  conveyed  this 
information  on  behalf  of  Mr.  Ickes  to  White  House  Counsel's  Office 
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while  they  were  in  the  course  of  conducting  what  they  have  testi- 
fied to  was  an  internal  review  or  an  examination 

Senator  Dodd.  You're  getting  ahead  of  me  a  little  bit.  So  it's  Ms. 
Sabrin  talking  to  Ms.  Chestin. 

Mr.  Chertoff.  And  to  Ms.  Sherburne. 

Senator  Dodd.  And  Ms.  Sherburne  is  in  the  room  as  well. 

Mr.  Chertoff.  And  both  of  them  record  separately  their  notes 
of  what  was  relayed  to  them  on  behalf  of  Mr.  Ickes. 

Senator  Dodd.  But  those  are  the  only  three  people  in  the  room, 
these  notes. 

The  Chairman.  We  don't  know  if  those  are  the  only  three  people, 
but  we  understand  who  took  the  notes. 

Senator  Dodd.  OK. 

Mr.  Chertoff.  So,  now 

Mr.  Bennett.  Mr.  Chairman,  those  were  the  only  three. 

The  Chairman.  OK. 

Mr.  Chertoff.  Fine. 

Senator  Dodd.  Thank  you,  Mr.  Chairman. 

Mr.  Chertoff.  By  the  way,  Mr.  Ickes,  you'll  acknowledge  for  the 
record  that  Mr.  Bennett  and  Ms.  Sabrin  were  your  attorneys  dur- 
ing July  1994,  with  respect  to  this  matter.  Correct? 

Mr.  Ickes.  They  were,  yes. 

Mr.  Chertoff.  They  were  authorized  to  speak  on  your  behalf;  is 
that  right? 

Mr.  Ickes.  They  spoke  on  my  behalf,  yes. 

Mr.  Chertoff.  Now  going  to  the  notes,  "Late  February  (2/26  or 
27),  HI  has  conversation  with  WJC  in  which  WJC  asks  lots  of  ques- 
tions re:  RTC  procedures,  whether  HRC  and  WJC  exposed."  Ms. 
Chestin  very  similarly  writes — "Late  February  (2/26  or  27),"  pos- 
sibly, probably.  "HI  conversation  with  President  who  asks  serious 
questions  re:  procedure  RTC,  can  Rose,  HRC,  BC  be  held  liable." 
I  would  like  to  know,  Mr.  Ickes,  what  was  said  in  this  conversation 
or  conversations  with  the  President  concerning  RTC  procedures 
and  whether  Rose,  HRC,  or  BC  could  be  held  liable  or  exposed? 

Mr.  Ickes.  May  I  talked  to  my  attorney  for  a  moment,  please? 

The  Chairman.  Certainly. 

Mr.  Ickes.  I'm  sorry,  would  you  repeat  the  question? 

Mr.  Chertoff.  What  was  said  in  this  conversation  or  these  con- 
versations? 

Mr.  Ickes.  In  the  conversations  referred  to  here? 

Mr.  Chertoff.  Yes. 

Mr.  Ickes.  I  don't  recall  having  those  kinds  of  conversations  with 
the  President,  as  I've  testified  on  innumerable  occasions  before.  I 
did  talk  to  the  President  at  some  point  and  to  the  First  Lady  at 
some  point  about  the  statute  of  limitations.  I  don't  know  whether 
it  was  during  February  or  whether  it  was  during  March.  I  don't 
know  when  the  conversations  took  place.  I  don't  know  who  was 
present.  And  as  far  as  my  recollection  was,  there  was  probably  no 
more  than  one  conversation  with  each. 

Mr.  Chertoff.  Did  you  have  a  conversation  with  the  President 
about  whether  Mrs.  Clinton  and  the  President  could  be  held  liable? 

Mr.  Ickes.  Not  as  far  as  I  can  recall. 

Mr.  Chertoff.  So  you  dispute  the  accuracy  of  the  account  con- 
tained in  these  notes? 
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Mr.  Ickes.  Mr.  Chertoff,  I  wasn't  at  this  meeting.  I  don't  know 
the  context  of  the  questions  that  were  asked.  All  I  can  tell  you  is 
what  I  recall  then  when  I  testified  before  this  Committee,  both  in 
deposition  and  before  this  Committee  in  full  hearing,  and  what  I 
have  testified  to  on  other  occasions. 

Mr.  Chertoff.  Did  you  know  your  attorneys  were  going  to  have 
a  conversation  with  the  White  House  Counsel's  Office  in  connection 
with  the  White  House  Counsel's  review? 

Mr.  Ickes.  I'm  not  sure  I  did. 

Mr.  Chertoff.  I  think  maybe  we're  going  to  have  to  pursue  some 
other  witnesses  on  this,  then,  because  I  understand — well,  it's  in- 
teresting. I  understand  you  essentially  to  be  taking  the  position  in- 
consistent with  the  notes. 

Let  me  continue.  "HI  asked  NE  to  draft  memo  which  NE  did  in 
12  hours."  We've  already  examined  your  prior  testimony  in  the  dep- 
osition about  this  memo.  But  I  want  to  get  to  the  substance  here. 
Ms.  Chestin  also  says — "HI  asked  NE  to  write  memo.  Did  within 
12  hours."  Did  you  ask  Neal  Eggleston  to  write  a  memo  about  the 
RTC  and  the  Rose  Law  Firm  procedures,  and  did  he  do  so  in  about 
12  hours?  Is  that  true? 

Mr.  Ickes.  I  think  I've  testified  before,  Mr.  Chertoff,  that  I  did 
ask  him  at  some  point  to  write  a  memo  and  he  did. 

Mr.  Chertoff.  So  you  do 

Mr.  Ickes.  Whether  it  was  in  12  hours  or  not,  I  don't  know. 

Mr.  Chertoff.  So  you  do  remember  asking  him  to  write  a  memo 
about  RTC  procedures  and  the  Rose  Law  Firm. 

Mr.  ICKES.  I  do  recall  asking  him  that. 

Mr.  Chertoff.  And  then  it  continues,  "HI  made  revisions."  Now 
that's  the  Sherburne  version.  And  the  Chestin 

Mr.  Ickes.  OK.  What  page  are  you  on? 

Mr.  Chertoff.  I'm  still  on  783  going  into  784. 

Mr.  Ickes.  OK. 

Mr.  Chertoff.  "HI  made  revisions,  sends  to  HRC  3/1.  DR,  don't 
recall  discussing."  And  the  Chestin  version  is,  "HI  asked  NE  couple 
questions,  follow-up  points,  3/1  HRC  only.  No  recollection  discuss- 
ing with  her  or  sending  to  President."  Do  you  remember  making  re- 
visions in  the  memo? 

Mr.  Ickes.  I  don't  recall  making  revisions.  I  may  well  have,  but 
I  don't  recall  making  them. 

Mr.  Chertoff.  You  sent  it  to  the  First  Lady;  right? 

Mr.  Ickes.  I  have  testified  extensively,  Mr.  Chertoff,  that  I  may 
well  have  sent  a  memo  to  the  First  Lady.  There  was  a  long  discus- 
sion, as  you  know,  because  you  have  questioned  me  quite  closely 
on  this,  as  to  whether  the  memo  had,  in  fact,  been  sent  because 
my  cover  memo,  the  so-called  transmittal  memo,  was  not  nec- 
essarily, was  not  in  the  form  that  I  typically  would  send  a  memo. 
But  I  don't  dispute  that  I  may  well  have  sent  it  to  the  First  Lady. 

Mr.  Chertoff.  But  in  fact,  as  the  notes  indicate,  you  did  send 
this  memo,  didn't  you?  And  you  knew  it  in  the  summer  of  1994 
that  you  had  sent  the  memo.  Correct? 

Mr.  Ickes.  Mr.  Chertoff,  as  I  say,  I  wasn't  in  this  conversation. 
Ms.  Sherburne  and  Ms.  Chestin  are  not  my  attorneys.  These  are 
the  notes  that  they  took.  You'll  have  to  talk  to  them  about  that. 
I  can  only  recall  what  I  recall,  and  I've  testified  extensively  to  that. 
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I  did  not  deny  that  I  may  well  have  sent  that  memo  to  the  First 
Lady  and  I've  testified  about  that  extensively. 

Mr.  Chertoff.  Ms.  Sherburne  then  goes  on  to  say,  "HRC  asked 
HI  a  few  questions.  Think  after  received  memo."  Did  Mrs.  Clinton 
ask  you  a  few  questions  about  the  memo? 

Mr.  Ickes.  I  have  no  recollection 

The  Chairman.  I'm  going  to  ask  that  we  curtail  this.  I  think  it's 
better  that  we  finish  a  particular  area,  but  the  Minority  insists  on 
strictly  observing  the  red  light,  so  we'll  do  that.  I  do  not  believe 
that's  in  the  best  interest  of  moving  the  hearings,  but  we  will  yield. 

Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Chairman,  we  just  have  a  fundamental 
difference  of  opinion.  I  think  the  only  way  we  can  have  an  orderly 
process  is  to  follow  the  procedure  that  was  laid  out  in  the  Resolu- 
tion of  the  Committee.  Now  departing  from  that  procedure  by  the 
Chairman  of  his  own  volition  doesn't  contribute  to  an  orderly  proc- 
ess, and  I  just  think  we  ought  to  just  follow  the  process. 

The  Chairman.  I  have  not  departed  from  my  own  volition  and  I 
have  permitted  extending  time,  nor  have  I  even  once,  notwith- 
standing that  the  light  on  a  number  of  occasions  has  flashed  red, 
interrupted  or  attempt  to  interrupt.  But  I  thought  that  we  would 
have  a  better  flow  and  be  able  to  finish  this. 

However,  I  understand  the  nature  of  why  some  Members  of  the 
Committee  may  not  want  the  details  to  be  brought  out  in  a  manner 
in  which  they  become  more  understandable.  It  will  just  take  more 
time.  We  will  be  here  later.  It  was  my  hope  to  attempt  to  finish 
this  at  5:00  p.m.,  but  we'll  stay  here  and  take  whatever  extra  time 
it  takes  to  finish  this. 

So,  Senator  Sarbanes. 

Senator  Sarbanes.  Well,  I  have  no  problem  with  that. 

The  Chairman.  Fine.  I  understand. 

Senator  Sarbanes.  I  mean,  under  our  procedure,  we  can  alter- 
nate back  and  forth  with  regular  rounds. 

The  Chairman.  Right.  You  can  continue  to  read  anything  into 
the  record  that  has  nothing  to  do  with  examining  the  witness  or 
trying  to  get  new  facts,  but  just  kill  time  so  you  extend  it  longer. 
I'm  suggesting  to  you  I  believe  that's  a  technique  that's  being  used. 

Senator  Sarbanes.  Well,  I  don't  think  we  have  done  that,  Mr. 
Chairman.  I  have  sat  here  for  days  and  Mr.  Chertoff  has  said,  I 
have  one  more  question  to  ask,  and  then  have  it  go  on  for  10  or 
15  minutes.  I  have  indicated  to  you  on  previous  occasions,  well  be- 
fore this  witness  ever  came,  that  I  didn't  think  that  was  contribut- 
ing to  an  orderly  process  in  this  Committee,  and  that  all  of  this 
could  be  avoided  if  we  simply  followed  the  clock  and  the  proce- 
dures. All  I'm  asking  for  is  to  act  in  accordance  with  the  Commit- 
tee's processes  and  not  to  depart  from  them.  That's  all. 

Senator  Dodd. 

Senator  Dodd.  Just  maybe  a  quick  point.  I  wanted  to  go  back. 
I  thought  I  had  it  in  front  of  me  here,  the  memo  dated  1/10/94. 
This  is  20884.  This  is  the  memo  that  lists  out  the  options,  the  sum- 
mary arguments  re  Whitewater.  No  Special  Counsel  is  the  first 
heading,  and  then  it  goes,  the  second  page,  against  this  position, 
and  so  forth.  Mr.  Chertoff,  I  think,  asked  a  lot  of  questions  about 
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subparagraph  F  on  that  first  page.  Do  you  have  that  in  front  of 
you,  Mr.  Ickes?  Do  you  have  that  memo? 

Mr.  Ickes.  Yes.  This  is  the  one  that's  captioned,  "Should  an  Inde- 
pendent Counsel  Be  Requested  By  White  House?" 

Senator  Dodd.  No.  The  one  I'm  looking  at  here  is  "Confidential, 
Second  Draft,  Summary  of  Arguments  re  Whitewater." 

Mr.  Ickes.  Yes,  I  have  it. 

Senator  Dodd.  What  I  want  to  get  at  is — this  is  something,  this 
is  a  procedure  not  uncommon  to  me.  We  do  this  in  our  office  on 
issues.  I  don't  presume  I'm  unique  in  this.  There  are  matters  that 
come  up  that  are  controversial  and  I  solicit  positions  pro  and  con 
on  what  are  the  issues  that  could  possibly  come  up?  What  are  all 
the  things  you  possibly  do? 

What  I'm  trying  to  get  from  you,  is  this  sort  of  a  standard  operat- 
ing procedure  that  you  or  others  use  at  the  White  House  on  mat- 
ters of  some  controversy  where  you  solicit  opinion  memos  that 
argue  for  and  against  a  position  within  the  same  memo? 

Mr.  Ickes.  Senator  Dodd,  this  is  a  process  that  is  used  in  the 
White  House  with  respect  to  a  vast  array  of  issues,  including 
Whitewater,  as  well  as  other  substantive  issues  that  are  dealing 
with  the  President.  I  mean,  we  would  be  negligent,  the  staff  would 
be  negligent,  in  my  view,  and  disserving  the  President  if  all  the  ar- 
guments were  not  laid  out  before  him.  And  typically,  you  have  peo- 
ple with  very  strong  opinions  on  a  variety  of  different  subjects  and 
the  President  solicits  those  opinions.  He  wants  to  hear  them.  That's 
what  he's  there  for. 

Senator  Dodd.  So  this  is  the  pro  and  con,  and  the  date  of  that 
is  1/10/94. 

Mr.  ICKES.  It  is. 

Senator  Dodd.  There's  a  second  document  that  is  entitled,  and 
I  think  you  started  to  read  it,  "Should  an  Independent  Counsel  Be 
Requested  by  the  White  House?" 

Mr.  Ickes.  Yes. 

Senator  DODD.  The  date  on  that  I  have  is  1/12/94.  Is  that  your 
handwriting? 

Mr.  Ickes.  That  is  my  handwriting,  Senator. 

Senator  DODD.  Then  I  notice  there's  a  letter  dated  January  12, 
1994,  signed  by  Mr.  Bernard  Nussbaum  to  the  Attorney  General. 

Now  the  two  previous  memos  deal  with  the  discussion  of  whether 
or  not  an  Independent  Counsel  ought  to  be  requested.  That's  on  the 
10th  of  January  and  on  the  12th  of  January. 

Mr.  Ickes.  Yes. 

Senator  Dodd.  On  the  12th  of  January,  a  letter  goes  from  Mr. 
Nussbaum,  as  I  read  it,  to  the  Attorney  General,  in  fact,  making 
that  request,  that  an  Independent  or  Special  Counsel  be  appointed. 
Is  that  correct? 

Mr.  Ickes.  That's  correct.  I  don't  happen  to  have  that  in  my  pos- 
session but  that's  what  I  read. 

Senator  Dodd.  Well,  the  reason  I  raise  that  again,  those  people 
may  have  just  dropped  in  and  heard  this  lengthy  discussion  about 
paragraph  F  in  a  memo  that  lays  out  all  the  various  things  that 
can  happen  or  could  happen  or  options  and  so  forth,  and  then  look 
at  another  memo  and  there's  a  tremendous  preoccupation. 
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Within  48  hours  of  that,  you  have  a  letter  going  from  the  legal 
counsel  to  the  President  requesting  the  Special  Counsel.  Very  little 
reference  has  been  made  of  that  by  the  Majority  on  this  side,  but 
it  seems  to  me  you  need  to  look  and  say,  yes,  there  was  this  debate 
going  on,  a  discussion  going  on.  But  within  48  hours  of  that  memo's 
discussion,  the  letter  goes  making  the  request. 

I  just  want  to  make  the  point  because  sometimes  you  can  just 
get  lost  in  the  minutia  of  all  of  this  and  you  have  to  get  to  the  bot- 
tom line  of  it.  What  happened?  You  had  a  lengthy  memo,  lengthy 
debate,  all  these  notes  and  a  lot  of  colorful  language  going  back 
and  forth.  What  happens?  Forget  being  a  lawyer.  What  does  the 
average  person  say?  What  happens  at  the  end  of  this?  At  the  end 
of  this,  48  hours  later,  a  letter  goes  out  saying,  appoint  the  Special 
Counsel.  That's  what  happens.  So  all  of  these  discussions,  all  of 
this  debate,  all  of  this  argument  goes  around  for  several  days  here 
and  within  48  hours,  that's  what  happens.  Is  that  not  the  case? 

Mr.  Ickes.  That  is  exactly  the  case  and  the  President  instructed 
Bernie  Nussbaum  ask  the  Attorney  General  to  appoint  a  Special 
Counsel.  As  far  as  I  knew,  at  that  point,  she  was  still  reluctant  to, 
but  ultimately  did  so. 

Senator  Dodd.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Let  me  turn  to  page  S  20579,  about  which 
there  has  been  so  much  discussion,  the  notes  involving  the  career 
Justice  Department  attorney  who  was  appointed  by  the  Attorney 
General  to  take  over  the  investigation,  Mr.  Carver. 

Now  first  of  all,  it  seems  to  me  in  listening  to  the  discussion 
about  this,  that  in  the  beginning,  senior  people  at  the  White  House 
expressed  concern  over  the  notion  that  a  Special  Counsel  should  be 
appointed,  given  the  fact  that  the  allegations  were  unsubstan- 
tiated, the  Clintons  hadn't  been  charged  with  any  wrong-doing,  and 
the  trigger  mechanism,  if  this  had  been  the  statute,  in  effect,  would 
not  have  been  met.  And  other  questions  about  the  scope  and  his- 
tory about  Special  Counsels  having  been  appointed  before,  all  seem 
to  militate  against  the  appointment  of  a  Special  Counsel. 

Now  much  criticism  has  been  leveled  because  there  was  concern 
about  the  unfettered  scope  of  a  Special  Counsel  and  how  much  time 
a  Special  Counsel  might  take  in  conducting  his  or  her  investiga- 
tion. And  all  of  that  has  been  laid  at  your  doorstep  at  the  Adminis- 
tration for  having  questioned  in  the  first  place  the  appointment  of 
a  Special  Counsel. 

In  looking  at  this  material,  and  particularly  with  respect  to  Mr. 
Carver's  notes,  I  shudder  to  think  about  what  the  reaction  might 
have  been  if  you  had  embraced  with  open  arms  the  appointment 
of  a  Special  Counsel  because  then  the  argument  would  have  been 
made,  oh,  Mr.  Carver  is  too  tough.  Let's  get  the  Attorney  General 
to  appoint  somebody  we  like.  The  Attorney  General  can  then  con-  1 
trol  that  person.  We  would  be  very  happy  with  the  appointment  of 
a  Special  Counsel. 

If  the  reverse  position  had  been  taken,  is  what  I  am  saying, 
imagine  the  reaction  politically  now  as  you  sit  here  testifying  be- 
fore this  Committee  because  Mr.  Carver  had  been  doing  a  tough, 
independent  job.  Do  you  see  that  point? 

Mr.  Ickes.  I  understand  the  point. 
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Mr.  Ben-Veniste.  So  that  here  we  are  sitting,  considering — isn't 
that  a  shame  that  the  White  House  didn't  say,  oh,  yes,  let's  get  a 
Special  Counsel.  That  would  be  terrific. 

If  the  notes  had  reflected  all  of  that  and  the  observation  about 
Mr.  Carver's  performance,  then  the  argument  would  be  made,  but 
this  is  all  a  big  cover-up,  the  appointment  of  Special  Counsel. 

This  is  don't  throw  me  in  the  briar  patch.  We'd  love  a  Special 
Counsel  to  get  this  tough  Carver  off  our  backs. 

Let  me  now  go  to  the  question  of  Mr.  Carver  and  the  observation 
that  was  made,  whether  it  was  relayed  to  you  or  someone. 

I  have  to  tell  you  that,  contrary  to  my  friend,  Mr.  Chertoff,  in 
doing  this  sort  of  trial  work  that  involves  contact  with  U.S.  Attor- 
neys and  Assistant  U.S.  Attorneys  and  FBI  agents  for  well  over  25 
years  now,  I  have  never  had  an  instance  where  an  Assistant  U.S. 
Attorney  has  required  FBI  agents  to  participate  in  a  telephone  con- 
versation, lawyer  to  lawyer. 

So  whoever  made  this  observation,  whether  Carver  was  being 
overly  cautious,  or  whether  the  agents  were  listening  in  without 
having  been  announced,  or  whether  they  had  been  listening  in  for 
a  time  and  then  their  participation  was  announced  as  the  conversa- 
,  tion  proceeded,  or  any  other  possible  combination  of  those  possibili- 
ties, it  seems  to  me,  yes,  that's  quite  unusual  for  two  lawyers  talk- 
ing on  the  phone  to  then  have  the  Government  lawyer  put  FBI 
agents  on  the  phone  with  counsel,  much  less  Counsel  to  the  Presi- 
dent of  the  United  States. 

First  of  all,  on  your  observation,  I  find  that,  from  my  own  experi- 
ence, which  is  not  insubstantial  in  this  area,  this  was,  indeed,  an 
unusual  event. 

Second,  the  question  raised  in  the  colorful  language  in  which  it 

'   was  reportedly  raised  by  Mr.  Gearan,  simply  indicates  that  the 

White  House  recognized  that  the  Justice  Department  attorneys 

I  handling   this   matter   were   certainly   independent   of  the   White 
House,  that  they  were  unafraid  to  do  things  the  way  they  wanted 

n  to,  and  that  they  were  going  to  have  a  full  and  independent  inves- 
tigation conducted.  All  of  which  supports  the  notion  that,  in  the 

II  first  instance,  the  suggestion  that  these  people  were  competent,  ca- 
ie  pable,  and  fully  prepared  to  conduct  an  independent  investigation 
a-  without  the  appointment  of  Special  Counsel,  was  warranted. 

s'  Putting  all  these  things  together,  as  Senator  Dodd  has  pointed 
»  out,  it  appears  to  me  that  the  discussion  of  the  pros  and  cons,  the 
various  possibilities  here,  were  all  essentially  overwhelmed  by  the 
lr  inevitable  political  reality,  that  under  the  circumstances,  someone 
;nt  from  outside  the  process  was  going  to  have  to  be  appointed.  The 
>nt  President  recognized  that,  took  the  step  offensively,  as  it  was,  came 
en  brward,  and  had  his  Counsel  write  a  letter  to  a  reluctant  Attorney 
ral  Greneral  requesting  the  appointment  of  an  outside  attorney  to  head 
on  lp  this  investigation. 
t  oi     Mr.  Ickes.  That  generally  is  a  fair  summary. 

Mr.  Ben-Veniste.  Senator  Sarbanes. 
ing.     Senator  Sarbanes.  Were  you  aware  at  the  time — I  see  my  time 
be  s  up.  I'll  wait  until  the  next  round. 

The  Chairman.  Before  I  go  to  Mr.  Chertoff,  I'd  like  to  make  the 
•bservation  that  that  was  one  of  the  most  incomplete  summaries 
f  what  took  place  relating  to  the  public  domain.  It  would  lead  one 
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to  believe  that  there  was  not  a  huge  clamor  for  the  appointment 
of  an  Independent  Counsel.  It  would  totally  eliminate  the  fact  that 
both  Senator  Bradley  and  Senator  Moynihan,  had  come  out  and 
said  that  an  Independent  Counsel  should  be  selected. 

It  would  have  us  believe  if  one  were  to  look  at  the  notes  and  read 
what  took  place  privately,  that  we  have  no  idea  expressed  in  the 
strongest  of  terms  by  numerous  people,  that  Mr.  Gearan  notes  that 
Mrs.  Clinton  was  adamantly  opposed. 

It  had  nothing  to  do  with  whether  the  Attorney  General  was  for 
or  against  it.  And  yes,  certainly  the  memoranda  and  documents 
Senator  Dodd  has  pointed  out  are  something  that  was  not  unordi- 
nary.  That  is  something  you  would  want  to  know  the  pros  and  cons 
about.  I  concede  that.  But  it  is  an  absolute  contrivance  to  think 
that  when  someone  expresses  his  opinion  in  such  graphic  and  de- 
scriptive language,  describing  people  as  bad  guys  and  saying  what 
these  people  are  really  trying  to  do,  that  what  that  really  means 
is  they  are  doing  a  good  job.  That's  just  absolutely  unreasonable. 
And  for  someone  to  suggest  that  that's  what  they  meant,  again, 
strains  credibility,  it  is  not  worthy  of  belief,  and  casts  doubts  on 
the  rest  of  that  person's  testimony.  Now  that's  my  observation. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

I  want  to  ask  you  with  respect  to  this  memo  of  March  1,  that  you 
passed  up  to  the  First  Lady,  which  had  attached  to  it  this  February 
28th  memo  by  Mr.  Eggleston,  why  did  you  have  Mr.  Eggleston 
write  the  memo? 

Mr.  Ickes.  Just  bear  with  me  a  moment.  You  are  not  talking 
about  my  1  March  memo? 

Mr.  Chertoff.  With  the  attached  February  28th  analysis  of  the 
Rose  Law  Firm  issues.  Why  did  you  have  Mr.  Eggleston  write  the 
memo? 

Mr.  ICKES.  As  best  I  can  recall,  Mr.  Chertoff,  and  I  think  I  have 
testified  to  this  earlier,  but  as  best  I  can  recall,  there  had  been  a 
report  issued  by  the  FDIC  earlier  in  the  month.  Let  me  just  check 
the  date  on  this — yes.  And  there  had  also  been  a  report,  I  think, 
issued  by  the  RTC.  Both  of  those  reports,  as  I  recall,  dealt  with  the 
so-called  conflict  of  interest  between  the  Rose  Firm,  or  the  possible 
conflict  of  interest  between  the  Rose  Law  Firm  and  Madison  Guar- 
anty. Don't  hold  me  to  this,  but  this  is  my  best  recollection. 

Then,  as  I  recall,  there  was  an  article  or  an  editorial — I  forget 
which — which  I  think  appeared  in  The  Wall  Street  Journal  some- 
time later  in  the  month  that  I  read.  And  I  think  the  President  may 
have  read  it. 

I  certainly  did  not  know  all  the  ins  and  outs  about  it.  The  Presi- 
dent may  have  asked  me  some  questions  about  it.  I  don't  recall. 
But  based  on  those  reports  and  that  either  editorial  or  newspaper 
article,  I  had  asked  Mr.  Eggleston  to  write  a  memo. 

Mr.  Chertoff.  What  questions  did  the  President  ask  you? 

Mr.  Ickes.  I  don't  recall,  Mr.  Chertoff. 

Mr.  Chertoff.  Well,  did  he  ask  you  questions  about  whether  he 
or  Mrs.  Clinton  could  be  held  liable? 

Mr.  Ickes.  I  don't  recall. 

Mr.  Chertoff.  Did  he  ask  you  questions  about  whether  the  Rose 
Law  Firm  could  be  held  liable? 

Mr.  Ickes.  I  don't  recall. 


1953 

Mr.  Chertoff.  Now  with  respect  to  this  description  in  Ms.  Sher- 
burne's notes  and  Ms.  Chestin's  notes  of  their  conversation  with 
your  lawyer,  where  it's  stated  rather  positively  that  your  lawyer 
told  the  two  White  House  Counsel  that  you  had  a  conversation  in 
which  WJC  asked  lots  of  questions  about  RTC  procedures  and 
whether  HRC  and  WJC  were  exposed  or  could  be  held  liable. 

Now  is  that  the  conversation  or  conversations  that  you  are  refer- 
ring to  when  you  say  you  may  have  had  some  conversation  with 
the  President  concerning  some  Wall  Street  Journal  article? 

Mr.  Ickes.  You're  on  page  783,  Mr.  Chertoff? 

Mr.  Chertoff.  Right. 

Mr.  Ickes.  Well,  again,  I  didn't  write  these  notes.  I  don't  know 
what  they're  in  reference 

Mr.  Chertoff.  Does  that  refresh  your  memory? 

Mr.  Ickes.  It  doesn't  refresh  my  memory  because  I  wasn't  in- 
volved in  this  meeting.  I  didn't  take  these  notes. 

Mr.  Chertoff.  Mr.  Ickes,  you  were  actually  supervising  Ms. 
Sherburne,  am  I  correct,  at  the  time  in  July  1994? 

Mr.  Ickes.  Well,  actually,  Lloyd  Cutler,  I  think  at  this  time,  was 
supervising  Ms.  Sherburne,  although  from  the  Chief  of  Staff's  of- 
fice, I  was  the  point  person. 

Mr.  Chertoff.  All  right.  And  you  didn't  come  personally  to  be 
interviewed  on  this  subject?  You  sent  your  lawyer  instead  to  convey 
the  facts? 

Mr.  Ickes.  I  wasn't  interviewed  by  whom? 

Mr.  Chertoff.  In  other  words,  were  you  interviewed  personally 
by  Ms.  Sherburne  and  Ms.  Chestin? 

Mr.  Ickes.  As  I  recall,  I  was  because  I  think  that  Mr.  Cutler  was 
conducting  an  inquiry  within  the  White  House  as  to  the  facts  and 
circumstances  surrounding  especially  White  House-Treasury  con- 
tacts, as  they  were  known. 

Mr.  Chertoff.  Well,  how  is  it  that  it  was  your  lawyer  who  was 
giving  information  concerning  this  meeting  and  this  memorandum, 
rather  than  you  personally? 

Mr.  Ickes.  How  was  it? 

Mr.  Chertoff.  Yes.  How  did  it  turn  out  to  be  the  case  that  rath- 
er than  coming  to  you  and  asking  you  these  questions,  Ms.  Sher- 
burne and  Ms.  Chestin  met  with  your  lawyer  instead? 

Mr.  Ickes.  You'll  have  to  ask  them. 

Mr.  Chertoff.  You  didn't  have  anything  to  do  with  that? 

Mr.  Ickes.  I  don't  recall  having  anything  to  do  with  it. 

Mr.  Chertoff.  Were  you  available  to  Ms.  Sherburne  and  Ms. 
Chestin  to  answer  questions?  I'm  just  wondering.  See,  what's  strik- 
ing is  this,  Mr.  Ickes.  Everybody  else  who  apparently  was  inter- 
viewed that  I'm  aware  of  that  we  received  notes  or  documents  or 
material  from  the  White  House  Counsel's  Office,  when  we  looked 
at  this  question  last  year,  they  went  around  and  they  interviewed 
all  the  other  principals  personally,  directly. 

This  is  the  first  time  I  can  see  a  situation  where  some  of  the 
facts  that  we're  getting  in  their  notes,  a  lawyer  is  interposed  be- 
tween them.  And  I'm  having  difficulty  understanding  why  it  is  that 
the  White  House  Counsel's  Office  would  settle  to  get  the  informa- 
tion through  the  lawyer,  which  now  gives  you  the  ability  to  argue 
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to  us  that  somehow,  you're  not  to  be  held  responsible  because  you 
weren't  there. 

Do  you  follow  what  I'm  saying?  I'm  wondering  whether  that's  an 
unusual  set-up  for  conducting  an  investigation,  to  give  someone  the 
ability  to  have  a  conduit  so  that  they  can  step  away  if  they  have 
to  or  distance  themselves.  Do  you  know  of  anybody  else  who  had 
that  arrangement? 

Mr.  ICKES.  Wait  a  minute.  You've  asked  a  lot  of  questions  here. 
Do  you  want  to  start  them  one  by  one? 

Mr.  CHERTOFF.  How  is  it  that  you  wound  up  having  your  lawyer 
convey  this  information  rather  than  you,  personally? 

Mr.  ICKES.  I  didn't  have  my  lawyer  convey  it.  And  I  was  inter- 
viewed personally  by  Ms.  Sherburne  and  Ms.  Chestin. 

Mr.  CHERTOFF.  Did  they  ask  you  questions  about  this? 

Mr.  Ickes.  I  don't  recall. 

Mr.  CHERTOFF.  Do  we  have  those  notes,  do  you  know?  I'm  going 
to  ask  Ms.  Sherburne,  do  we  have  those  notes? 

Ms.  Sherburne.  We  reviewed  those  notes,  Mike,  in  the  fall. 

Mr.  CHERTOFF.  Well,  I  don't  want  to  put  you 

Ms.  Sherburne.  Those  are  notes  that  we  talked  about.  The  pas- 
sages that  you  were  interested  in  were  called  after  your  own  review 
of  all  the  notes,  including  the  notes  of  our  interview  with  Mr.  Ickes, 
you  identified  the  passages  of  our  notes  with  Ms.  Sabrin.  We  inter- 
viewed Ms.  Sabrin  because  at  the  time  Mr.  Ickes  was  unavailable 
and  we  were  proceeding  with  our  inquiry  at  that  time.  You've  only 
identified  Ms.  Sabrin 

Mr.  Chertoff.  OK.  Fine.  So  now,  why  were  you  unavailable,  Mr. 
Ickes?  What  was  the  source  of  the  unavailability  at  this  time?  See, 
my  question 

Mr.  Ickes.  Do  you  want  me  to  answer  the  question  or  are  you 
going  to  go  on? 

Mr.  Chertoff.  In  what  way  were  you  unavailable  during  July 
and  August  of  1994,  to  be  asked  questions  directly? 

Mr.  Ickes.  Mr.  Chertoff,  I  don't  know  what  day  it  was.  I  may 
have  been  out  of  town.  I  travel  with  the  President  a  lot.  They  may 
have  decided  that — I  don't  know  what  the  facts  and  circumstances 
are.  You're  asking  about  something  I  have  no  idea  about.  All  I  do 
know  is  the  following — that  I  distinctly  recall  being  interviewed  by 
Ms.  Sherburne  and  Ms.  Chestin. 

Mr.  Chertoff.  But  these  questions  were  asked  not  in  that  inter- 
view, but  in  a  subsequent  occasion  to  your  lawyer. 

Mr.  Ickes.  I  don't  know  whether  it  was  prior  or  subsequent.  All 
I  know  is  that  they  were  asked  of  my  lawyer. 

Mr.  Chertoff.  And  you  have  no  reason,  by  the  way,  to  believe 
that  your  lawyer  would  have  been  attempting  to  mislead  or  would 
have  been  inaccurate  in  any  way  in  conveying  the  information  that 
she  was  conveying;  right?  So  far  as  you  know. 

Mr.  Ickes.  I  don't  know  what  information  she  conveyed.  Some- 
body else  took  these  notes.  I  wasn't  present,  and  I  don't  know  the 
context. 

Mr.  Chertoff.  Now  did  you  become  aware — I  take  it  that  you 
familiarized 

The  Chairman.  At  this  point  in  time,  because  I  have  difficulty 
in  following  this,  Ms.  Sherburne,  we  will  send  you  a  letter.  I  am 
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not  suggesting  that  you  or  the  White  House  in  connection  with  this 
matter,  have  improperly  withheld  notes.  As  you  indicated,  Counsel 
saw  them,  did  not  make  a  request.  I'm  going  to  make  a  specific  re- 
quest for  those  notes,  the  interview  that  you  conducted  with  Mr. 
Ickes.  So  would  you  make  those  available  to  us,  please? 

Ms.  Sherburne.  Senator,  I'd  be  happy  to  make  them  available. 

The  Chairman.  Thank  you. 

Ms.  Sherburne.  I  think  the  reason  that  Mr.  Chertoff  didn't  re- 
quest them  is  because  we  didn't  question  Mr.  Ickes  on  this  subject 
in  that  interview.  We  frankly  didn't  see  its  relevance  or  meaning 
to  the  inquiry,  and  we  didn't  pursue  it. 

Mr.  Chertoff.  Well,  since  it  came  up  later  and  it  wasn't  done 
directly,  I  think  it's  interesting  that  it  was  done  in  a  way  that  ap- 
parently allows  Mr.  Ickes  now  to  distance  himself.  But  I  don't  want 
to  stick  on  this  point. 

Ms.  Sherburne.  The  interview  with  Ms.  Sabrin  occurred  first. 
Mr.  Ickes'  interview  was  following  that. 

Mr.  Chertoff.  Well,  I  don't  want  to  start  your  examination  now, 
Ms.  Sherburne. 

Senator  Sarbanes.  Ms.  Sherburne,  what  was  the  order  of  those 
interviews,  again? 

Ms.  Sherburne.  The  first  interview  was  with  Ms.  Sabrin. 

Senator  Sarbanes.  All  right. 

Ms.  Sherburne.  If  you'll  remember,  in  July  1994,  we  had  a  very 
compressed  time  period  in  which  to  conduct  these  interviews.  So  we 
were  trying  to  schedule  them.  Mr.  Ickes'  schedule  was  not — it  was 
difficult  coordinating  his  schedule  with  our  interview  schedule.  And 
so,  in  order  to  get  the  information  we  needed,  we  spoke  to  his  law- 
yer. Then  later,  when  he  became  available,  we  interviewed 

Senator  Sarbanes.  And  you  interviewed  him  directly,  though. 

Ms.  Sherburne.  That  is  correct. 

Mr.  Chertoff.  Ms.  Sherburne,  I  take  it  you  had  no  reason  to  be- 
lieve that  what  Ms.  Sabrin  was  telling  you  was  inaccurate.  Right? 

Ms.  Sherburne.  We  were  asking  Ms.  Sabrin  questions  and  I  had 
reason  to  believe  that  she  was  reviewing  information  she  had  col- 
lected from  a  variety  of  sources.  I  don't  know  what  her  source  of 
information  was  for  this  sort  of  thing. 

Mr.  Chertoff.  Well,  I  don't  want  to 

Mr.  Bennett.  Mr.  Chairman,  since  we've  been  in  this 

The  Chairman.  Yes,  counsel?  Right. 

Mr.  Bennett.  Could  I  just  take  30  seconds? 

The  Chairman.  Certainly. 

Mr.  Bennett.  I  appreciate  it,  Mr.  Chairman. 

The  Chairman.  Why  don't  you  sit  at— 

Senator  Dodd.  Use  the  microphone. 


Mr.  Bennett.  I  do  appreciate  it.  But  I  do  think  that  it's  of  inter- 
est to  the  Committee  to  clarify. 

The  Chairman.  Sure. 

Mr.  Bennett.  First  of  all,  Ms.  Sabrin  was  never  interviewed  at 
all.  It  was  simply  a  conversation  that  White  House  Counsel  talked 
to  Ms.  Sabrin  of  my  office.  I  should  state  for  the  record  that  we 
never  authorized  Ms.  Sherburne  or  anyone  else  in  the  White  House 
and,  frankly,  we're  quite  surprised  that  conversations  between  law- 
yers would  be  provided.  But  it  has  been  provided.  I  only  say  that 
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because  I  think  the  record  should  be  complete.  But  there  was  no 
interview  of  us  and  there  was  no  effort  on  our  part  to  insulate  Mr. 
Ickes  in  any  way.  He's  always  been  available  and  has  fully  an- 
swered the  questions  to  the  best  of  his  ability. 

Thank  you. 

Mr.  Chertoff.  Well,  I  will  tell  you,  because  this  issue  is  going 
to  come  up  later,  I  guess  we  will  have  to  try  to  track  down  what 
appear  to  be  very  clear  recollections  that  are  being  conveyed  at  a 
point  in  time  in  one  location 

The  Chairman.  Please  sit  down,  Mr.  Ickes. 

Mr.  Chertoff.  — whereas,  in  another  location,  namely,  in  a  Sen- 
ate deposition,  we're  getting  a  much  different  degree  of  recollection. 
But  I  don't  want  to  spend  the  time  quarreling  about  it.  We  can  ad- 
dress that  at  another  point. 

I  want  to  ask  you,  Mr.  Ickes,  whether  in  January  and  February 
of  1994,  you  became  aware  from  learning  the  facts  as  they  per- 
tained either  to  the  Rose  Law  Firm  conflict  of  interest  issue  or  to 
any  other  aspect  of  Madison,  that  a  man  by  the  name  of  Seth  Ward 
was  one  of  the  individuals  whose  name  came  up  in  this  Madison 
Rose  Law  Firm  set  of  issues? 

Mr.  Ickes.  During  what  period  of  time? 

Mr.  Chertoff.  January  and  February  of  1994? 

Mr.  Ickes.  I  can't  say  as  a  fact.  I  assume  so.  It's  a  name  that's 
certainly  familiar  to  me  and  it  may  well  have  come  up  during  that 
period  of  time. 

Mr.  Chertoff.  He,  in  fact,  had  been  your  client  when  you  were 
in  private  practice.  Correct? 

Mr.  ICKES.  In  what  respect? 

Mr.  Chertoff.  Well,  was  there  a  company  named  POM,  that  you 
did  legal  work  for  when  you  were  in  private  practice? 

Mr.  Ickes.  I  did.  For  a  very  short  period  of  time,  I  did  represent 
POM. 

Mr.  Chertoff.  Did  he  have  any  kind  of  relationship  with  POM? 

Mr.  Ickes.  I  know  what  I  read  in  the  papers,  that  he  did  appar- 
ently have  some  relationship  with  POM.  I  do  not  think  at  the  time, 
I'm  not  positive  of  this — this  was  a  long  time  ago,  so  you're  taxing 
a  frail  memory — that  he — POM  was  referred  to  me  by  Mrs.  Clinton. 
It  is  or  was  at  that  time,  in  the  mid-1980's,  a  maker  of  parking  me- 
ters, I  think  one  of  the  largest  in  the  country. 

Mrs.  Clinton  asked  me  to  represent  them  in  connection  with 
some  work  in  New  York.  It  was  a  very,  very  short  representation 
in  terms  of  time  and  modest  beyond  belief  in  terms  of  fees.  I  am 
not  at  all  sure  that  I  knew  at  that  time — I'm  not  saying  I  didn't — 
but  I'm  not  at  all  sure  that  I  knew  at  that  time  that  Seth  Ward 
was  connected  with  it. 

Mr.  Chertoff.  The  issue  of  POM,  didn't  it  in  fact  come  up  in  the 
whole  set  of  questions  raised  about  whether  there  was  a  conflict  of 
interest  with  the  Rose  Law  Firm? 

Mr.  Ickes.  It  may  have.  I  don't  recall,  but  it  may  well  have. 

Mr.  Chertoff.  Was  there  a  point  where  you  yourself  wondered 
whether  you  were  the  appropriate  person  to  be  involved  in  dealing 
with  this  issue  of  Rose  Law  Firm  conflicts  or  Whitewater,  when 
you  became  aware  of  the  fact  that  POM  and  Mrs.  Clinton  and  the 
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Rose  Law  Firm's  representation  of  POM,  had  in  fact  become  part 
of  what  was  being  looked  at  by  the  RTC  and  FDIC? 

Mr.  Ickes.  It  may  well  have  been.  As  I  sit  here  today,  I  have  no 
recollection  of  that,  Mr.  Chertoff.  But  I'm  not  saying  that  it  didn't 
come  up. 

Mr.  Chertoff.  Well,  when  was  the  period  of  time  that  you  rep- 
resented POM? 

Mr.  Ickes.  As  I  recall,  it  was  in  the  mid-1980's.  I'm  not  positive 
of  that,  but  I  think  it  was  in  the  mid-1980's. 

Mr.  Chertoff.  And  that  was  referred  to  you  by  Mrs.  Clinton? 

Mr.  Ickes.  It  was  referred  to  me  by  Mrs.  Clinton,  or  let  me  try 
to  be  more  precise.  It  was  referred  to  me  either  by  Mrs.  Clinton  or 
by  somebody  in  her  law  firm  who  used  her  name.  I  don't  recall  ex- 
actly which. 

Mr.  Chertoff.  Now  did  you  have  discussion  with  the  First  Lady 
concerning  the  RTC  or  FDIC  investigations  which  you  testified  ear- 
lier were  the  background  against  which  you  had  Mr.  Eggleston  pre- 
pare this  February  28th  memo? 

Mr.  ICKES.  Did  I  discuss  the  investigations? 

Mr.  Chertoff.  Yes. 

Mr.  Ickes.  Or  the  FDIC  and  the  RTC  investigations? 

Mr.  Chertoff.  Did  you  discuss  the  reports  with  her?  The  reports 
were  transmitted  up  the  line  attached  to  your  transmittal  letter 
and  Mr.  Eggleston's  memo. 

Mr.  Ickes.  Right. 

Mr.  CHERTOFF.  In  fact,  the  very  first  paragraph  of  your  March 
1st  transmittal  memo  talks  about  the  attachment  of  the  FDIC  re- 
port and  the  RTC  report.  Did  you  discuss  these  reports  with  Mrs. 
Clinton? 

Mr.  Ickes.  I  don't  recall  discussing.  I  may  well  have,  but  I  don't 
recall  discussing  the  reports  with  her. 

Mr.  Chertoff.  Did  you  review  the  reports  in  order  to  be  pre- 
pared to  discuss  it  with  her? 

Mr.  Ickes.  I  think  I  reviewed  the  reports.  I  do  not  recall  review- 
ing them  in  order  to  have  a  conversation  with  her  about  them.  I 
may  well  have  had  a  conversation.  I  don't  recall  having  one,  how- 
ever. 

Mr.  Chertoff.  Did  you  review  them  in  order  to  be  prepared  to 
have  a  conversation  with  her? 

Mr.  Ickes.  No.  I  think  I've  just  said  that  I  did  not. 

Mr.  Chertoff.  I  want  to  turn  your  attention  now  to  the  Gearan 
notes.  Before  I  move  into  this  section,  why  don't  I  wait  until  I  get 
a  fresh  10  minutes. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  Carol. 

OPENING  COMMENTS  OF  SENATOR  CAROL  MOSELEY-BRAUN 

Senator  Moseley-Braun.  Thank  you,  Mr.  Chairman. 

I  would  like  to  ask  a  question.  And  I  don't  know  if  it's  appro- 
priate to  ask  the  question  of  the  witness  or  of  the  Chair.  But  when 
I  was  home  this  last  weekend,  one  of  the  things  that  people  would 
ask  me  most  about  is  how  much  is  this  costing  the  taxpayers  and 
how  much  money  is  involved  in  this  whole  effort?  And  we  know 
from  just  the  kind  of  compilation  of  materials  by  this  Committee, 
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we've  already  spent  of  official  Government  money  about  $30  million 
on  these  hearings. 

The  Chairman.  No,  not  on  these  hearings. 

Senator  Moseley-Braun.  I'm  sorry.  On  this  issue,  the  total. 
Independent  Counsel,  $23  million 

The  Chairman.  Yes.  But  with  respect  to  the  Committee,  our  au- 
thorization, and  we  have  not  exceeded  that,  is  about  $900,000  that 
we  have  spent  to  date.  Our  total  authorization 

Senator  Moseley-Braun.  $1.3  million,  $1,350,000  for  the  Sen- 
ate? 

The  Chairman.  No.  I  think  it  was  $950,000. 

Senator  Sarbanes.  We  spent  $400,000  in  the  previous  Congress. 

Senator  Moseley-Braun.  Right. 

Senator  Sarbanes.  Then  another  $950,000  in  this  Congress. 

Senator  Moseley-Braun.  $1.3  million. 

The  Chairman.  $1.3  million. 

Senator  Moseley-Braun.  Then  the  Pillsbury  Report  was  about 
$3.6  million. 

The  Chairman.  Well,  that  was  not  this  Committee. 

Senator  Moseley-Braun.  I  understand. 

The  Chairman.  You  have  to  be  careful  because 

Senator  Moseley-Braun.  I  understand,  and  I  am  going  some- 
where else. 

The  Chairman.  Certainly. 

Senator  Moseley-Braun.  And  $24  million  for  the  Independent 
Counsel.  But  the  thing  that  really  got  me,  Mr.  Chairman,  and  I 
have  a  specific  question  to  ask  about  this,  this  fundraising  letter 
from  Citizens  United  is  a  fundraising  letter  from  the  people  that 
put  out  the  Willie  Horton  campaigns,  which  is  bad  enough.  But 
what  really  distresses  me,  Mr.  Chairman,  is  that  it  refers  to  a 
member  of  the  Senate  staff  working  on  this  Committee,  as  a,  "top 
investigator,"  for  this  fundraising  group. 

It  say,  "our  top  investigator  is  on  the  inside  working  on  this 
Committee."  Then  it  goes  on — wait,  let  me  find  that  part — "our 
Citizens  United  investigators,"  again  referring  to  investigators,  "in 
Washington  have  run  out  of  funds  and  must  pay  their  expenses.  So  i 
if  there's  any  way  you  can  please  send  some  money.  A  major  dona- 
tion of  $100,  $250,  $500,  or  $1,000  would  be  a  blow  to  the  White 
House,"  et  cetera. 

Now,  my  question  is  do  we  have  members  working  for  this  Com- 
mittee that  are  getting  paid  or  somehow  being  supported  by  this 
fundraising  group? 

The  Chairman.  The  first  I  heard  of  this  was  earlier  today,  even 
of  this  letter.  But  I  do  believe  that  my  colleague  is  correct  in  rais- 
ing the  question  whether  any  Members  of  this  Committee  or  any 
who  have  access  and  who  are  working  on  behalf  of  Senators  to  the 
Committee,  have  any  outside  employment  with  this  group  or  any 
other  groups.  And  I  will  ascertain  whether  that  is  the  case.  I  do 
not  believe  it's  the  case,  but  I  will  look  into  it. 

Senator  Moseley-Braun.  Well,  I'd  like 

The  Chairman.  No,  I'll  ask. 

Senator  Moseley-Braun.  I'd  like  the  letter  to  go  into  the  record, 
Mr.  Chairman,  or  the  fundraising  letter,  because  it's  4  pages.  But 
I  call  your  attention  particularly  on  the  first  page,  very  clear — our 
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top  investigator  is  on  the  inside  directing  the  probe.  Now  that's 
very  serious  business,  Mr.  Chairman.  I  have  to  believe  that  if  not 
only  taxpayer  dollars  are  going  for  this,  but  we  have  outside  groups 
out  fundraising  based  on  having  people  on  the  inside  of  this  Com- 
mittee involved  with  this,  we  have  another  set  of  major  problems 
that  I  think  warrant  your  looking  into. 

So  I  would  very  much  appreciate 

The  Chairman.  Senator,  I  have  just  made  inquiry.  But  I  will  get 
it  in  writing  so  that,  for  the  record,  we  can  indicate  what  the  em- 
ployment status  is  of  the  individual  raised.  But  I've  been  informed 
by  a  staffer — I  just  raised  the  question — that  the  individual  men- 
tioned does  not  and  is  not  employed  and  receives  no  compensation 
from  this  group. 

Senator  Moseley-Braun.  I  would  very  much  like  you  to  look  into 
that,  if  you  would. 

The  Chairman.  Yes,  certainly. 

Senator  Moseley-Braun.  I  look  forward  to  your  response.  I 
would  like  this  fundraising  business  to  go  into  the  mail.  It's  really 
scurrilous,  in  my  opinion.  But  the  idea 

The  Chairman.  Well,  if  you  notice,  and  I  mentioned  before  that 
they  attack  just  about  everything  that  moves  in  order  to  raise 
funds.  That's  not  unusual. 

Senator  Moseley-Braun.  Yes,  I  understand. 

The  Chairman.  The  Chairman  himself  also  has  been  attacked. 

Senator  Moseley-Braun.  The  real  issue  of  concern  is  whether  or 
not  this  fundraising  group  has  somebody,  "on  the  inside  directing 
the  probe." 

The  Chairman.  Certainly. 

Senator  MOSELEY-BRAUN.  And  so  if  you  would  look  into  that,  I 
would  appreciate  it.  I'll  yield  the  rest  of  my  time  back  to  Senator 
Sarbanes  or  to  Mr.  Ben-Veniste. 

Senator  Sarbanes.  Mr.  Chairman,  in  the  course  of  ascertaining 
the  employment  status,  I  think  we  also  need  to  ascertain  whether 
there's  any  relationship  there  that  would  enable  this  group  to  make 
this  assertion  in  this  fundraising  letter  on  the  basis  of  some  con- 
nection with  a  staff  member  of  the  Committee. 

The  Chairman.  Well,  Senator,  on  its  face 

Senator  Sarbanes.  No,  let  me  finish,  Mr.  Chairman. 

The  Chairman.  Certainly. 

Senator  Sarbanes.  The  treatment  of  you  in  the  fundraising  let- 
ter is  180-degrees  different  than  the  treatment  of  the  staff  member. 
They're  focusing  on  you  for  people  to  direct  these  petitions  to  you 
and  also,  at  the  same  time,  they  tell  them,  don't  just  do  the  peti- 
tion. Send  us  money.  So  they  have  this  set-up  here  where  they  sign 
a  petition  that  they  send  in  to  them,  which  is  then,  I  think,  to  be 
transmitted  to  you,  and  at  the  same  time,  they're  to  make  a  con- 
tribution. But  the  use  of  the  staff  person  is  asserting  that  they 
have  an  inside  into  the  investigation  that's  taking  place  here. 

Senator  Moseley-Braun.  Directing  the  investigation. 

Senator  Sarbanes.  Pardon? 

Senator  Moseley-Braun.  Directing  the  investigation. 

The  Chairman.  Well,  we  know  that's  not  true.  I  mean,  that's  just 
lot  true. 
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Senator  Sarbanes.  But  that's  the  assertion,  and  they  are  using 
that,  obviously,  as  a  basis  for  their  fundraising.  Now  they  may  be 
completely  misstating  things,  but  I  think  it's  important  to  look  into 
them  in  order  to  ascertain  what  the  situation  is.  It's  made  more 
complicated  because  it  is  my  understanding  that  Mr.  Bossie  did 
have  a  relationship  with  this  organization  over  quite  a  period  of 
time  and  was  a  very  important  and  essential  part  of  its  function- 
ing. So  I  think  there  is  something  that  needs  to  be  examined  here. 

Senator  Moseley-Braun.  Again,  I  yield  the  rest  of  my  time  to 
Mr.  Ben-Veniste. 

Thank  you. 

The  Chairman.  First,  I  make  the  observation  again  that  I  have 
ascertained  that  the  staffer  no  longer  has  a  relationship,  nor  did 
he  ever  have  a  relationship  once  he  terminated  with  that  group. 

Second,  as  it  relates  to  the  claims  made  by  the  group,  there  are 
groups  that  make  claims  every  day.  I  don't  think  the  Committee 
can  or  should  be  in  the  position  of  attempting  to  ascertain  the  reli- 
ability of  the  claims  that  various  groups  make,  or  the  accuracy  of 
their  statements. 

Certainly,  as  it  relates  to  whether  somebody  is  employed,  that  is 
absolutely  something  that  we  will  do.  I've  learned  again  that  that 
person — and  I've  learned  it  verbally — has  no  connection  with  this 
particular  group  at  this  time.  But  I  will  get  that  in  writing  with 
definiteness  and  make  it  part  of  the  record  and  submit  it 

Senator  Dodd.  Mr.  Chairman. 

Senator  Sarbanes.  Mr.  Chairman. 

Senator  Dodd.  If  I  might  inquire  as  well  on  this  point.  We've  had 
a  couple  of  occasions  when — because  we  have  a  lot  of  sensitive  ma- 
terial that  Counsel  has  to  deal  with.  It's  a  question,  too,  whether 
or  not  anybody  has  access  to  that  information  and  then  snares  that 
information. 

I  think  that,  because  of  the  prior  relationship  and  given  the  very 
public  nature  of  this  fundraising  request  and  the  particular  note  of 
the  relationship,  there  have  been  instances  where  we  have  seen 
leaks  and  so  forth. 

The  Chairman  has  been  very  firm  on  the  issue,  and  I  commend 
him  for  it,  on  warning  people  about  what  happens  if  they're  caught 
releasing  or  giving  out  information.  And  I  realize  that  the  most  im- 
portant one  would  be  whether  or  not  you  have  a  financial  relation- 
ship. But  I  would  respectfully  inquire  as  to  whether  or  not  any  in- 
formation gets  shared. 

Given  the  previous  history  here,  that  becomes  a  means  by  which 
information  is  then  pumped  into  a  letter  and  becomes  part  of  the 
fundraising  technique  as  well. 

The  Chairman.  Well,  let  me  say  that  I  will  make  it  a  point  to 
ascertain  whether  information,  nonpublic  information,  has  been 
shared  and  we  will  make  it  a  point,  and  I  think  we've  said  this  to 
all  of  our  staffers,  that  we  expect  nonpublic  information  not  to  be 
shared  with  anyone. 

Senator  Dodd.  You've  been  very  good  on  that.  Appreciate  it. 

The  Chairman.  We  have  been  pretty  fortunate.  There  have  been 
some  unfortunate  slips.  I  think  sometimes  people  try  to  curry  favor 
with  one  another.  But  I  think,  basically,  the  Committee  staff  has 
done  a  good  job  on  both  sides. 
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I  will  now  recognize  Mr.  Chertoff. 

Senator  Moseley-Braun.  Mr.  Chairman,  no,  no.  Please,  if  I  may, 
before  you  go  to  Mr.  Chertoff. 

The  Chairman.  Certainly. 

Senator  Moseley-Braun.  I  understand  this  is  the  Senate  and  we 
say  nice  things  and  call  each  other,  my  friend,  as  we  say  nasty 
things  about  each  other  sometimes.  But  the  fact  of  the  matter  is 
that  this  is  a  very  serious  statement.  It's  a  very  serious  statement 
that  goes  to  the  heart  of  this  body. 

I  am  very  concerned,  not  only  about  the  remuneration,  which  is 
more  than  just  a  salary,  but  this  statement  is  that  this  group's  top 
investigator  is  on  the  inside.  Now,  I  think  we  have  to  look  at  the 
relationship  issue  here  as  well. 

The  Chairman.  I  said  we  would. 

Senator  Moseley-Braun.  We  know  we  have  had  problems  with 
leaks  and  the  like.  But  leaks — obviously,  if  an  outside  group's  top 
investigator  is  on  the  inside,  it  kind  of  goes  without  saying  that 
that's  probably  where  some  of  the  leaks  come  from.  But  the  point 
I  think  is  that  it  undermines  all  the  other  good  work  of  the  other 
good  staff,  people  who  are  trying  to  do  their  job  and  trying  to  be 
faithful  to  their  responsibilities  to  the  Senate  and  to  this  Commit- 
tee, if  we  have  someone  who  can  be,  even  in  any  stretch  of  the 
imagination,  described  by  an  inflammatory  group  or  an  inflam- 
matory statement  by  a  group  like  this,  as  our  top  investigator,  on 
the  inside. 

That's  very  troubling  to  me.  And  I  would  very  much  like  you  to, 
when  you  ask  the  question,  you  probe  as  much  as  you  can  into  the 
nature  of  the  relationship,  if  the  relationship  has  terminated,  when 
it  terminated,  what  was  the  relationship  before,  whether  or  not  the 
Members  of  this  Committee  knew  about  that  relationship  before 
this  individual  started  working  on  the  inside.  I  think  those  are  very 
pertinent  questions  to  an  issue  that  we  have  spent  this  much  time 
and  money  getting  at. 

The  Chairman.  Let  me  say  that  I  will  take  the  Senator's  ques- 
tions that  you  want  answered  and  they  will  be  asked  exactly  in  the 
manner  that  you  have  just  enunciated.  So  I'm  not  going  to  attempt 
to  repeat  verbatim.  But  I'm  going  to  take  that  from  the  record  and 
this  way  we'll  have  that. 

I  will  note  for  the  record,  though,  that  the  individual  in  question, 
I  have  been  informed,  has  terminated  his  relationship  prior  to  com- 
ing to  work  for  one  of  the  Senators  on  this  Committee,  does  not 
work,  per  se,  for  the  Special  Committee,  but  works  for  one  of  the 
Senators.  He's  on  his  personal  staff.  I  think  that's  an  important 
point  to  make.  But  I  also  believe  that  the  questions  put  forth  by 
the  Senator  are  important  to  ascertain.  We  will  ascertain  them. 

Senator  Moseley-Braun.  But,  Mr.  Chairman,  if  he  is  on  the 
Federal  payroll,  he  can't  be  described  as  a  top  investigator  for  this 
group  that's  asking  people  to  send  in  $1,000. 

The  Chairman.  You  know,  Senator,  now  we're  trying  to  evaluate 
the  validity  of  their  remarks.  I  don't  believe  they're  accurate. 

Senator  Moseley-Braun.  Well,  we  can  get  the  validity  from  the 
statement  that  you're  going  to  get. 

The  Chairman.  I'm  going  to  do  that. 

Senator  Moseley-Braun.  And  I  believe  you  are.  Thank  you. 
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The  Chairman.  I'm  going  to  do  that.  I'm  going  to  ask  exactly  the 
questions  that  you  put  forth  in  terms  of  what  was  the  relationship, 
has  it  been  terminated,  when  was  it  terminated,  and  we'll  get  an 
answer  for  the  Committee.  The  Committee  is  entitled  to  that. 

Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Mr.  Ickes,  I  want  to  ask  you,  before  we  resume  with  what  we 
have  been  talking  about,  since  we  have  you  here,  your  name  crops 
up  as  someone  who  may  have  been  in  the  residence  during  the  pe- 
riod of  the  latter  part  of  July  1995,  into  the  middle  part  of  August, 
1995.  So  I  am  going  to  ask  you  a  question  that  we  have  asked 
other  people.  Have  you  ever  been  in  a  room  which  is  described  as 
the  Book  Room  on  the  third  floor  of  the  residence?  Namely,  a  loca- 
tion in  which  there  are  books,  gifts,  and  other  things  of  that  sort? 
And  I  will  confine  myself  to  the  time  period  to  include  July  and  Au- 
gust, 1995. 

Mr.  Ickes.  The  answer  is  no. 

Mr.  CHERTOFF.  Have  you,  before  January  4,  1996,  seen  these  bill- 
ing records  of  the  Rose  Law  Firm?  And  I'll  send  them  down  to  you 
to  look  at.  For  the  record,  these  are  the  billing  records  which  were 
furnished  to  the  Committee  in  early  January  of  this  year. 

Mr.  Ickes.  Mr.  Chertoff,  I  don't  recall  ever  seeing  these  before. 
Unless  one  was  printed  in  a  newspaper 

Mr.  Chertoff.  But  putting  aside  the  newspapers. 

Mr.  Ickes.  Yes.  I  don't  recall  ever  seeing  those  before. 

Mr.  Chertoff.  Do  you  have  any  knowledge  about  how  billing 
records  came  to  be,  putting  aside  what  you  have  read  in  the  papers 
or  heard  on  the  media,  do  you  have  any  knowledge  of  how  the  bill- 
ing records  came  to  in  the  Book  Room  in  the  summer  of  1995? 

Mr.  Ickes.  I  have  no  knowledge. 

Mr.  Chertoff.  Now  let  me  direct  your  attention,  Mr.  Ickes,  to 
the  notes  that  Mr.  Gearan  made,  in  particular,  of  a  meeting  on 
January  7,  1994,  which  are  contained,  in  particular,  on  pages 
20576  and  20577. 

Mr.  Ickes.  OK.  I  have  those,  Mr.  Chertoff. 

Mr.  Chertoff.  Now  to  just  set  the  context,  on  20576,  attributed 
to  you  is  the  statement,  "Beverly  Bassett  is  so  f— ing  important,  if 
we  f—  this  up,  we're  done."  Do  you  dispute  that  you  made  that 
statement? 

Mr.  Ickes.  I  don't  recall  making  the  statement.  On  the  other 
hand,  this  is  what  Mr.  Gearan's  notes  show. 

Mr.  Chertoff.  Do  you  agree  that  you  believed  at  the  time  in 
substance  that  "Beverly  Bassett  was  f— ing  important,  if  we  f— 
this  up,  we're  done"?  Does  that  reflect  the  sentiment  or  belief  you 
had  at  that  period  of  time  when  you  were  having  discussions  with 
the  Whitewater  Response  Team? 

Mr.  Ickes.  As  I  sit  here  today,  Mr.  Chertoff,  I  don't  recall  having 
those  sentiments.  I  do  concede  or  I  agree  that  she  was  important 
because  we  were  being  asked  a  lot  of  questions  by  reporters  about 
her.  There  were  editorials  about  her.  So  the  fact  is  that  since  she 
was  being  talked  about  in  the  press,  we  were  being  peppered  by 
the  press  with  questions,  she  was  important. 

Mr.  Chertoff.  Now  then,  on  the  next  page,  still  attributed  to 
you — and  the  way  Mr.  Gearan  organizes  his  notes,  there's  an  attri- 
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bution  and  a  dash  and  then  text.  On  this  last  page,  there's  an  attri- 
bution to  you  and  a  dash  and  then  the  next  attribution  is  at  the 
bottom,  Quinn  dash  arm's  length.  Did  Mr.  Quinn  attend  these 
meetings  of  the  Whitewater  Response  Team? 

Mr.  Ickes.  Not  that  I  recall.  I'm  not  saying  that  he  didn't,  but 
I  literally  have  no  recollection  of  his  attending  those. 

Mr.  Chertoff.  Focusing  on  what's  attributed  to  you,  it  indicates, 
we  can't  send  PB,  BL,  MW.  It  will  come  out.  I  take  it  your  position 
at  the  meetings  was  that  you  didn't  want  to  have  someone  from  the 
White  House  or  someone  closely  associated  with  the  White  House 
going  down  to  talk  to  Ms.  Bassett  because  it  would  come  out  and 
be  embarrassing  in  some  way? 

Mr.  Ickes.  As  I've  testified  before,  Mr.  Chertoff,  earlier  today,  my 
concern  was  that  there  was  nothing  illegal  with  anyone  contacting 
Ms.  Bassett,  but  if  somebody  from  the  White  House  did  contact  her, 
it  could  be  used  politically  or  from  a  public  relations  point  of  view 
in  a  very  adverse  way. 

Mr.  Chertoff.  How  would  it  be  adverse? 

Mr.  Ickes.  What? 

Mr.  Chertoff.  How  would  it  be  adverse? 

Mr.  ICKES.  Because  people  would  say — my  concern  was  that  some 
people  could  say  that  these  contacts  for  the  purpose  of  trying  to  in- 
fluence her.  Influence  her  in  what  way?  Who  knows?  I  mean,  what 
she  had  said  was  she  had  told  the  truth,  as  far  as  we  knew,  that 
she  had  done  nothing  wrong,  notwithstanding  the  allegations  that 
were  being  raised  in  editorials  in  December  1993  and  early  1994. 
But  it  was  my  view,  better  not  to  have  somebody  from  the  White 
House  go  and  contact  her. 

Mr.  Chertoff.  So  your  belief  was  that  if  someone  from  the 
White  House  were  in  touch  with  her  or  were  known  to  be  in  touch 
with  her,  that  could  create  an  appearance  that  there  was  an  effort 
to  influence  her.  Is  that  your  basic  thrust? 

Mr.  Ickes.  I  was  concerned  that  some  people  could  raise  that  as 
an  issue. 

Mr.  Chertoff.  So  your  position,  then,  was  no  one  acting  on  be- 
half of  the  White  House  ought  to  try  to  contact  her. 

Mr.  ICKES.  I  thought  it  was  the  better  part  of  discretion  not  to. 

Mr.  Chertoff.  But  then  the  conversation  goes  on  to  say,  item  by 
item,  make  sure  her  story  is  OK.  What  does  that  mean?  What  does 
that  refer  to? 

Mr.  Ickes.  Well,  again,  I  didn't  write  those  words,  Mr.  Chertoff. 
As  I've  testified  before  today,  we  wanted  to  make,  we  were  being 
asked  a  lot  of  questions  about  her  and  her  decisions  or  rulings, 
whatever  one  wants  to  call  them. 

Major  newspapers  were  raising  serious  questions  as  to  whether 
there  had  been  arm's-length  treatment  by  her  with  respect  to 
Madison  Guaranty,  especially  since  Mrs.  Clinton's  law  firm  was 
then  representing  Madison  Guaranty.  We  wanted  to  make  sure 
that  we  knew  what  the  facts  were  to  the  extent  possible.  I  think 
that  Mr.  Siewert's  memorandum  is  evidence  of  that. 

Mr.  Chertoff.  Then  there's  a  notation  of  make  sure  her  story's 
OK.  There's  a  list  of  three  possible  people — Tisdale  in  Lindsey  firm, 
Skip,  and  PB  friend  New  York  lawyer.  Is  it  your  testimony  that 
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those  were  people  who  were  going  to  make  sure  her  story  was  le- 
gally correct? 

Mr.  Ickes.  No,  that's  not  my  testimony.  In  fact,  I've  testified  just 
to  the  opposite  earlier  today. 

Mr.  Chertoff.  What  was  their  job? 

Mr.  Ickes.  What? 

Mr.  Chertoff.  What  was  their  function  going  to  be? 

Mr.  Ickes.  I  don't  know  what  their  function  was  going  to  be.  As 
I  testified  earlier  today,  Mr.  Chertoff,  I  don't  know  whether  I  raised 
those  names  or  whether  other  people  raised  those  names.  There 
were  a  number  of  people  in  these  meetings  and  I  suspect  that 
other — first  of  all,  I  didn't  write  this.  Second  of  all,  other  people 
may  well  have  raised  these  as  names  as  people  who  might  possibly 
contact  her. 

Mr.  Chertoff.  For  what  reason? 

Mr.  Ickes.  What? 

Mr.  Chertoff.  For  what  reason? 

Mr.  ICKES.  We  wanted  to  find  out  as  much  information  as  pos- 
sible, Mr.  Chertoff.  There  was  nothing  illegal  in  contacting  her  and 
we  wanted  to  find  out  as  much  information  as  possible  about  the 
facts  and  circumstances.  The  fact  that  the  Siewert  memorandum  is 
evidence  of  that 

Mr.  Chertoff.  Wait  a  minute,  Mr.  Ickes.  You're  straying  outside 
the  bounds  of  the  question.  The  question  is  really  very  simple.  Your 
testimony  is  you  take  the  position  no  one  ought  to  contact  her  be- 
cause it  could  create  an  appearance  problem  with  some  people.  But 
then  in  the  same  conversation,  the  issue  arises  of  alternative  peo- 
ple who  might  contact  her.  And  the  only  difference  seems  to  be 
whether  they're  people  who  are  obviously  affiliated  with  the  White 
House  or  whether  they're  people  whose  affiliation  with  the  White 
House  is  remote  and  might  not  be  detected. 

Mr.  ICKES.  Mr.  Chertoff,  I  don't  know  who  raised  those  names. 
I  didn't  take  those  notes.  It's  not  at  all  clear  to  me  that  I  raised 
those  names.  Others  may  have  raised  them. 

Mr.  Chertoff.  Do  you  think  you  didn't  hear  this  part  of  the  con- 
versation? 

Mr.  Ickes.  What? 

Mr.  Chertoff.  Do  you  think  you  didn't  hear  this  part  of  the  con- 
versation? 

Mr.  Ickes.  I  don't  know  whether  I  heard  this  part  of  the  conver- 
sation or  not.  All  I'm  telling  you  is  that  I  didn't  take  those  notes. 
I  don't  know  whether  I  raised  those  names  or  not.  There  were  a 
number  of  other  people  in  the  room. 

Mr.  Chertoff.  Did  you  chime  in  when  someone  said,  well,  let's 
send  somebody  from  Arkansas  to  talk  to  her? 

Mr.  Ickes.  I  think  my  general  position  was  better  not  to  have 
people  contact  Ms.  Bassett. 

Mr.  Chertoff.  In  fact,  Mr.  Rutherford  did  contact  Ms.  Bassett; 
is  that  right? 

Mr.  Ickes.  According  to  this  newspaper  article,  apparently,  he 
did. 

Mr.  Chertoff.  And  your  testimony 


1965 

Mr.  Ickes.  But  I  point  out  that  they  live  in  the  same  town,  they 
live  in  the  same  State,  and  I  suspect  that  they've  known  each  other 
for  many,  many,  many,  many  years. 

Mr.  Chertoff.  Your  testimony  is  that  you  were  unaware  of  that? 

Mr.  Ickes.  To  the  best  of  my  recollection,  I  will  testify  to  the  best 
of  my  recollection  as  I  sit  here  today.  I  was  unaware  of  it. 

Mr.  Chertoff.  Mr.  Tisdale  contacted  her  and  you  were  unaware 
of  that,  too? 

Mr.  Ickes.  To  the  best  of  my  recollection  as  I  sit  here  today. 

Mr.  Chertoff.  PB  is  that  Paul  Begala,  or  in  this  context,  is  it 
Paul  Berry? 

Mr.  Ickes.  Paul,  who? 

Mr.  Chertoff.  Berry — B-e-r-r-y. 

Mr.  Ickes.  I  don't  recognize  the  latter  name.  It  could  be  either 
one.  I  don't  recognize  Paul  Berry's  name. 

Mr.  Chertoff.  Berry — B-e-r-r-y. 

Mr.  Ickes.  B-e-r-r-y? 

Mr.  Chertoff.  Yes. 

Mr.  Ickes.  I  don't  recognize  that  name.  But  it  could  be  Paul 
Begala. 

Mr.  Chertoff.  You  don't  recognize  Paul  Berry  to  be  someone 
who  has  known  the  President  for  a  long  time  from  back  in  Arkan- 
sas? 

Mr.  Ickes.  I  do  not  recognize  the  name,  Mr.  Chertoff. 

Mr.  Chertoff.  Were  you  present  in  the  White  House  when  Ms. 
Bassett  was  a  visitor  there  in  January  1994,  would  have  been  in- 
vited to  attend  a  movie  screening? 

Mr.  Ickes.  Was  I  present  in  the  White  House? 

Mr.  Chertoff.  Yes. 

Mr.  Ickes.  I  was  employed  by  the  White  House. 

Mr.  Chertoff.  Were  you  present  with  her  or  were  you  aware  of 
the  fact  that  she  was  at  the  White  House  in  January  1994,  attend- 
ing a  movie  screening  with  the  President? 

Mr.  Ickes.  At  the  time? 

Mr.  Chertoff.  Yes,  at  the  time. 

Mr.  Ickes.  Not  that  I  recall.  I  do  not  think  that  I  was  aware  that 
she  was  here. 

Mr.  Chertoff.  Did  you  become  aware  of  it  afterwards? 

Mr.  Ickes.  I  don't  recall  becoming  aware.  I  may  well  have. 

Mr.  Chertoff.  The  next  page  of  the  notes  is  a  conversation  the 
next  day.  And  you  report 

Mr.  Ickes.  You're  on  what  page?  I'm  sorry. 

Mr.  Chertoff.  I'm  on  20578. 

Mr.  Ickes.  OK. 

The  Chairman.  "7  January,  Mack's  office,  Whitewater,  attributed 
to  you.  To  try  to  reopen  it  is  impossible.  POTUS  can't.  Staff  can't. 
Christopher  to  talk  to  FLOTUS.  Bob  Barnett."  POTUS  is  the  Presi- 
dent of  the  United  States,  in  the  typical  vernacular  of  the  White 
House? 

Mr.  Ickes.  Yes.  Yes,  that's  the  vernacular. 

Mr.  Chertoff.  FLOTUS  is  the  First  Lady  of  the  United  States? 

Mr.  Ickes.  Yes,  that's  correct. 

Mr.  Chertoff.  You  reported  to  the  people  in  the  Whitewater  Re- 
sponse Team  on  this  date  that,  at  least  as  of  this  point  in  time,  it 
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was  impossible  to  reopen  the  question  of  an  Independent  Counsel 
with  the  First  Lady.  Is  that  correct? 

Mr.  Ickes.  I  wouldn't  say  I  reported  that.  Again,  these  are  not 
my  notes.  These  are  not  in  quotes.  These  are  characterizations  and 
notes  taken  by  Mr.  Gearan.  But  there  is  no  question  that  at  that 
time  the  First  Lady  had  extraordinarily  grave  reservations  about 
the  appointment  of  a  Special  Counsel  for  the  reasons  that  I've  al- 
ready articulated.  And  I  think  it  is  fair  to  say  that  the  President 
shared  to  some  extent  in  that  view. 

Mr.  Chertoff.  The  note  indicates,  though,  that  the  President 
himself  couldn't  reopen  the  issue  with  the  First  Lady.  Is  that  true? 

Mr.  Ickes.  Well,  again,  I  don't  recall  saying  that.  That's  Mr. 
Gearan's  notes. 

Mr.  Chertoff.  Is  it  true?  Is  that  in  fact  the  case? 

Mr.  Ickes.  Is  what  true? 

Mr.  Chertoff.  That  the  President,  at  least  as  of  January  7th, 
was  himself  unable  to  reopen  this  question  of  the  Independent 
Counsel,  the  Special  Counsel,  with  the  First  Lady? 

Mr.  Ickes.  First  of  all,  I  don't  know,  number  one. 

Mr.  Chertoff.  You  don't  know. 

Mr.  Ickes.  Number  two  is  that  he  is  the  President  and  he  was 
the  one  who  ultimately  instructed  his  Counsel,  Bernard  Nussbaum, 
to  ask  the  Attorney  General  to  appoint  a  Special  Counsel. 

Mr.  Chertoff.  But  my  question  was,  as  of  this  point  in  time, 
several  days  before  that  letter  was  written  to  the  Attorney  General, 
was  the  state  of  play  such  that  the  President  himself  was  unable 
to  reopen  this  question  with  the  First  Lady? 

Mr.  Ickes.  Mr.  Chertoff,  I  didn't  write  the  notes.  I  don't  know 
what  the  phrase,  reopened  it,  means.  He  is  the  President  of  the 
United  States.  He  made  the  decision  to  request  Special  Counsel 
and  Special  Counsel  was,  in  fact,  appointed. 

Mr.  Chertoff.  Did  Warren  Christopher  get  asked  to  talk  to  the 
First  Lady? 

Mr.  Ickes.  I  have  no — I  don't  know  whether  he  did  or  whether 
he  didn't. 

Mr.  Chertoff.  Was  he  asked  to  talk  to  the  First  Lady? 

Mr.  Ickes.  I  testified  just  a  moment  ago.  I  don't  know  whether 
he  was  or  whether  he  wasn't. 

Mr.  Chertoff.  So  you  didn't  ask  him. 

Mr.  Ickes.  I  have  no  recollection  of  asking  the  Secretary  to  talk 
to  Mrs.  Clinton. 

Mr.  Chertoff.  Did  someone  say  to  you  that  they  were  going  to 
ask  Mr.  Christopher  to  talk  to  the  First  Lady? 

Mr.  Ickes.  They  may  well  have.  I  don't  recall. 

Mr.  Chertoff.  Later,  at  the  bottom  of  the  notes,  and  this  goes 
back  to  that  discussion  or  series  of  questions  we  had  earlier  con- 
cerning the  memo  where  one  of  the  objections  to  a  Special  Counsel 
was  the  notion  of  such  a  person  squeezing  friends  and  associates 
of  the  President. 

Mr.  Ickes.  OK.  You're  on  what  page?  I'm  sorry,  Mr.  Chertoff. 

Mr.  Chertoff.  I'm  still  on  page  20578. 

Mr.  Ickes.  Seven,  what? 

Mr.  Chertoff.  Page  20578. 

Mr.  Ickes.  78.  OK. 
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Mr.  Chertoff.  It's  the  same  page  we've  been  on. 

Mr.  Ickes.  Bear  with  me,  I'm  getting  there.  Got  it. 

Mr.  Chertoff.  It's  the  same  page  we've  been  on  for  the  last  few 
minutes.  You  don't  have  to  leave  it  yet.  I  want  to  remind  you  about 
the  testimony  we  had  a  little  earlier,  which,  one  of  the  arguments 
against  the  Special  Counsel  was  that  that  prosecutor  might 
squeeze  friends  and  associates  of  the  President  and  might  subject 
some  of  them  to  indictment.  There's  a  notation  at  the  bottom  where 
Mr.  Nussbaum  talks  about  indictments  will  be  Betsey  Wright.  Do 
you  remember  Mr.  Nussbaum  saying  that? 

Mr.  ICKES.  I  don't  remember  Mr.  Nussbaum  saying  it.  All  I  know 
is  what  I  read  in  Mr.  Gearan's  testimony  about  that. 

Mr.  Chertoff.  So  you  have  no  independent  memory  about  that? 

Mr.  ICKES.  I  have  no  independent  memory. 

Mr.  Chertoff.  Did  you  attend  all  the  Whitewater  Response 
Team  meetings? 

Mr.  ICKES.  To  my  knowledge,  I  did. 

Mr.  Chertoff.  Again,  just  to  make  it  clear,  there  were,  at  least 
during  the  first  2-week  period,  at  least  one,  if  not  two,  a  day;  is 
that  right? 

Mr.  Ickes.  That's  correct. 

Mr.  Chertoff.  At  least,  would  you  agree  with  me  there  would 
have  been  in  the  first  half  of  January,  about  a  dozen  meetings? 

Mr.  Ickes.  I  don't  want  to  put  a  number  on  it.  There  were  a 
number  of  meetings. 

Mr.  Chertoff.  One  of  the  early  meetings  is  the  meeting  in 
which  Mr.  Nussbaum  described  the  difference  between  the  good- 
hearted  prosecutor  and  the  good-hearted  Nussbaum  and  the  bad- 
hearted  prosecutor.  Do  you  remember  that? 

Mr.  Ickes.  I  don't  recall  that.  All  I  know  about  that  is  what  I 
read  in  Mr.  Gearan's  testimony.  Again,  he  took  these  notes. 

I  just  want  to  point  out  to  you,  Mr.  Chertoff,  that  this  was  not 
the  only  thing  that  I  was  doing.  I  had  been  brought  down  and 
asked  to  join  the  White  House  staff  to  manage  the  health  care  ef- 
fort, which  was  a  mammoth  effort  I  knew  was  getting  very  much 
involved  in  that. 

So  this  was  not  the  only — I  understand  for  the  purposes  of  this 
Committee  that  you're  focused  very  much  entirely  on  this  effort 
here,  and  I'm  not  criticizing  you  for  that.  But  the  fact  of  the  matter 
was  I  usually  get  into  the  White  House  at  6:00  in  the  morning.  I 
often  do  not  leave  until  9:00  or  10:00  at  night. 

This  was  not  the  only  thing  that  I  was  involved  in.  It  was  a  seri- 
ous matter  and  I  was  paying  a  considerable  amount  of  attention  to 
it.  But  I  had  a  lot  of  other  things  that  I  was  paying  attention  to 
while  I  was  at  the  White  House  at  that  time,  including  the  upcom- 
ing general  elections. 

Mr.  Chertoff.  The  upcoming  general  elections?  You  were  paying 
attention  to  them  in  January  1994? 

Mr.  Ickes.  Indeed. 

Mr.  Chertoff.  For  the  upcoming  general  elections.  So  you  were 
paying  attention  to  that  in  January  1994? 

Mr.  Ickes.  Indeed. 
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Mr.  CHERTOFF.  Mr.  Ickes,  there  was  a  connection  in  your  mind 
actually  in  January  1994,  between  the  Whitewater  matter  and  the 
health  care  initiative.  Is  that  correct? 

Mr.  Ickes.  There  was  a  concern  about  the  focus  of  the  First 
Lady,  yes.  That  was  discussed. 

Mr.  CHERTOFF.  Did  Margaret  Williams  attend  meetings  of  the 
Whitewater  Response  Team? 

Mr.  Ickes.  I'm  sorry.  I  didn't  hear  you. 

Mr.  CHERTOFF.  Margaret  Williams.  Did  she  attend  meetings? 

Mr.  Ickes.  On  occasion.  I  don't  recall  her  as  attending  all  of 
them,  but  she  did  attend  some. 

Mr.  CHERTOFF.  She  was  a  regular  member  of  the  Whitewater  Re- 
sponse Team  group? 

Mr.  Ickes.  I  don't  know  what  you  mean  by  "regular."  As  I  testi- 
fied, to  my  best  recollection,  she  did  not  attend  all  of  them,  but  she 
attended  some. 

Mr.  Chertoff.  I  want  to  go  back,  but  I  have  run  out  of  time.  I'll 
go  back  to  your  deposition. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Ickes,  when  did  you  come  down  and 
begin  your  responsibilities  at  the  White  House? 

Mr.  Ickes.  As  I  recall,  Senator,  I  came  down  on  the  first  Monday 
in  January.  I  think  it  was  literally  the  first  working  day  of  the  first 
week  in  January  1994. 

Senator  Sarbanes.  As  soon  as  you  arrived,  this  Whitewater  issue 
and  the  question  of  appointing  a  Special  Counsel  was  front  and 
center  in  the  press,  was  it  not? 

Mr.  Ickes.  It  was.  And  I  knew  very  little  about  it. 

Senator  Sarbanes.  The  suggestion  or  the  innuendo  is,  since  this 
group  was  meeting  every  day,  that  somehow  there's  something 
wrong  with  that.  But  on  January  3rd,  there  is  an  article  in  the 
press  reporting  on  Senator  Dole's  appearance  on  NBC  the  day  be- 
fore, on  Sunday,  where  he  accused  Reno  of  dragging  her  feet  on  ap- 
pointment of  an  Independent  Counsel,  and  said,  "It  is  high  time 
that  she  did  what  she  knows  she  should  do." 

Dole — and  this  is  the  article — is  angry  at  a  lengthy  probe  of  the 
Iran-Contra  affair  during  the  Reagan  Administration,  has  led  a 
GOP  effort  on  Capitol  Hill  to  block  reinstatement  of  the  post- Wa- 
tergate law  providing  for  court  appointment  of  Independent  Coun- 
sel to  investigate  wrongdoing  by  high-level  Government  officials.  In 
fact,  Senator  Dole  and  others  were  quite  outspoken  in  their  opposi- 
tion to  the  Independent  Counsel.  He  was  quoted  as  saying: 

In  far  too  many  instances,  the  investigations  conducted  by  Independent  Counsels 
have  turned  out  to  be  partisan  political  fishing  expeditions,  expeditions  which  have 
accomplished  nothing  more  than  wasting  millions  of  tax  dollars. 

Another  time,  he  said: 

The  statute  placed  no  limits  on  the  amount  of  time  and  money  an  Independent 
Counsel  can  spend  on  his  target,  nor  does  it  monitor  the  motives  behind  the  coun- 
sel's actions.  It  has  allowed  someone  like  Lawrence  Walsh  to  go  down  every  blind 
alley  pursuing  more  conspiracy  theories  than  Oliver  Stone. 

Now  nevertheless,  with  these  misgivings  about  the  Independent 
Counsel  that  involved  redoing  the  statute — and  that  was  not  then 
in  place — Dole  said  yesterday: 
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Without  the  law,  Reno  could  use  her  authority  as  Attorney  General  to  appoint  an 
outside  counsel  to  handle  the  case,  which  is  currently  being  investigated  by  career 
Government  employees. 

A  similar  proposal  was  made  by  Representative  Leach. 
Justice  Department  spokesman  Carl  Stern  said: 

Anyone  Reno  appointed  would  be  under  her  supervision  and  influence  rather  than 
serving  independently  by  court  appointments,  as  the  law  intended.  Unlike  Dole, 
Reno  supports  restoration  of  the  Independent  Counsel  law,  which  was  approved  late 
last  year  by  the  Senate,  and  slated  for  consideration  this  year  by  the  House. 

This  was  on  the  agenda,  in  effect,  when  you  arrived,  was  it  not? 

Mr.  Ickes.  Very  much  so,  Senator;  so  much  so  that  Mack 
McLarty  asked  me,  barely  after  I  had  stepped  off  the  plane  into  the 
White  House,  to  devote  a  lot  of  attention  to  it. 

Senator  Sarbanes.  In  fact,  the  attention  was  heightened  on  the 
11th  of  January  with  a  letter  from  Senator  Dole  and  the  Chairman 
and  others  to  Attorney  General  Reno  saying: 

We  regret  that  you  have  rejected  Congressional  requests  to  appoint  a  Special 
Counsel  to  examine  the  allegations  of  potential  misconduct  that  have  recently  sur- 
faced. 

Then  goes  on  to  urge  her  to  go  ahead  and  appoint  a  Special 
Counsel,  which  was,  of  course,  the  very  issue  that  was  being  dis- 
cussed by  your  group  over  this  period  of  time.  Is  that  correct? 

Mr.  Ickes.  Exactly.  Senator,  if  one  had  a  compilation  of  the  edi- 
torial opinions  at  that  time  from  across  the  country,  there  was  a 
growing  drumbeat  from  major  newspapers,  starting  with  The  New 
York  Times,  The  Washington  Post,  The  Wall  Street  Journal,  and 
papers  further  west,  to  have  Special  Counsel  appointed. 

Senator  Sarbanes.  Now  on  the  12th  of  January,  the  Counsel  to 
the  President,  Mr.  Nussbaum,  sent  a  letter  to  Janet  Reno,  and  I 
quote  it: 
Dear  Madam  Attorney  General: 

The  President  has  directed  me  to  request  you  to  appoint  as  Special  Counsel  a  re- 
spected, impartial  and  qualified  attorney  who  is  not  a  Member  of  the  Department 
of  Justice  or  an  employee  of  the  Federal  Government,  to  conduct  an  appropriate 
independent  investigation  of  the  Whitewater  matter  and  report  to  the  American 
people. 

That  was  on  January  12th.  And  as  I  understand  it,  Attorney 
General  Reno,  I  think,  on  the  20th  if  I'm  not  mistaken,  announced 
the  appointment  of  a  Special  Counsel.  Is  that  correct? 

Mr.  Ickes.  That's  my  recollection.  I  think,  Senator  although  I  do 
not  have  that  letter  in  front  of  me,  that  there  was  in  no  way  any 
restrictions  requested  with  respect  to  scope  or  anything  else. 

Senator  Sarbanes.  That  is  a  good  point,  because  that  was  pur- 
sued earlier  with  a  suggestion  that  there  was  an  effort  to  perhaps 
intrude  in  upon  the  authorities  of  the  Attorney  General  in  this 
matter.  This  is  the  letter  and  it's  very  short,  two-paragraphs.  I 
read  the  first  paragraph.  The  second  paragraph  says: 

In  view  of  the  gravity  of  the  President's  responsibilities  and  the  need  for  a  prompt 
resolution,  I  respectfully  request  that  this  investigation  be  conducted  as  expedi- 
tiously as  possible. 

Very  truly  yours, 

Bernard  Nussbaum,  Counsel  to  the  President. 

That's  the  extent  of  the  letter  that  went  to  the  Attorney  General 
requesting  the  appointment  of  a  Special  Counsel. 
Senator  Dodd. 
Senator  Dodd.  I  thank  my  colleague. 
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I  guess  I  was  struck — I  had  forgotten  this.  You  said  it  was  the 
first  Monday  in  January  you  joined  the  White  House  in  1994? 

Mr.  Ickes.  As  I  recall,  Senator  Dodd,  it  was  not  graven  in  my 
mind,  but  I  think  it  was  the  first  Monday  of  January  1994. 

Senator  Dodd.  So  when  we  look  at  all  these  notes  and  memos 
now  that  we've  gone  over  here  ad  nauseam  here  today  of  this  5th, 
6th,  7th,  8th  of  January,  you'd  been  at  the  White  House  all  of  a 
maximum  of  7  days,  maybe  less. 

Mr.  Ickes.  Not  only  that,  I  probably  knew  less  about  Whitewater 
than  anyone  around.  I  found  it  completely — unlike  my  wife,  who 
followed  it  closely — I  found  it  very,  very  confusing.  And  it  took  too 
much  time  to  read  all  the  accounts  in  the  newspapers.  So  I  literally 
had  read  one  or  two  articles  about  it. 

Senator  Dodd.  Again,  I  think  there's  the  assumption  probably  by 
an  awful  lot  of  people  that  you  had  been  in  the  White  House  going 
back  to  the  very  first  days  of  the  Administration.  So  in  fact,  all  of 
this  swirling  information  around — you  were  hurled  into  this;  so  a 
lot  of  the  names  of  the  people  they  are  talking  about,  the  Carvers 
and  so  forth — I  was  wondering  myself  I  guess,  a  while  back,  why 
you  might  not  know  these  people.  Now  I  know  why  you  didn't  know 
them.  You  hadn't  really  been  here  before. 

Mr.  Ickes.  I'd  come  up  with  the  President  very  early  in  the  Ad- 
ministration, not  in  an  official  capacity,  and  then  had  gone  back  to 
New  York.  But  this  was  literally  the  first  week  I  was  there.  And 
again,  I  want  to  emphasize  this  was  not  the  only  thing  that  was 
under  my  jurisdiction.  I  had  the  political  apparatus  of  the  White 
House  under  my  jurisdiction,  and  most  importantly,  or  as  impor- 
tantly, the  President's  health  care  initiative,  which  was  this  very 
important  issue  that  we  were  trying  to  move  at  that  point. 

Senator  Dodd.  I  appreciate  that.  We  should  maybe  have  made 
more  of  that.  I  guess  the  assumption  is  that  everyone  knew  it.  I 
guess  they  did,  but  they  didn't  relate  it.  So  here  we've  had  you  now 
on  the  witness  stand  here  for  about  6  hours,  going  over  basically 
events  around  those  2  or  3  days,  and  these  notes.  And  we've  gone 
back  over  and  over  and  over  and  over  again. 

My  response — and  again,  I  appreciate  what  people  think.  But  as 
I  listen  to  all  of  this,  the  end  of  it,  in  the  context  of  what  these 
hearings  are  all  about,  my  response  to  basically  what  I've  heard  is, 
"So  what?"  Because  frankly,  as  the  Senator  from  Maryland  has 
pointed  out,  you  got  the  request  from  the  President  on  the  12th. 
You  got  the  appointment  on  the  20th.  And  we've  spent  an  awful 
lot  of  time  here  talking  about  memos  back  and  forth,  and  discus- 
sions and  dates  that  all  amount  to  nothing,  because  in  fact  the  re- 
quest is  made  by  the  President  and  the  Attorney  General  names 
Mr.  Fiske.  And  Mr.  Fiske  is  widely  applauded  by  virtually  every- 
body from  both  sides  of  the  aisle  in  Congress,  Republicans  and 
Democrats  alike. 

Mr.  Ickes.  He  received  a  lot  of  praise  from  both  sides. 

Senator  Dodd.  So  we've  gone  through  all  these  excruciating  de- 
tails in  these  memos,  and  that's  why  I  say,  "So  what?"  at  the  end 
of  this.  I  don't  know  what  we've  established  here,  except  for  the 
fact  that  at  the  end  of  the  day,  this  President  calls  for  the  appoint- 
ment of  a  Special  Counsel  and  the  Attorney  General  does  it,  all 
within  hours  almost,  if  you  want  to  look  at  it  in  this  context.  All 
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this  debate  going  on  inside  the  White  House  with  someone  who'd 
been  there  for  about  3  days. 

Mr.  Ickes.  I  don't  disagree  with  you,  although  it's  your  preroga- 
tive to  make  those  statements.  I  would  point  out  it  is  somewhat  in- 
teresting that  this  body,  I  think,  has  had  1  day  of  hearing  on  Medi- 
care and  some  50  days'  hearing  on  this  issue.  But  that  obviously 
is  a  set  of  priorities. 

Senator  Dodd.  Some  of  us  have  made  that  point  up  here.  I  don't 
have  any  more  questions  for  you,  Mr.  Ickes. 

I've  had  the  privilege  of  working  with  you  on  a  number  of  issues 
over  the  last  year  or  so.  I  wonder  about  people  sitting  out  there 
watching,  someone  who  comes  to  town  in  the  first  3  or  4  days  in 
Washington.  And  I  wonder  about  people  on  our  own  staffs  who 
write  memos  and  notes,  and  future  White  Houses  where  people 
rely  on  people  having  candid  discussions  and  sharing  observations. 

Boy,  you  watch  this  process  unfold,  you  ought  to  shake  your 
head.  I  don't  know  how  many  more  people  we're  going  to  attract 
to  come  down  to  work  in  the  government  if  we  put  people  who  are 
there  in  a  wringer  like  this  all  the  time.  I  don't  think  we  serve  our- 
selves well. 

But  nonetheless,  that's  this  Senator's  lone  observation  on  all  of 
this.  I  thank  you  for  being  here.  I  think  you've  done  a  good  job.  I 
think  you've  done  a  good  job  today  as  well,  and  I  appreciate  your 
presence  here. 

Mr.  ICKES.  Thank  you. 

Senator  Dodd.  Mr.  Chairman,  I  don't  have  any  more  questions. 

Senator  Sarbanes.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Let  me  fill  the  record  a  little  more  completely 
on  questions  that  were  asked  you  about  matters  involving  two  sub- 
jects, the  first  of  which  being  the  question  you  were  asked  relating 
to  page  578  of  these  notes  regarding  Betsey  Wright,  where  you  in- 
dicated you  had  no  recollection  of  any  mention  being  made  of  Ms. 
Wright. 

We  do  have  the  benefit,  however,  of  Mr.  Gearan's  testimony, 
which  he  gave  at  page  27  of  these  hearings  on  February  15th, 
where  he  said  in  response  to  this  question: 

Mr.  Chertoff.  Now  this  was  Mr.  Nussbaum  discussing  kind  of  the  worst  case 
scenario  that  might  come  out;  right?  Is  that  right,  if  there  was  an  Independent 
Counsel? 

Mr.  Gearan:  No.  Mr.  Chertoff,  I  think  I  owe  it  to  Betsey  Wright  and  to  the  Mem- 
bers of  this  Committee  to  say  that  at  no  time  was  I  present  at  any  conversation 
where  Mr.  Nussbaum  suggested  that  there  is  any  basis  for  Ms.  Wright  to  be  charged 
with  anything  like  this.  He  was  using  this  as  an  extreme  example  of  someone  who 
would  be  shot  by  the  unguided  missile,  if  you  will.  That  this  would  be  an  extreme 
example  of  an  unwarranted  prosecution. 

The  fact  is  that  the  pros  and  cons  were  being  discussed  candidly, 
as  Senator  Dodd  said,  without  some  view  that  Big  Brother,  as  it 
were,  would  be  peeking  over  your  shoulder;  and  then,  subjecting 
these  candid  conversations  about  the  history  of  the  Independent 
Counsel  and  what  the  powers  were  in  that  office  under  the  Admin- 
istrations of  various  people  who  held  the  position  of  Independent 
Counsel  or  Special  Prosecutor  and  the  like — that  similarly,  the 
issue  about  whether  people  would  be  squeezed,  or  whether  some  in- 
dividual or  another  would  be  attacked  by  such  a  person  was,  if  I 
understand  the  testimony,  used  in  a  very  hypothetical  way  to  illus- 
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trate  some  of  the  problems  that  had  occurred  in  the  past  associated 
with  various  of  the  Independent  Counsel. 

Mr.  Ickes.  That  certainly  is  my  recollection. 

Mr.  Ben-Veniste.  Finally  with  respect  to  the  question  of  Ms. 
Schaffer  being  invited  to  the  White  House  in  January,  and  having 
attended  the  screening  of  a  film  at  the  White  House,  we  have  the 
benefit  of  Ms.  Schaffer's  testimony,  who  was  questioned  at  page 
239  of  the  hearing  transcript  of  January  25,  1996.  And  her  testi- 
mony was,  in  substance — I  believe  you  all  can  check  on  this — but 
my  recollection  of  the  substance  of  her  testimony  is  that  she  spoke 
briefly  with  the  President,  that  the  President  apologized  that  she 
had  been  put  through  all  of  the  aggravation,  as  it  were,  of  being 
pursued  by  the  media  by  reason  of  her  experience  in  the  mid-1980's 
with  Madison  Bank;  and  that  he  apologized  that  he  and  she  might 
have  to  go  through  that  again.  There's  no  suggestion  that  you  were 
present,  or  had  any  conversation  with  Ms.  Bassett  at  that  time? 

Mr.  Ickes.  I  don't  think  I  have  ever  met  her.  I  don't  recall  ever 
having  met  her. 

Mr.  Ben-Veniste.  Nothing  further,  Mr.  Chairman. 

Mr.  ICKES.  Mr.  Chairman,  would  you  indulge  me  in  a  10-minute 
break? 

The  Chairman.  Yes,  sure.  We'll  take  a  10-minute  break. 

[Recess.] 

The  Chairman.  Before  I  turn  to  Mr.  Chertoff,  I  would  like  to 
read  something  into  the  record.  Because  more  often  than  not,  peo- 
ple ask  me,  "So  what?  What  happens  even  if  some  of  the  things 
we're  looking  into  may  turn  out  to  be  the  case?"  And  I'm  not  saying 
they  will  or  they  won't.  But  "What's  the  big  deal?"  I  think  that's 
been  a  question  asked,  and  I  think  there's  a  very  interesting  obser- 
vation— let  me  read  it — entitled  "Whitewater  Paper  Chase." 

The  excitement  of  Iowa  and  New  Hampshire  have  diverted  attention  from  the 
Senate  Whitewater  Committee  and  its  investigation  into  Rose  Law  Firm's  migrating 
files.  Naturally,  this  pleases  the  White  House  and  its  allies,  who  hope  to  use  the 
interregnum  .   .  . 

Hmm,  I  like  that  word 

...  to  let  their  "So  what?"  arguments  take  root.  David  Kendall,  the  Clintons'  pri- 
vate attorney,  says  that  the  curious  paper  trail  is  just  "one  of  the  meaningless  mys- 
teries of  Whitewater." 

There  are  mysteries  here,  but  they  are  not  meaningless.  That  should  be  clear  to 
anyone  with  the  patience  to  walk  through  the  known  chronology. 

I  must  admit  here,  there  is  a  long  chronology,  and  it's  difficult 
to  follow.  But  I  think  it  is  important,  and  certainly  the  obligation 
of  this  Committee,  to  do  that.  The  article  goes  on  to  list  a  number 
of  important  occurrences  and  days  starting  in  the  mid-1980's,  when 
Mrs.  Clinton  performed  legal  work  for  Madison  Guaranty.  I'll  go  to 
the  second  part  of  the  editorial: 

In  August  1995,  according  to  her  Senate  testimony,  Carolyn  Huber,  a  secretary, 
came  across  a  stack  of  papers  in  a  room  near  the  living  quarters.  They  reposed  in 
her  office  until  January  4th,  when  Ms.  Huber  realized  that  the  papers  might  be  cop- 
ies of  the  long-sought  billing  records.  She  notified  senior  officials,  whereupon  the 
White  House  released  the  records  to  Mr.  Starr  and  Congress. 

Mr.  Kendall  has  told  the  Committee  that  "we  may  never  know"  how  those  records 
found  their  way  to  the  White  House.  He  also  faulted  Ms.  Huber's  memory  in  an  ap- 
parent attempt  to  broaden  the  timeframe  in  which  she  discovered  the  records,  and 
thus  the  number  of  people  who  might  have  placed  them  in  the  Book  Room. 

The  White  House  argues  that  the  peregrinations  of  these  papers  add  up  to  noth- 
ing. But  notice  where  the  facts  point.  Documents  relating  to  Mrs.  Clinton's  legal 
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work  for  Madison  were  vetted  for  political  sensitivity  by  two  people  who  later  be- 
came senior  Government  officials,  Mr.  Hubbell  and  Mr.  Foster.  They  were  given  to 
Mr.  Foster  and  wound  up  in  the  White  House  living  quarters.  Another  set  of  docu- 
ments were  stored  in  the  basement  of  the  Justice  Department's  third-ranking  offi- 
cial, Mr.  Hubbell,  who  was  looking  out  for  the  Clintons'  political  interests,  not  his 
law  enforcement  duties.  When  the  records  were  subpoenaed,  numerous  White  House 
officials  had  to  know  of  their  existence,  and  possibly  of  their  whereabouts.  Yet  the 
subpoenas  were  ignored. 

The  White  House  argues  that  these  files  will  show  conduct  that  was  innocent  and 
ethical,  that  they  contain  no  evidence  of  misdeeds,  as  some  Republicans  suspect  the 
Clintons  of:  Mixing  personal  and  campaign  funds,  bending  State  regulatory  policy 
to  help  their  partners  and  contributors,  and  underpaying  taxes  on  all  the  money  in- 
vested on  their  behalf  in  Whitewater. 

Perhaps  the  files  would  show  that  there  was  no  cover-up  associated  with  moving 
and  storing  these  files.  But  inanimate  objects  do  not  move  themselves.  So  it's  point- 
less to  ask  Senators  and  the  Independent  Prosecutor  to  fold  their  inquiry  on  the 
basis  of  the  facts  that  have  emerged  so  far.  To  do  so  would  be  a  dereliction  of  their 
duties. 

That  was  an  editorial  from  The  New  York  Times  just  this  past 
week,  February  17,  1996.  So  I  just  suggest  we're  not  talking  about 
partisanship.  The  same  response  has  been  contained,  I  think,  with 
the  same  views  in  most  of  the  Nation's  leading  newspapers:  The 
Times,  The  Post,  and  Newsday  it  goes  on. 

We  have  a  duty  to  move  forward,  and  all  the  protestations  to  the 
contrary,  and  all  the  charges  of  politicizing  will  do  nothing  more 
than  make  cloudy  the  matter.  If  some  people  want  to  do  that,  it 
is  their  right.  This  is  a  country  where  they  can  say  what  they 
want,  but  we're  going  to  continue. 

I  hope  we  can  do  it  in  an  atmosphere  that  is  less  partisan — there 
is  a  time  for  partisanship — and  attempt  to  try  to  get  the  facts  as 
quickly  as  we  can.  We  owe  that  to  the  American  people:  To  do  it 
quickly,  to  do  it  thoroughly,  and  to  be  fair. 

Now,  I  also  have  to  say — and  I'm  not  going  to  direct  these  com- 
ments to  you,  Mr.  Ickes — I  am  going  to  say  that  we've  had  numer- 
ous witnesses  here.  Some  have  been  absolutely  as  candid  and  as 
honest  as  they  can  be.  Some  have  had  what  I  call  a  memory  fault 
that  is  just  not  believable.  Some  cannot  recall  specific  events  and 
times  and  dates,  and  I  certainly  understand  that.  So  we  have  to 
weigh  this. 

I  think  most  of  our  witnesses  have  been  very  accurate.  But  there 
has  been  a  pattern  of  a  number  of  people  having  selective  memory 
lapses.  And  when  we  look  into  that  pattern,  we  notice  that  these 
witnesses  were  involved  in  important  events,  that  dates  and  times 
put  them  at  important  places,  that  there  were  important  phone 
calls  coming  to  people  at  various  times  that  they're  scheduled  to  be 
at  a  particular  place,  to  come  to  Washington  at  a  time  that  they 
ordinarily  would  not,  to  meet  with  an  important  person  and  they 
have  no  recollection  of  any  of  this,  it's  strange. 

I  use  that  as  an  example.  It  strains  credibility,  and  it's  the  kind 
of  thing  that  will  not  deter  the  Committee,  but  will  encourage  us, 
because  it's  just  not  reasonable. 

For  some  of  these  events,  not  to  be  recalled,  again,  no  one  could 
recall  all  of  them.  It  would  be  impossible.  But  when  surrounded  by 
the  facts  and  circumstances  and  memos,  and  in  some  cases  docu- 
ments that  people  wrote  themselves,  their  own  notes,  these  events, 
should  be  outstanding  in  anyone's  mind. 
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When  there  is  a  regular  pattern  of,  "I  don't  recall,  I  don't  remem- 
ber." I  think  that's  an  indication  of  a  failure  to  be  responsive.  That 
makes  it  difficult.  But  we  will  continue,  notwithstanding. 

Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Senator  Moseley-Braun.  Mr.  Chertoff,  if  you  don't  mind — and 
again,  I  don't  want  to  further  any  politicization  of  this  event  than 
has  already  occurred.  But  it  seems  to  me  in  the  first  instance  that 
we  have  to  restrain  ourselves  from  making  conclusory  statements 
and  making  speeches  about  the  situation,  particularly  when  we 
have  witnesses.  And  second,  yes,  there  have  been  problems.  We've 
been  hearing — going  through  them  in  the  documents  showing  up, 
there  have  been  problems. 

Hopefully,  the  fullness  of  our  investigation  and  our  questioning 
will  allow  us  to  get  to  the  very  bottom  of  everything,  one  way  or 
the  other,  for  good  or  for  ill.  But  I  have  to  say,  Mr.  Chairman, 
there  have  been  an  awful  lot  of  people  who  have  been  called  on  to 
do  their  best,  and  they've  tried.  So  when  a  conclusory  statement  is 
made.  He's  now  saying  these  things  are  terrible,  they're  suspicious, 
they  make  us  even  more  suspicious.  That's  one  side  of  it. 

And  it  is  a  point,  I  guess,  that  has  been  made  over  and  over 
again  by  the  media  and  others.  But  I  think  some  recognition  ought 
to  be  given  those  individuals  who  have  tried,  who  have  complied 
with  this  Committee,  have  gone  back  and  searched  records,  records 
that  most  people  would  have  lost,  or  not  known  were  around. 

This  has  been  a  very  exacting  kind  of  exercise,  as  it  should  be. 
But  to  in  one  breath  castigate  people  for  not  meeting  the  Commit- 
tee's standards,  and  not  at  the  same  time  recognize  those  people 
and  those  efforts  that  did,  I  think  doesn't  exactly  leave  this  in  as 
nonpolitical  a  footing  as  the  Committee  Chairman  and  I  know  the 
Ranking  Member,  and  the  other  Members  of  this  Committee,  would 
like  to  see. 

The  Chairman.  I  think  the  Senator  makes  a  good  point.  That's 
why  I  attempted  to  say  that  there  have  been  many  who  have  en- 
deavored, and  many,  through  no  fault  of  their  own — there  are  inci- 
dents you  cannot  personally  recall,  particularly  when  you  ask  them 
to  go  back  10  years  or  11  years.  That  is  quite  true. 

But  I  wanted  to  put  this  editorial  in  the  record.  Certainly  The 
New  York  Times,  I  don't  think,  has  a  vested  political  interest  one 
way  or  the  other.  I  think  when  they  call  for  us  to  complete  our 
work,  it's  a  very  powerful  message.  Some  editorial  writers  on  both 
sides  take  different  points  of  view.  I  understand  that.  We  could  fill 
the  record  with  these  things,  but  I  thought  this  was  of  some  note. 

Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Mr.  Ickes,  you  were  asked  your  start  date  in  the  White  House — 
I  think  you  told  us  it  was  approximately  the  first  Monday  of  1994. 
But  am  I  correct  that  you  actually  had  been  at  the  White  House, 
not  as  an  employee,  but  as  a  visitor  at  various  times  in  1993? 

Mr.  Ickes.  Yes.  I  can't  recall  when.  I  think  you're  probably  right. 
I  had  come  down  for  one  or  two  events  as  a  visitor. 

Mr.  Chertoff.  Did  you  have  a  special  pass  of  some  kind  in  1993 
that  allowed  you  access  in  and  out  of  the  White  House? 
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Mr.  Ickes.  No.  I  think  that  on  each  occasion  that  I  came  down, 
as  I  recall,  Mr.  Chertoff,  I  had  to  be  waved  in  through  the  Secret 
Service. 

Mr.  Chertoff.  You  had  no  pass  in  1993  that  you  carried  that 
allowed  you  access  that  would  not  be  granted  to  ordinary  people? 

Mr.  Ickes.  I  may  have.  I  don't  recall  it.  I  may  have.  I  know  that 
when  I  came,  just  to  give  you  a  brief  history — when  I  came,  I  came 
up  when  the  President-elect  and  Mrs.  Clinton  came  up.  And  I  was 
here  for  about  1  or  2  weeks.  I  may  have  gotten  a  hard  pass  then 
and  kept  it.  I  literally  do  not  recall.  I  don't  know. 

Mr.  CHERTOFF.  Were  you  involved,  by  the  way,  during  the  cam- 
paign, in  any  Whitewater-related  issues? 

Mr.  Ickes.  No,  I  was  not.  I  mean,  I  had  heard  the  name  White- 
water, but  I  was  not  involved  in  any  meetings  that  I  recall  about 
Whitewater,  and  literally  knew  nothing  about  it.  I  knew  that  it  in- 
volved a  piece  of  land  somewhere  in  Arkansas. 

Mr.  Chertoff.  When  I  say  Whitewater,  I'm  including  Madison 
and  the  Rose  Law  Firm.  You  were  not  involved  in  any  meetings  in 
the  campaign  period  involving  Madison? 

Mr.  Ickes.  Not  that  I  recall.  I  was  focused — I  was  working  as 
Warren  Christopher's  Deputy  at  that  time,  during  the  transition, 
and  was  focused  primarily  on  staffing  situations. 

Mr.  Chertoff.  I'm  asking  about  the  campaign.  During  the  cam- 
paign, were  you  involved  with  any  meetings  that  had  to  do  with 
Rose  or  Madison? 

Mr.  Ickes.  Not  that  I  recall.  Just  so  the  record  is  corrected,  I'm 
reminded  that  I  did  have  a  hard  pass  when  I  came  up  right  after 
the  transition.  But  it  was  subsequently  pulled.  It  was  revoked. 

Mr.  Chertoff.  When  was  it  revoked? 

Mr.  Ickes.  I  don't  know,  but  if  you  want  that  record  I  will  get 
it  for  you. 

Mr.  Chertoff.  I  think  we'd  appreciate  that. 

Mr.  Ickes.  OK. 

Mr.  Chertoff.  Mr.  Ickes,  I  want  to  focus  your  attention.  You 
had  raised  the  issue  of  the  things  you  were  doing  in  January  1994, 
apart  from  this.  I  want  to  put  all  this  in  perspective  because  I  do 
think  it's  important. 

We  have  established  that,  notwithstanding  the  debate  and  dis- 
cussion about  whether  to  have  a  Special  Counsel  in  the  first  couple 
of  weeks  of  1994,  there  was  eventually  a  tremendous  amount  of 
public  pressure  in  the  press  on  both  sides  of  both  parties  in  Con- 
gress insisting  that  there  be  a  Special  Counsel  appointed.  You  don't 
disagree  with  that? 

Mr.  Ickes.  You're  given  to  understatement  on  that. 

Mr.  Chertoff.  Finally,  notwithstanding  all  the  discussion  about 
the  pros  and  cons  and  the  good  and  bad  and  the  risks  and  the  ad- 
vantages, a  Special  Counsel  was  appointed  by  Attorney  General 
Reno,  correct? 

Mr.  Ickes.  At  the  specific  request  of  the  President. 

Mr.  Chertoff.  But  it  was  also  the  case  that,  as  we  have  estab- 
lished, that  there  remained  open  the  issue  of  this  civil  investigation 
as  to  which  you  had  made  requests  to  get  information  concerning 
the  statute  of  limitations  as  early  as  January  8,  1994,  which  was 
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within  a  matter  of  days  after  you  arrived  at  the  White  House,  be- 
cause we've  seen  that  in  your  assigned  memorandum,  correct? 

Mr.  Ickes.  You're  referring  to  the  RTC? 

Mr.  Chertoff.  Right. 

Mr.  Ickes.  Yes. 

Mr.  Chertoff.  That  was  not  something  that  was  preempted,  or 
taken  care  of  by  the  appointment  of  Special  Counsel? 

Mr.  Ickes.  As  far  as  I  know,  it  was  not. 

Mr.  Chertoff.  That  was  a  matter  that  was  going  to  be  decided 
by,  ultimately  it  was  going  to  be  under  the  supervision  of  the  per- 
son who  ran  the  RTC;  right? 

Mr.  Ickes.  At  that  time,  in  January,  I  was  very  unfamiliar — I 
would  say  almost  completely  unfamiliar  with  the  process  of  the 
RTC.  I  came  to  learn  that,  yes. 

Mr.  Chertoff.  The  person  who  was  in  charge  of  the  RTC  at  that 
point  in  time  was  Roger  Altman;  right? 

Mr.  Ickes.  It  was.  I  don't  recall  all  the  mechanics  of  it,  but  he 
was,  I  think,  the  acting  head.  I  am  not  sure  that  was  the  correct 
title. 

Mr.  Chertoff.  You  knew  Roger  Altman  from  even  before  1994; 
is  that  right? 

Mr.  Ickes.  I  had  known  him  very  casually,  Mr.  Chertoff,  in  con- 
nection with  New  York,  but  had  never  worked  with  him  in  any 
sense. 

Mr.  Chertoff.  Had  you  ever  dealt  with  him  in  his  official  capac- 
ity as  Deputy  Treasury  Secretary  during  1993? 

Mr.  ICKES.  During  1993?  I  think  I  had  one  meeting  with  him.  I 
can't  recall  when  it  was. 

Mr.  Chertoff.  That  was  on  a  matter  where  you  were  represent- 
ing someone  in  private  practice? 

Mr.  Ickes.  Yes.  As  I  recall,  it  was. 

Mr.  Chertoff.  So  in  1994,  even  after  the  Special  Counsel  was 
appointed,  there  was  this  whole  civil  RTC  investigation  which  was 
going  to  be  supervised  by  Altman,  or  under  the  general  authority 
of  Roger  Altman.  That's  the  person  whom  you  met  with  on  Feb- 
ruary 2nd,  along  with  Mr.  Nussbaum,  Ms.  Hanson,  and  Mr.  Eggle- 
ston  in  the  White  House;  is  that  correct? 

Mr.  Ickes.  Yes. 

Mr.  Chertoff.  Now  during  the  same  period  of  time 

Mr.  Ickes.  February  1994? 

Mr.  Chertoff.  February  2,  1994. 

Mr.  Ickes.  Yes. 

Mr.  Chertoff.  During  this  same  period  of  time  while  this  RTC 
civil  investigation  is  open,  the  statute  of  limitations  is  going  to  run 
at  the  end  of  February,  the  beginning  of  March.  You  were  con- 
cerned, were  you  not,  that  this  was  affecting  the  First  Lady's  abil- 
ity to  carry  out  the  responsibilities  she  had  with  respect  to  health 
care? 

Mr.  Ickes.  The  RTC  specifically,  or  Whitewater  generally? 

Mr.  Chertoff.  Whitewater  generally. 

Mr.  Ickes.  Whitewater  generally,  it  was  certainly  something  that 
was  being  discussed  by  senior  members  of  the  White  House  staff. 


1977 

Mr.  Chertoff.  What  was  discussed  that  was  having  an  effect 
upon  the  First  Lady's  ability  to  focus  and  concentrate  on  health 
care;  is  that  right? 

Mr.  Ickes.  There  was  concern  about  that  among  the  staff. 

Mr.  Chertoff.  That  concern  came  from  the  observations  of  Mrs. 
Clinton  and  discussions  with  Mrs.  Clinton,  correct? 

Mr.  Ickes.  I'm  not  sure  it  came  from  observations  or  discussions. 
I  think  that  the  staff  was  concerned  that  she  had  been  designated 
by  the  President  to  head  up  the  health  care  initiative.  It  was  a  very 
important  initiative,  and  a  large  one,  as  you  know.  There  was  con- 
cern that  Whitewater  generally,  as  currently  defined,  would  have 
a  diversionary  effect  from  the  health  care  initiative. 

Mr.  Chertoff.  This  was  discussed  at  the  Whitewater  Response 
Team  meetings? 

Mr.  Ickes.  I  think  it  probably  was.  I  don't  recall  any  specific  dis- 
cussions, but  I  would  be  surprised  if  it  wasn't,  let  me  put  it  that 
way. 

Mr.  Chertoff.  Now,  we  have  a  contemporaneous  diary  record  of 
Mr.  Altman  from  early  January  1994,  in  which  he  indicates  that 
he  was  told  that  on  Whitewater,  HRC  was  "paralyzed"  by  it  if  we 
don't  solve  this  "within  the  next  2  days."  We  don't  have  to  worry 
about  her  schedule  on  health  care. 

You  recall  yourself,  do  you  not,  from  your  meeting  on  January 
16th,  at  Mr.  Jordan's  house  that  you  had  expressed  a  concern 
about  the  need  not  to  have  Mrs.  Clinton  appear  to  be  distracted  by 
Whitewater.  Isn't  that  in  your  notes? 

Mr.  Ickes.  I  don't  have  them  here.  I'd  have  to  find  them.  I'll  take 
your  word  for  it.  Wait  just  a  moment.  What  page? 

Mr.  Chertoff.  20793. 

Mr.  Ickes.  Just  a  moment.  I'm  looking  at  item  number  4.  Is  that 
the  one  you're  looking  at,  Mr.  Chertoff? 

Mr.  Chertoff.  I'm  looking  at  item  number  3  and  4. 

Mr.  Ickes.  Yes.  Item  number  3  dealt  with  legal  costs.  Item  num- 
ber 4  dealt  with  HRC  as  lawyer  on  this,  et  cetera.  Kirk  O'Donnell 
felt  quite  strongly  about  that,  according  to  my  notes. 

Mr.  Chertoff.  Now  were  you  aware  that  Ms.  Williams  had  com- 
municated this  concept  to  Mr.  Altman  in  January  1994? 

Mr.  Ickes.  You're  now  referring  to  Mr.  Altman's  diary;  correct? 

Mr.  Chertoff.  Correct. 

Mr.  Ickes.  What's  the  date  of  this  diary? 

Mr.  Chertoff.  It's  either  the  11th  or  the  4th  of  1994. 

Mr.  Ickes.  I  see.  OK. 

Mr.  Chertoff.  Were  you  aware  that  Ms.  Williams,  who  attended 
Whitewater  Response  Team  meetings,  had  communicated  the  no- 
tion to  Mr.  Altman  that  Mrs.  Clinton  was  paralyzed  by  White- 
water, and  that  it  was  something  that  needed  to  be  addressed,  or 
"you  don't  have  to  worry  about  her  schedule  on  health  care"? 

Mr.  Ickes.  I  don't  think  that  I  was.  To  the  best  of  my  recollec- 
tion, Mr.  Altman  was  not  part  of  the  Whitewater  Response  Team. 
And  Ms.  Williams  may  well  have  discussed  this  with  him.  I  don't 
recall  being  part  of  that  discussion,  nor  do  I  recall  being  informed 
about  it. 

Mr.  Chertoff.  But  Mr.  Altman  was  part  of  the  health  care  ef- 
fort, right? 
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Mr.  Ickes.  Yes,  he  was  part  of  the  health  care. 

Mr.  Chertoff.  Mr.  Altaian's  diary  goes  on  to  say,  "Maggie's 
strong  inference  was  that  the  White  House  was  trying  to  negotiate 
the  scope  of  an  Independent  Counsel  with  Reno,  and  having  enor- 
mous difficulty."  Do  you  remember  this  inference  being  drawn  in 
the  Whitewater  Response  Team  meetings? 

Mr.  Ickes.  I  do  not.  As  I  recall  Mr.  Altaian's  testimony,  I  think 
before  this  Committee,  he  went  to  great  lengths  basically  to  say 
that  that  was  an  inference  that  he  himself  drew.  I  think  suggested 
very  strongly,  if  not  stated,  that  there  was  no  basis  in  fact  for  it. 

Mr.  Chertoff.  So  in  other  words,  he  tried  to  eat  his  words,  basi- 
cally? 

Mr.  Ickes.  That's  your  characterization. 

Mr.  Chertoff.  The  next  line  goes,  "HRC  doesn't  want  (the  coun- 
sel) poking  into  20  years  of  public  life  in  Arkansas."  Do  you  remem- 
ber that  notion  being  expressed  in  the  Whitewater  Response  Team 
meetings? 

Mr.  Ickes.  I  don't  remember  that  notion.  Again,  this  is  coming 
from  Mr.  Altaian's  diaries.  I  don't  remember  it,  but  I  would  say  to 
you  I  wouldn't  want  anyone  poking  around  in  20  years  of  my  life. 

Mr.  Chertoff.  I'm  not  going  to  touch  that,  Mr.  Ickes. 

Do  you  remember  also  in  January  1994,  in  your  assignments  of 
January  9th 

Mr.  Ickes.  You're  looking  now  at  the  assignment  sheet? 

Mr.  Chertoff.  Yes.  2758.  This  is  one  of  the  two  relics  of  your 
notes  that  you  were  keeping  with  respect  to  this  Whitewater  Re- 
sponse Team. 

Mr.  Ickes.  That  was  the  9th  or  the  10th? 

Mr.  Chertoff.  You  have  two,  the  9th  or  the  10th. 

Mr.  Ickes.  I  have  them  here. 

Mr.  Chertoff.  Am  I  correct  that  these  are  the  only  surviving 
documents  from  the  notes  that  you  kept  of  the  Whitewater  Re- 
sponse Team  meetings? 

Mr.  Ickes.  Yes. 

Mr.  Chertoff.  Which  means  that  on  no  other  days  did  you  keep 
any  notes? 

Mr.  Ickes.  I  don't  recall  keeping  notes.  I  recall  keeping  notes  on 
these  assignments,  having  them  typed  up. 

Mr.  Chertoff.  You  don't  recall  keeping  notes  on  the  meetings? 

Mr.  Ickes.  What? 

Mr.  Chertoff.  You  don't  recall  keeping  notes  on  the  Whitewater 
Response  Team  meetings? 

Mr.  Ickes.  That's  what  I've  testified  to. 

Mr.  Chertoff.  I'm  sorry.  I  want  to  make  sure  we  are  100  per- 
cent clear.  Apart  from  assignment  sheets,  did  you  keep  notes  of  the 
Whitewater  Response  Team  meetings? 

Mr.  ICKES.  The  only  notes  I  recall,  Mr.  Chertoff,  were  notes  that 
I  kept  that  were  the  basis  for  these  two  documents  that  have  been 
turned  over. 

Mr.  Chertoff.  So  you  only  kept  2  days  of  notes;  is  that  it? 

Mr.  Ickes.  That's  what  I've  testified  to. 

Mr.  Chertoff.  And  the  other  days,  nothing  was  worth  keeping 
records  of?  The  other  14  days,  or  12  days,  where  you  were  having 
meetings,  you  didn't  keep  any  notes  or  any  records? 
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Mr.  Ickes.  Mr.  Chertoff,  my  function  was  to  chair  those  meet- 
ings, and  to  make  assignments,  and  to  make  sure  that  people  were 
gathering  information  so  that  there  could  be  an  accurate  response. 
I  myself  was  not  responding  to  the  press.  That  was  the  responsibil- 
ity of  people  like  Mr.  Gearan  and  others. 

Mr.  Chertoff.  Again,  Mr.  Ickes,  that  was  not  my  question.  My 
question  is  very  simply  this.  Did  you  regularly  take  notes  at  the 
meetings  of  the  Whitewater  Response  Team? 

Mr.  Ickes.  The  notes  I  took  were  reduced  to  type,  these  type- 
written memos,  Mr.  Chertoff. 

Mr.  Chertoff.  These  two  memos,  one  for  the  9th  and  one  for  the 
10th,  are  the  only  memos  that  you  know  of  that  reflect  notes  or 
records  of  the  Whitewater  Response  Team  meetings? 

Mr.  Ickes.  The  only  memos  that  I  know  of,  yes. 

Mr.  Chertoff.  Are  there  other  notes  that  you  know  of,  besides 
these  two  memos,  that  relate  to  the  Whitewater  Response  Team 
meetings? 

Mr.  Ickes.  Obviously,  Mr.  Gearan  took  a  lot  of  notes. 

Mr.  Chertoff.  Of  yours? 

Mr.  Ickes.  Not  that  I  know  of. 

Mr.  Chertoff.  Now  on  item  14  on  this  November  9th  memo, 
there's  a  reference.  It  says  here,  "Reference  in  1/8  press  that  Chris 
Wade,  Arkansas  realtor" 

Mr.  Ickes.  You're  on  the  January  9th  document? 

Mr.  Chertoff.  That's  right.  Second  page,  item  14.  "Reference  in 
1/8  press  that  Chris  Wade" 

Senator  Sarbanes.  Where  are  you  reading  from? 

Mr.  Chertoff.  20759. 

Mr.  Ickes.  That's  document  20889? 

Mr.  Chertoff.  No,  document  20759,  January  9,  1994.  You  may 
have  it  under  a  different  Bates  number. 

Mr.  ICKES.  I'm  sorry. 

Mr.  Chertoff.  It's  your  January  9,  1994  assignments. 

Mr.  Ickes.  January  9th.  Yes,  I  have  it  listed  as  20888. 

Mr.  Chertoff.  That's  fine.  We  will  use  that  one.  Second  page, 
paragraph  14. 

Mr.  Ickes.  Yes. 

The  Chairman.  I  am  going  to  ask  that  we  suspend  just  for  a  mo- 
ment, because  the  red  light's  come  on.  We  will  come  back  to  that 
at  the  appropriate  time. 

Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Ickes,  you  were  asked  this  question  about 
Altman's  diary,  about  Hillary  Clinton  doesn't  want  poking  around 
in  20  years'  life  in  Arkansas  just  now  by  Mr.  Chertoff? 

I  just  again  want  to,  because  this  is  being  portrayed  somehow  as 
a  sort  of  invalid  or  irresponsible  position. 

Now,  Senator  Dole  has  had  a  lot  to  say  about  this  Independent 
Counsel  idea.  I  just  want  to  put  those  quotes  in  the  record  here. 

On  January  9,  1989,  the  St.  Louis  Post/Dispatch:  "The  whole 
Independent  Counsel  theory  ought  to  be  reviewed  by  Congress. 
They  seem  to  have  an  unending  license  to  do  somebody  in." 

In  August  1992,  in  The  Washington  Times,  he  said:  "In  far  too 
many  instances,  the  investigations  conducted  by  the  Independent 
Counsel  have  turned  out  to  be  partisan,  political,  fishing  expedi- 
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tions,  expeditions  which  have  accomplished  nothing  more  than 
wasting  millions  of  tax  dollars." 

Another  time,  of  course,  he  attacked  Lawrence  Walsh.  He  said, 
"'Lawrence  Walsh  is  completely  out  of  control,'  said  Dole.  'Now  he 
wants  to  turn  his  6  years  of  incompetence  into  a  personal  vendetta 
against  President  Bush.' " 

In  May  1993,  "The  statute  placed  no  limit  on  the  amount  of  time 
and  money  an  Independent  Counsel  can  spend  on  his  target,  nor 
does  it  monitor  the  motives  behind  the  counsel's  actions.  It  has  al- 
lowed someone  like  Lawrence  Walsh  to  go  down  every  blind  alley, 
pursuing  more  conspiracy  theories  than  Oliver  Stone." 

Senator  Cochran  said,  "Independent  Counsels  have  too  much 
power  and  too  little  accountability.  They  are  beyond  the  reach  of 
anybody,  any  power  on  earth." 

Now  despite  all  of  these  statements,  it  was  the  position  in  the 
White  House,  as  of  the  12th  of  January,  that  Reno  ought  to  appoint 
a  Special  Counsel;  is  that  not  correct? 

Mr.  Ickes.  Yes. 

Senator  Sarbanes.  It's  also  the  White  House  positions  that  the 
Independent  Counsel  statute  ought  to  be  reauthorized;  was  it  not? 

Mr.  Ickes.  That's  correct,  Senator.  Yes.  As  I  recall,  it  was. 

Senator  Sarbanes.  And  in  the  end,  the  Independent  Counsel 
statute  was  reauthorized,  and  we're  now  proceeding  under  that 
Counsel.  These  notes  have  come  in.  Gearan's  notes  came  in.  We've 
had  extensive  questioning  with  respect  to  those  notes.  Gearan  was 
here  a  whole  day.  You've  been  here  a  whole  day,  now  7  hours,  since 
we  started  at  10  this  morning. 

Yet,  as  we  work  through  these  notes  and  question  them,  I  don't 
see  any  improprieties.  Obviously,  there  was  a  lot  of  concern.  You 
were  under  a  lot  of  pressure  from  the  press  and  others  with  respect 
to  how  to  proceed  in  the  early  part  of  1994.  But  you  know,  I  frank- 
ly wish  the  notes  had  come  sooner,  because  I  don't  think  there's 
anything  in  the  notes.  And  I  would  have  avoided  this  whole  notion 
that  somehow  the  notes  were  being  withheld  for  some  purpose.  To 
my  mind,  I  see  nothing,  no  reason  in  these  notes,  why  they  would 
be  withheld,  deliberately  withheld. 

We've  worked  it  over  now  for  7  hours.  We  have  your  explanation 
and  Ms.  Sherburne's  as  to  what  happened.  We  have  Mr.  Gearan's 
explanation  with  respect  to  his  notes.  In  both  instances,  as  we 
work  our  way  through  the  notes,  I  mean,  we  see  concern  about 
press  inquiries,  political  implications;  but  I  don't  see  any  illegalities 
present  in  any  of  these  notes.  That's  just  a  statement.  You  don't 
have  to  respond. 

Mr.  Chairman,  how  much  longer  do  we  have? 

The  Chairman.  We  might  be  able  to  do  it  in  15  or  20  minutes. 

Mr.  Chertoff.  While  we're  on  this  memo  of  January  9th  here, 
which  is  one  of  the  memos  that  we  only  got  a  few  days  ago,  "Item 
14.  Reference  in  1/8  press  that  Chris  Wade,  Arkansas  realtor,  has 
document  re  Whitewater,  but  won't  release  unless  President  Clin- 
ton asks  for  them  to  be  released.  MW  assigned  1/8."  What  was  the 
assignment? 

Mr.  Ickes.  I  don't  recall.  I  think  the  assignment  was  to  find  out 
about  it.  What  might  be  involved,  I  have  no  idea. 
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Mr.  Chertoff.  Did  you  tell  Mr.  Waldman  what  you  wanted  him 
to  do? 

Mr.  Ickes.  Undoubtedly  I  did.  I  probably  asked  him  to  find  out 
what  he  could  about  this  document. 

Mr.  Chertoff.  By  contacting  Mr.  Wade? 

Mr.  ICKES.  I  don't  recall  asking  him  to  contact  Mr.  Wade,  but  I 
might  have. 

Mr.  Chertoff.  Did  he  find  out? 

Mr.  Ickes.  I  don't  recall  as  I  sit  here  today. 

Mr.  Chertoff.  What  was  the  upshot? 

Mr.  Ickes.  As  I  sit  here  today,  I  do  not  know,  Mr.  Chertoff. 

Mr.  Chertoff.  Do  you  have  any  record  or  notes  about  what  the 
upshot  was  with  respect  to  the  document  that  Mr.  Wade  wouldn't 
release? 

Mr.  Ickes.  No,  not  that  I  recall. 

Mr.  Chertoff.  Did  you  ask  Mr.  Waldman  to  contact  Skip  Ruth- 
erford about  Beverly  Bassett? 

Mr.  Ickes.  Not  that  I  recall. 

Mr.  Chertoff.  Is  there  any  record  you  have  in  your  possession 
that  might  shed  light  upon  any  contact  you  had  with  Mr.  Waldman 
about  getting  in  touch  with  Mr.  Rutherford? 

Mr.  Ickes.  All  the  records  I  have  I  think  have  been  submitted 
to  you. 

Mr.  Chertoff.  You  had  numerous  meetings  with  Mr.  Kendall 
during  January  and  February;  right? 

Mr.  Ickes.  I  had  a  number  of  meetings. 

Mr.  Chertoff.  Did  you  keep  notes  of  those  meetings? 

Mr.  Ickes.  I  did  not. 

Mr.  Chertoff.  Is  there  a  reason  you  didn't  keep  notes  of  those 
meetings? 

Mr.  Ickes.  There  was  no  need  for  me  to. 

Mr.  Chertoff.  Unlike  the  Whitewater  response  situation  where 
you  did  keep  notes  because  it  was  assignments? 

Mr.  Ickes.  Yes. 

Mr.  Chertoff.  By  the  way,  if  I  look  at  this  January  9th  memo, 
this  is  the  January  9,  1994  assignments.  I  gather,  because  you're 
very  organized,  you  put  it  at  footnote  two  at  the  bottom.  Whenever 
a  2  appears,  it  indicates  the  date  the  assignment  was  made. 

You  have,  for  example,  various  assignments  that  appear  to  have 
been  parceled  out  on  January  6th,  January  7th,  and  January  8th. 
Where  are  the  assignment  memoranda  for  those  days? 

Mr.  Ickes.  They're  all  consolidated  into  these. 

Mr.  Chertoff.  So  there  would  have  been  notes  on  the  6th,  7th, 
and  8th,  as  well  as  the  9th?  And  all  of  those  were  consolidated  into 
this? 

Mr.  Ickes.  Into  these. 

Mr.  Chertoff.  Into  this  memo? 

Mr.  Ickes.  As  far  as  I  can  recall,  yes. 

Mr.  Chertoff.  In  fact,  is  it  fair  to  say  there  would  likely  have 
Deen  some  notes  for  every  day  in  which  there  was  a  meeting  relat- 
ing to  the  Whitewater  Response  Team? 

Mr.  Ickes.  There  may  well  have  been.  But  as  I  say,  once  they 
were  reduced  to  typing,  or  to  the  typewritten  memo,  I  had  no  more 
leed  for  them. 
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Mr.  Chertoff.  I'll  yield  to  the  Chairman. 

The  Chairman.  Mr.  Ickes,  if  you  could  go  to  Mr.  Gearan's  type- 
written notes,  can  you  identify  those?  They  must  be  about  15 
pages,  handwritten  notes,  excuse  me.  A  handwritten 

Mr.  Ickes.  I  have  those,  Mr.  Chairman. 

The  Chairman.  About  two-thirds  of  the  way  back  in  the  packet, 
under  S  20576 

Mr.  Ickes.  I  have  it. 

The  Chairman.  We've  gone  over  this  before.  But  would  you  go  to 
0575,  the  page  in  front  of  that?  The  bottom  of  the  page  says,  "Meet- 
ing of  attorneys  outside  of  White  House."  No,  you  know  what?  It's 
on  076,  excuse  me. 

Mr.  Ickes.  076? 

The  Chairman.  Excuse  me,  the  bottom  of  the  page.  You  have  HI 
— obviously,  we  understand,  these  are  Mr.  Gearan's  notes,  they're 
not  your  notes,  OK.  But  he's  identified  you,  HI.  Meetings  of  attor- 
neys outside  of  White  House,  all  right? 

Then  he  says,  basically  that  you're  indicating  that  Beverly  Bas- 
sett  is  very  important,  and  that  this  has  to  be  done,  and  it's  impor- 
tant; right?  Is  that  a  reasonable  interpretation?  "Let's  not  talk  it 
to  death.  Let's  just  get  it  done."  Right? 

Mr.  Ickes.  That's  basically  what  it  says,  yes. 

The  Chairman.  We're  skipping  all  of  the  hyperbole? 

Mr.  Ickes.  Yes. 

The  Chairman.  Let's  go  to  the  next  page.  That's  where  I  got  a 
little  off.  Again 

Mr.  Ickes.  You're  now  going  to  77,  Mr.  Chairman? 

The  Chairman.  Right,  77,  in  which  again  Mr.  Gearan  identifies 
yourself,  HI.  He  says,  "We  can't  send  PB,  BL,  MW.  It  will  come 
out."  Who  is  PB? 

Mr.  Ickes.  As  best  as  I  can  recollect,  it's  probably  Paul  Begala. 

The  Chairman.  BL? 

Mr.  Ickes.  BL  undoubtedly  refers  to  Bruce  Lindsey. 

The  Chairman.  And  MW? 

Mr.  Ickes.  I  think  refers  to  Michael  Waldman. 

The  Chairman.  Obviously,  we've  had  extended  discourse  between 
yourself  and  Mr.  Chertoff  on  that.  You  have  indicated — and  if  I  am 
paraphrasing  you  the  wrong  way,  I  want  to  get  this  straight  in  my 
own  mind. 

You're  concerned  that  if  someone  such  as  Mr.  Waldman  or  Mr. 
Lindsey  or  Mr.  Begala  went  down  to  check  out  this  story  with  her, 
and  to  meet  with  her,  that  the  media  may  interpret  that  the  White 
House  was  attempting  to  influence  her  or  meet  with  her,  and  it 
might  appear  inappropriate.  Is  that  a  fair 

Mr.  Ickes.  The  media,  or  others. 

The  Chairman.  It  might  appear  to  the  media  and  to  others  inap- 
propriate? 

Mr.  Ickes.  Right.  There  was  nothing  in  my  view,  Mr.  Chairman 
nothing  inappropriate  about  having  somebody  meet  with  her.  But 
I  was  concerned  about,  for  lack  of  a  better  phrase,  the  adverse  pub- 
lic relations  that  might  come  out  of  that. 

The  Chairman.  I  understand  that. 

It  goes  on,  and  it  says,  "Item  by  item,  make  sure  her  story  is 
OK."  So  in  other  words,  whatever  she  has  said  previously  in  the 
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campaign,  whatever  she  said  after  the  campaign,  that's  the  story, 
and  there's  no  problems;  right? 

Mr.  Ickes.  Basically,  yes.  Again,  Mr.  Chairman,  you  have  to  re- 
member that  we  were  in  Washington  at  the  time.  There  were  a 
very  large  number  of  press  questions  coming  in.  Major  papers  were 
editorializing  about  maybe  that  she  had  shown  favoritism.  We  had 
to  respond  to  those  questions.  This  is  something  that  happened  in 
Arkansas.  We  basically  wanted  to  know  that  the  facts  that  we  were 
giving  out  were  in  fact  the  accurate  facts.  The  credibility  of  the 
White  House  was  involved. 

The  Chairman.  If  you're  giving  out  incorrect  facts  or  information, 
it  could  be  a  real  problem;  right? 

Mr.  Ickes.  It  can  be. 

The  Chairman.  It  could  have  been.  It's  not  a  trick  question. 

Mr.  ICKES.  It's  not  a  trick  question,  and,  look.  We  have  an  obliga- 
tion to  give  out  accurate  information. 

The  Chairman.  The  next  one,  it  says  "Tisdale?  In  Lindsey  firm." 
Would  it  be  fair  to  say  that  you  were  concerned  because — you 
weren't  concerned.  Somebody  was  concerned  that  they  used  Tisdale 
to  make  contact  with  Ms.  Schaffer  if  that  came  out?  There's  a  ques- 
tion. Do  you  use  Tisdale? 

Mr.  Ickes.  Again,  Mr.  Chairman,  I  didn't  write  these  notes, 
which  you  recognize.  I  don't  know  whether  I  said  this,  or  whether 
somebody  else  said  this.  There  were  a  number  of  people  in  the 
room  in  these  discussions.  Somebody  may  have  raised  these  names, 
and  questions  may  have  been  raised  by  others  in  the  room.  Hence, 
Mr.  Gearan  wrote  it 

The  Chairman.  About  the  appropriateness  of  using  them? 

Mr.  ICKES.  Not  the  appropriateness,  but  again  the  possible  ad- 
verse public  relations  spin  that  might  be  contributed  by  people. 
Were  they  used  because  of  their  relationships  with  others  in  the 
White  House? 

The  Chairman.  You  see,  here  is  the  problem.  You  have  "Skip? 
WH."  That's  Skip  Rutherford,  a  friend  of  the  Clintons  down  in  Ar- 
kansas. "BP  friend,  New  York  lawyer.  Quinn,  arm's  length."  That's 
to  keep  him  arm's  length.  Mr.  Waldman  testifies  that  he  did,  in 
fact,  call  Skip  Rutherford  about  Ms.  Schaffer,  and  a  possible  trip 
to  Arkansas.  Why  did  he  do  that? 

Mr.  Ickes.  I  don't  know.  You'll  have  to  ask  him. 

The  Chairman.  Waldman  worked  for  Gearan;  right? 

Mr.  Ickes.  At  that  point  in  time,  I  think  Waldman  was  in  the 
Communications  Department,  yes. 

The  Chairman.  He  was  part  of  this  team? 

Mr.  Ickes.  He  was  certainly  involved  in  these  meetings  on  a  reg- 
ular basis. 

The  Chairman.  Right.  You  see,  you  get  done  saying  how  impor- 
tant it  is  to  get  on  top  of  this  thing.  The  President  sends  a  memo, 
oasically  a  memo  because  he  says  in  his  notes,  get  on  top  of  this, 
stay  on  top  of  this,  or  words  to  that  effect.  Indeed  thereafter,  this 
:omes  up  in  one  of  these  meetings,  January  7th,  or  whenever  the 
date  is.  This  starts  in  after.  They  say,  who  do  we  send?  And  they 
say,  don't  send  somebody  from  the  White  House  as  such;  but  Mi- 
:hael  Waldman  goes  ahead  and  contacts  Mr.  Rutherford. 
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Now  let  me  ask  you.  They're  reporting  to  you.  They're  telling  you 
what's  going  on.  You're  meeting  regularly.  Did  he  get  back  to  you? 
Did  he  tell  you?  Did  anyone  tell  you  about  this? 

Mr.  Ickes.  I  have  no  recollection  that  he  did. 

The  Chairman.  You  have  no  recollection  that  he  got  hold  of 
Rutherford?  You  didn't  tell  them  to  get  hold  of  Rutherford? 

Mr.  ICKES.  I  have  no  recollection  of  asking  him  to  get  ahold  of 
Rutherford.  He  may  have  done  it  on  his  own.  He  knew  about  the 
firm.  All  of  us  had  worked  in  Arkansas  during  the  campaign  and 
through  the  transition.  And  Rutherford  was  a  frequent  visitor  at 
the  White  House. 

The  Chairman.  You  see,  I'm  looking  at  this  in  light  of  the  fact 
that  this  was  a  communique  from  the  President  of  the  United 
States  that  resulted,  eventually  that  communique  being  the  Presi- 
dent's handwritten  notes  on  the  December  editorial  of  The  New 
York  Times,  as  it  related  to  Bassett.  "Stay  on  top  of  this." 

We  see  these  notes  in  which  they  say  very  clearly,  "This  thing 
is  going  to  blow  up.  We'd  better  stay  on  top  of  it."  Then  here's  a 
discussion,  who  we  can't  send,  and  then,  "Item  by  item,  make  sure 
her  story  is  OK."  Then  Tisdale,  Lindsey,  Skip  Rutherford — what  do 
we  have  here?  Waldman  knows — we  know  that  he  does  make  con- 
tact. But  you  say  you  didn't  order  him  to  make  contact. 

Mr.  Ickes.  I  don't  know  whether  he  did  or  whether  he  didn't.  I 
have  no  recollection  of  it. 

The  Chairman.  I  think  yesterday  he  gave  his  deposition.  Michael 
Waldman  testified  that  he  did  indeed  call  Skip  Rutherford  about 
Ms.  Schaffer,  and  a  possible  trip  to  Arkansas. 

Mr.  Ben-Veniste.  Mr.  Chairman,  we  haven't  seen  the  transcript 
of  this,  but  I'm  advised — I  wasn't  at  the  depo — but  that  his  testi- 
mony did  not  concern  that  memo. 

The  Chairman.  I  understood  that  it  did.  Alison  took  that.  But 
the  fact  is  that  from  Ms.  Bassett's  statement,  she  said  that  Mr. 
Rutherford  did  contact  her.  So  you  see,  I  have  to  ask,  who  in  the 
White  House,  and  indeed  made  that  contact?  Waldman  says  he 
made  the  contact.  Who  told  him  to  do  that?  Was  he  at  a  high 
enough  level  that  he  would  just  go  out  and  do  this?  And  then  when 
he  made  the  contact,  did  he  report  back? 

Mr.  Ickes.  First  of  all,  Mr.  Chairman,  I  don't  have  any  recollec- 
tion of  him  contacting  or  calling  back.  I  do  know  that  this  AP  story 
that  you  referred  to  earlier  apparently — well,  not  apparently — says 
that  it  was  Ms.  Schaffer's  husband  who  was  called  by  Skip  Ruther- 
ford. But  in  any  event,  I  have  no  recollection  of  telling  Mr. 
Waldman  to  contact  either  Skip  Rutherford,  or  certainly  Ms.  Schaf- 
fer. I  had  reservations  about  it.  I  stress  again,  there  was  nothing 
illegal  about  it.  But  I  had  concerns  about  the  possible  adverse  pub- 
lic relations  aspect. 

The  White  House  is  not  a  monolithic  creature.  Sometimes  people 
go  off  and  do  things  on  their  own. 

The  Chairman.  Would  he  have  told  Mr.  Lindsey  about  this? 

Mr.  Ickes.  He  may  have. 

The  Chairman.  Here's  where  I  have  a  problem.  The  importance 
at  that  time  of  this  situation  involving  Beverly  Bassett  Schaffer  is 
obvious.  It's  obvious  from  the  notes  here.  It's  obvious  from  the  fact 
that  the  President  wrote  about  it.  He  said,  "Stay  on  top  of  this." 
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It's  obvious  that  there  was  not  only  an  attempt,  but  indeed  as  it 
related  to  somebody  meeting  with  Beverly  Bassett  Schaffer's  hus- 
band. 

Speaking  about  that,  we  had  testimony.  She  testified  to  it.  And 
it  seems  to  me  that  as  the  head  of  this  team,  you  would  be  able 
to  reflect  on  what  took  place.  We  don't  see  that.  Yet,  for  example, 
in  that  memorandum  of  January  9th,  you  go  through  copious, 
painstaking  identification  of  who  was  tasked  to  do  what?  I'm  just 
wondering  how  it  is  that  there's  no  report  with  respect  to  this  rath- 
er important  assignment? 

Mr.  ICKES.  Mr.  Chairman,  my  view  is  not  shared  by  everyone  in 
the  group.  It  was  my  view  that  it  would  be  the  better  part  of  dis- 
cretion not  to  have  White  House  people  contact  Ms.  Schaffer,  al- 
though there  was  absolutely  nothing  illegal,  untoward,  or  unethical 
about  having  a  contact  made,  especially  in  view  of  the  fact  that 
what  she  had  said  was  supportive  of  Mrs.  Clinton's  relationship  as 
a  lawyer  with  Madison  Guaranty.  That  is  not  to  say  that  some  peo- 
ple didn't  go  off  and  make  phone  calls  on  their  own.  I  can't  vouch 
for  that. 

All  I  can  tell  you  is,  as  I  sit  here  today,  I  have  no  recollection 
of  Michael  Waldman  contacting  Skip  Rutherford,  or  telling  me  that 
he  had.  I'm  not  saying  that  he  didn't.  I'm  not  even  saying  that  he 
may  have  told  me.  But  I  have  no  recollection  of  it. 

The  Chairman.  Two  questions,  and  we'll  wrap  it  up. 

Mr.  Chertoff.  Just  a  couple  of  quick  things. 

Mr.  Ickes,  first  of  all,  in  the  course  of  the  discussion  about  issues 
with  Beverly  Bassett  Schaffer  in  January  and  February  of  1994, 
was  there  a  discussion  about  her  communications  with  Mrs.  Clin- 
ton concerning  something  called  Southern  Development  Bank? 

Mr.  Ickes.  I'm  sorry.  Would  you  repeat  that? 

Mr.  Chertoff.  In  the  course  of  the  discussions  at  the  White- 
water Response  Team  in  January  and  February  of  1994  about  Bev- 
erly Bassett,  was  there  discussion  about  communication  between 
Beverly  Bassett  and  Mrs.  Clinton  concerning  Southern  Develop- 
ment Bank? 

Mr.  Ickes.  Not  that  I  recall. 

Senator  Sarbanes.  That's  not  part  of  our  scope,  Mr.  Chairman. 

Mr.  Chertoff.  What  was  the  answer? 

Mr.  Ickes.  Not  that  I  recall. 

Mr.  Chertoff.  It  doesn't  ring  a  bell? 

Mr.  Ickes.  It  does  not  ring  a  bell  with  me. 

Mr.  Chertoff.  I  also  want  to  direct  your  attention  to  a  period 
of  time  of  the  campaign.  I  want  to  make  sure  we're  quite  clear  on 
this,  because  you  just  testified  a  moment  ago,  I  believe.  You  were 
in  Arkansas  during  the  campaign  from  time  to  time? 

Mr.  Ickes.  Let  me  be  very  precise  about  that.  I  was  in  Arkansas 
after  the  general  election  of  1992,  where  I  was  working  with  now 
Secretary  of  State  Warren  Christopher  as  his  top  Deputy  with  re- 
spect to  the  transition.  I  had  been  in  Arkansas  from  time  to  time 
during  the  campaign,  literally  on  a  1-  or  2-day  foray. 

I'm  sorry — literally  just  one  last  piece  of  information.  Others,  I 
don't  want  to  vouch  for  Michael  Waldman.  I'd  have  to  check  with 
him,  or  you'd  have  to  check  with  him.  It  is  my  recollection,  how- 
ever, that  Michael  Waldman  probably  was  in  Arkansas  at  least 
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during  the  general  election  campaign,  and  maybe  even  during  the 
primary  campaign.  I  was  not. 

Mr.  Chertoff.  I  want  to  know,  during  the  campaign  or  during 
the  transition  in  1992,  were  you  present  in  the  campaign  office 
with  people  who,  to  your  knowledge  or  observation,  were  reviewing 
Rose  Law  Firm  files? 

Mr.  ICKES.  Were  they  reviewing — was  I  present  when  people 
were  in  my  presence  reviewing? 

Mr.  Chertoff.  Yes,  correct. 

Mr.  Ickes.  I  have  no  recollection  of  it.  The  most  I  knew  about 
Whitewater  is  that  it  had  to  do  with  a  river  and  a  piece  of  land. 

Mr.  Chertoff.  When  you  look  at  your  memorandum  of  March 
1st  to  the  First  Lady,  which  is  accompanied  by  the  memo  to  you 
from  Mr.  Eggleston,  that  begins  at  S  7288. 

Mr.  ICKES.  OK.  7288.  I  have  that. 

Mr.  Chertoff.  Now  the  memo  that  Mr.  Eggleston  prepared  for 
you  is  in  the  form  of  questions  and  answers.  Am  I  correct  that  you 
furnished  Mr.  Eggleston  with  the  questions  you  wanted  him  to  an- 
swer? 

Mr.  Ickes.  I  don't  remember  the  precise  conversation.  As  I  testi- 
fied here  today,  I  think  that  as  I  recall,  the  genesis  of  this  memo 
was  three  things.  One,  the  two  documents  that  are  appended  to  it, 
the  FDIC  report,  the  RTC  report,  as  well  as  what  I  recall — I  may 
be  in  error  on  this — either  an  article  or  an  editorial  in  The  Wall 
Street  Journal,  about  which  I  think  the  President  may  have  asked 
me  questions.  I  know  that  I  read  it  and  was  confused,  and  I  asked 
him  to  prepare  the  memo. 

Mr.  Chertoff.  If  you  will  turn  to  page  6  of  the  memo,  which  is 
S  7292.  You  will  see  the  last  question  that  was  posed  here,  and  an- 
swered. 

Mr.  Ickes.  Wait  just  a  moment.  I'm  on  the  wrong  page,  7292? 

Mr.  Chertoff.  Right,  page  6. 

Mr.  Ickes.  Yes. 

Mr.  Chertoff.  The  last  question  posed  in  the  memo  reads  as  fol- 
lows: "Now  that  Mr.  Altman  as  Acting  CEO  of  the  RTC  has  recused 
himself  from  further  involvement  in  Madison  Guaranty  matters, 
who  at  the  RTC  will  be  the  decisionmaker  on  whether  to  bring  a 
civil  action  arising  out  of  the  failure  of  Madison  Guaranty?"  Is  that 
one  of  the  questions  the  President  asked  you? 

Mr.  Ickes.  I  see.  You're  reading  the  indented  part. 

Mr.  Chertoff.  Yes,  the  question.  I  will  read  it  again.  "Now  that 
Mr.  Altman  as  Acting  CEO  of  the  RTC  has  recused  himself  from 
further  involvement  in  Madison  Guaranty  matters,  who  at  the  RTC 
will  be  the  decisionmaker  on  whether  to  bring  a  civil  action  arising 
out  of  the  failure  of  Madison  Guaranty?"  Is  that  a  question  the 
President  asked  you? 

Mr.  Ickes.  I  don't  recall  him  asking  me  that.  He  may  well  have, 
but  I  don't  recall  it. 

Mr.  Chertoff.  Why  did  you  request  that  Mr.  Eggleston  give  you 
an  answer  to  that  question? 

Mr.  Ickes.  I  wanted  to  have  as  much  information  as  possible. 

Mr.  Chertoff.  What  was  the  significance  in  your  mind  now  at 
the  end  of  February,  after  having  gone  through  this  issue  with  Alt- 
man  and  the  recusal,  and  identifying  who  the  decisionmaker  would 
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be  on  whether  there  was  going  to  be  a  case  brought  by  the  RTC 
with  respect  to  the  Rose  Law  Firm?  Why  did  you  care  who  the 
identity  of  the  decisionmaker  is? 

Mr.  Ickes.  As  I  recall  the  sequence  of  events,  Mr.  Chertoff,  Mr. 
Altman  had  recused  himself. 

Mr.  Chertoff.  On  the  26th? 

Mr.  Ickes.  On  the  25th,  I  think. 

Mr.  Chertoff.  25th,  26th,  yes.  Why  did  you  need  to  know?  Why 
were  you  concerned? 

Mr.  Ickes.  I  wasn't  concerned.  I  just  wanted  to  know  as  a  matter 
of  information. 

Mr.  Chertoff.  Finally,  Mr.  Ickes,  I  just  want  to  ask  you  this.  I 
gather  that  the  memorandum  of  January  9,  1994,  and  the  memo- 
randum of  January  10,  1994,  which  are  assignments,  was  meant  to 
be  circulated  to  the  entire  Whitewater  group. 

Mr.  Ickes.  You're  looking  now  at  the  memorandum  of  the  9th? 

Mr.  Chertoff.  Right,  yes.  Would  it  be  fair  to  say  that  there 
would  have  been  at  least  a  half-dozen  copies  of  this  that  would 
have  been  circulated  around  to  the  people  who  were  the  regular 
attendees  of  the  group? 

Mr.  Ickes.  I  think  it's  fair  to  say,  Mr.  Chertoff,  that  these  cir- 
culated to  those  to  whom  assignments  had  been  made.  It  may  well 
have  circulated  to  others  in  the  group. 

Mr.  Chertoff.  Well,  what's  interesting  here,  I  think,  is  that  we 
have  received  two  copies  of  this  in  the  last  2  weeks.  One  of  these 
was  contained  in  the  files  that  Mr.  Altman  discovered  very,  very 
recently.  And  one  was  contained  in  your  files.  I  don't  believe — I'm 
sure  I'll  be  corrected  if  I'm  wrong — that  we  have  ever  seen  these 
memos  in  anybody  else's  files,  or  in  any  prior  production.  Were 
these  supposed  to  be  held  in  any  particularly  confidential  way? 

Mr.  Ickes.  Were  these  supposed  to  be  held  confidentially? 

Mr.  Chertoff.  Yes. 

Mr.  Ickes.  I  think  there  was  a  general  working  assumption  that 
the  work  and  the  proceedings  of  the  Whitewater  working  group 
was  to  be  held  basically  within  that  group,  obviously.  Other  people 
knew  about  it.  I  was  reporting  on  a  regular  basis  to  Mr.  McLarty, 
et  cetera.  I  don't  think  these  were  confidential,  maybe,  in  the  sense 
that  you're  using  them.  But  we  would  ask  people  not  to  just  sort 
of  leave  them  around. 

Mr.  Chertoff.  I  want  to  ask  you  this,  I  want  to  move  to  the 
present  time.  In  your  capacity  now  as  the  Deputy  White  House 
Chief  of  Staff  to  whom  Ms.  Sherburne  reports,  have  you  been  in- 
volved at  all  in  the  making  of  policy  decisions  about  how  docu- 
ments are  being  produced? 

Mr.  Ickes.  She  keeps  me  informed,  basically.  That  is,  in  my 
view,  a  question  for  lawyers  to  decide  who  are  skilled  in  that  area. 
And  Ms.  Sherburne  runs  the  Whitewater  team  inside  the  White 
House.  She  does  report  to  me.  She  keeps  me  informed  on  a  regular 
basis.  But  with  respect  to  those  kinds  of  matters,  those  are  matters 
that  lawyers  far  more  qualified  than  I  should  make.  She  and  Jack 
Quinn,  who  is  now  the  Counsel,  as  you  know,  are  very  much  in- 
volved in  that. 

Mr.  Chertoff.  Is  it  correct  as  the  paper  reported  today  that  Mr. 
Panetta  only  very  recently  has  established  a  team  of  lawyers  now 
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who  will  be  responsible  for  ensuring  that  production  is  complied 
with? 

Mr.  ICKES.  I  have  not  read  the  paper,  and  I've  not  talked  to  Mr. 
Panetta  for  3  or  4  days.  I  would  doubt  that  report,  but  I  haven't 
read  the  paper.  There  has  been  a  team  of  lawyers  in  place  under 
the  leadership  of  Ms.  Sherburne,  and  they  have  been  responsible 
for  overseeing  this  matter,  and  for  the  production  of  documents, 
and  in  my  view,  doing  a  very  good  job  of  it. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  Apparently  the  Counsel  on  both  sides  who 
took  Waldman's  deposition  have  differing  recollections,  because  our 
Counsel  says  that  Waldman  said  that  he  did  not  talk  with  Beverly 
Bassett  Schaffer.  And  in  any  event 

The  Chairman.  Rutherford  was  the  person  who  then  made  con- 
tact with  either  Ms.  Schaffer  or  with  her  husband. 

Senator  Sarbanes.  I  think  he  also  said  he  wasn't  aware  of  any- 
one making  contact. 

The  Chairman.  That's  right.  In  other  words,  the  contact  with 
Rutherford,  for  the  purposes  thereafter  of  making  contact  with  Bev- 
erly Bassett  Schaffer 

Senator  Sarbanes.  Waldman  was  not  aware  of  that.  Ah,  there's 
a  difference  of  opinion. 

The  Chairman.  Waldman  contacted  Rutherford,  is  that  correct? 
You  are  saying  no.  We'll  have  Waldman  here,  and  we'll  see  the 
depositions.  We'll  know  tomorrow. 

Mr.  Ben-Veniste.  Mr.  Chairman,  the  news  report  that  talks 
about  Mr.  Rutherford's  contact,  was  contact  not  to  Ms.  Schaffer, 
but  to  Ms.  Schaffer's  husband,  Archie  Schaffer. 

The  Chairman.  That's  a  pretty  good  contact.  And  I  don't  think 
at  this  hour,  we  want  to  begin  splitting  hairs. 

Mr.  Ben-Veniste,  they  thought  they  would  speak  to  the  husband 
in  order  to  speak  to  Ms.  Schaffer,  because  she  was  very  upset  and 
didn't  want  to  speak  to  anybody.  So  they  did  speak  to  Archie. 

Senator  Sarbanes.  I  want  to  make  the  observation,  since  it's  al- 
ready come  up.  She  felt  strongly,  apparently,  that  she  had  been 
stalked  by  Mr.  Bossie. 

The  Chairman.  Senator,  that's  inflammatory.  That's  not  a  fact. 

Senator  Sarbanes.  She  stated  it  herself  when  she  was  here. 

The  Chairman.  There's  been  unfortunately  an  attempt  today — 
very  unfairly,  but  we  will  get  the  information  and  place  it  in  the 
record — to  impune  Mr.  Bossie  and  to  attempt  to  say  that  he's  still 
working  for  that  group. 

He's  indicated  to  me  just  a  short  time  ago  that  he  terminated  his 
relationship  with  that  group,  that  he  wasn't  aware  of  that  letter, 
that  he  was  upset  that  that  letter  was  sent  out,  and  does  not  re- 
flect his  sentiments.  We  will  have  those  answers  in  writing  fully 
for  the  record,  so  that  all  of  the  Members  will  have  the  opportunity 
to  review  it. 

I'm  not  happy  with  a  letter  like  that,  which  claims  that  any  one 
of  our  Members  does  such  things.  But  again  let  me  say  that  there 
will  be  letters  from  various  groups  who  don't  think  we  are  aggres- 
sive enough,  who  think  that  we  should  cease,  that  will  characterize 
activities  of  various  Members  of  the  Committee,  of  staff  of  the  Com- 
mittee in  one  way  or  the  other.  We  just  don't  have  control  over 
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that.  Certainly  we  have  an  obligation  if  there  is  some  kind  of 
charge  that  may  impune  the  integrity  of  the  Committee  to  look  into 
that.  We  will  and  we  will  have  a  full  response  with  respect  to  that. 

Mr.  Ben-Veniste.  If  I  may,  Mr.  Chairman,  the  point  that  I  was 
making  is  that  the  news  story  that  raises  all  of  this  about  Mr. 
Rutherford's  contact  indicates  that  the  contact  was  made  by  Mr. 
Rutherford  to  Archie  Schaffer,  who  was  then  asked  whether  he 
thought  his  wife,  Ms.  Bassett  Schaffer,  would  agree  to  have  a  press 
conference  on  her  connection  to  the  Madison  Guaranty  matter. 

So  all  of  this — and  I  have  the  sense  that  I  am  in  the  movie 
Groundhog  Day  again. 

The  Chairman.  We're  going  to  go  over  it  again,  because  you  see, 
when  you  bring  it  up  like  that,  I'm  going  to  say,  "I  said  to  the  wit- 
ness, the  thing  that  concerned  me — and  I  have  it  written  here — is, 
Michael  Waldman  testified,  and  that  was  in  his  deposition,  that  he 
did  in  fact  call  Skip  Rutherford  and  Ms.  Schaffer  about  a  possible 
trip  to  Arkansas."  He  says  he  didn't  go  to  meet  with  her,  but  it's 
clear  from  Ms.  Bassett's  statement  that  Mr.  Rutherford  did  indeed 
contact  her  husband.  I  said  her,  but  let  me  be  more  precise — 
through  her  husband.  I  wanted  to  know  whether  Mr.  Ickes  as- 
signed this  task  to  Mr.  Waldman. 

Now,  let's  go  to  the  essence  of  what  the  Chair  attempted  to  elicit. 
My  question  is,  how  is  it  that  Waldman  undertook  this,  and  did  he 
report  to  Mr.  Ickes?  Mr.  Ickes  says  he  didn't  assign  him.  Mr.  Ickes 
indicates  he  has  no  recollection  of  him  reporting  back  to  him.  But 
the  fact  of  the  matter  is  that  Mr.  Waldman  did  reach  out  to  Skip 
Rutherford  for  the  purposes  of  making  contact  with  Ms.  Schaffer, 
whether  through  her  directly  or  through  her  husband. 

Now  come  on.  You'll  bring  it  up  and  I'll  have  to  respond  fully. 
This  will  take  another  10  minutes. 

Mr.  Ben-Veniste.  If  I  may,  Mr.  Chairman,  I  know  you  don't 
mean  to  interrupt  me.  But  with  respect  to  all  of  this,  are  you  aware 
of  whether  Ms.  Bassett  Schaffer  did  have  a  press  conference  in 
January? 

Mr.  Ickes.  As  I  sit  here  today,  I  have  no  recollection  of  it,  Mr. 
Ben-Veniste. 

Mr.  Ben-Veniste.  The  record  indicates  here — we  have  been  at 
this  for  many,  many,  many  hours,  and  looked  at  all  the  docu- 
ments— that  Ms.  Schaffer  has  been  consistent  all  along  in  the 
statement  that  she  made,  that  her  contacts  with  Madison  Bank 
were  appropriate.  That  has  been  corroborated  by  the  Federal  regu- 
lators who  reviewed  her  contact.  That  the  matter  about  which  she 
was  contacted  never  bore  fruit,  because  she  placed  a  prerequisite 
in  the  road  toward  Madison  issuing  preferred  stock.  That  never 
happened. 

So  now  we  are  at  the  point  of  looking  at  whether  an  individual 
from  the  White  House,  directly  or  indirectly,  contacted  somebody 
else  to  determine  whether  Ms.  Bassett  Schaffer  would  have  a  press 
conference  to  say  the  same  thing  that  she  said  before.  That's  basi- 
cally it.  Is  there  anything  that  strikes  you  as  remotely  improper  in 
that  series  of  events,  Mr.  Ickes? 

Mr.  Ickes.  Nothing  improper  about  it.  As  I  say,  I  thought  there 
was  nothing.  And  to  this  day,  I  think  there's  nothing  improper 
about  having  people  contact  Ms.  Bassett  Schaffer  even  if  she  were 
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a  potential  witness.  But  I  have  already  explained  the  grounds  on 
which  I  have  very  deep  reservations. 

Mr.  Ben-Veniste.  We  have  now  reviewed  all  the  documents  that 
have  been  provided.  You've  been  questioned  now  for  IVi  hours  on 
anything  that  is  remotely  interesting  about  those  documents.  I 
have  to  tell  you  that  I  haven't  found  anything  new  or  startling  or 
remarkable  about  them. 

I  want  to  thank  you  for  your  patience  here  today. 

The  Chairman.  Since  we  are  discussing  conclusions,  and  every- 
one has  a  right  to  do  that,  Mr.  Chertoff  would  like  to  make  his  ob- 
servations about  what  we  found  that  wasn't  known  before. 

I  will  tell  you  this.  It  raises  very  real  questions  to  me  as  it  re- 
lates to  the  production  of  documents  from  other  witnesses.  And  I 
mentioned  this  last  week.  When  I  get  a  document  as  detailed  as 
the  memos  of  January  9th  and  10th,  in  which  Mr.  Ickes'  tasks  var- 
ious assignments,  and  we  get,  I  think,  from  only  one  other  witness 
or  two  others  a  copy  of  this  memo,  I  say:  What  happened  to  those 
files?  What  happened  to  that  information?  What  happened  to  the 
information  that  would  have  been  accumulated  in  carrying  out  the 
various  tasks  covered  by  that  memo  of  the  9th  and  10th?  Why 
hasn't  that  information  been  provided?  Where  is  it?  Was  this  infor- 
mation which  was  obviously  sensitive  and  important  and  called  for 
a  task  force,  thrown  away,  discarded,  lost?  What  took  place?  Those 
are  not  questions  I  asked  Mr.  Ickes.  But  these  are  questions  that 
I  think  any  reasonable  person  who  is  asking  for  information  would 
raise.  So  I  have  a  number  of  questions  and  we  could  go  on. 

Mr.  Chertoff,  you  can  make  a  couple  of  quick  observations,  and 
we  can  go  back  and  forth.  Go  ahead. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Because  I  keep  hearing  over  and  over  again  this  refrain  that 
there's  nothing  new  and  startling.  And  I  will  tell  you,  since  Mr. 
Ben-Veniste  opened  the  door  on  it,  that  I  have  a  vivid  recollection 
of  a  deposition  2  years  ago  under  oath  which  I  read  you  portions 
of,  in  which  both  sides  were  trying  to  find  out  what  was  in  the 
state  of  mind  of  people  in  the  White  House  when  they  met  with 
Roger  Altman  on  February  2nd  to  try  to  keep  him  in  charge  of  this 
investigation,  and  while  the  clock  was  running  out  on  the  statute 
of  limitations  on  the  civil  case. 

I'll  tell  you,  if  that  clock  had  run  out,  none  of  the  things  about 
the  billing  records,  or  what  was  actually  done — none  of  that  would 
ever  have  been  found  out  or  seen  the  light  of  day.  And  specifically, 
in  order  to  find  out  whether  it  was  part  of  the  intention  of  the  plan 
in  the  White  House  to  run  the  clock  out  on  the  statute  of  limita- 
tions, both  Mr.  Codinha,  who  was  the  Democratic  Counsel,  and  I 
asked  specifically  again  and  again  about  discussions  involving  the 
statute  of  limitations. 

In  terms  of  what  was  produced  in  this  set  of  notes,  I  have  vividly 
in  my  mind  a  set  of  questions  about  whether  any  of  Mr.  Ickes' 
notes  contained  the  words  "statute  of  limitations."  And  I  can  still 
hear  the  answer:  No,  he  doesn't  recall  statute  of  limitations  in  any 
of  the  notes  except  in  the  press  clips.  Imagine  my  surprise  and 
shock  to  get  the  notes,  and  on  page  1,  it  says  "statute  of  limita- 
tions." Memo  after  memo  talks  about  an  assignment  for  statute  of 
limitations.  That  startled  me,  and  that  is  new. 
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The  Chairman.  Mr.  Ben-Veniste,  do  you  have  a  last  concluding 
remark? 

Mr.  Ben-Veniste.  If  the  mention  of  statute  of  limitations  is  the 
smoking  gun  from  these  documents,  then  I'm  prepared  to  say,  let's 
call  it  a  day. 

The  Chairman.  I  don't  think  anybody  said  smoking  gun,  but  I 
think  Counsel  did  indicate  that  that  was  new. 

I  want  to  thank  the  witness.  I  want  to  thank  both  Counsels  be- 
cause this  is  not  easy.  Neither  Mr.  Ben-Veniste  nor  Mr.  Chertoff 
have  easy  jobs.  You  have  to  balance  the  interests  of  your  respective 
Members  of  the  Committee. 

I  want  to  say  the  same  to  my  colleague  Senator  Sarbanes,  at- 
tempting to  do  the  business  of  the  Committee,  attempting  to  seek 
the  facts  without  being  overbearing  one  way  or  the  other.  It's  not 
easy.  Sometimes  we  can  go  amiss.  But  we're  going  to  try  to  do  the 
best  we  can  to  continue  in  this  effort.  So  I  want  to  pay  particular 
attention  to  the  staff,  the  staff  on  both  sides,  Minority  and  Major- 
ity, who  have  done,  I  think,  an  outstanding  job  day  in  and  day  out. 
There  may  be  some  wrinkles  at  times,  but  I  think  it  is  worthwhile 
saying  that  both  our  Chief  Counsels  and  the  people  who  work  for 
them  have  done  an  outstanding  job. 

Senator  Sarbanes.  Mr.  Chairman,  what  is  next  week? 

The  Chairman.  Our  next  meeting  will  be  Wednesday  at  10:00 
o'clock.  We  have  a  number  of  witnesses  from  Arkansas  that  relates 
to,  I  think,  the  matter  of 

Mr.  Chertoff.  Certain  leases  that  were  State  leases  of  Madison. 

Senator  Sarbanes.  Do  we  know  who  the  witnesses  are? 

Mr.  Chertoff.  It's  the  witnesses  that  were  essentially  going  to 
be  on  for  this  Wednesday,  but  there  was  a  scheduling  problem  with 
one  of  the  witnesses.  Their  names  are  in  the  original  list  we  gave 
out  the  previous  week. 

Senator  Sarbanes.  There's  no  meeting  on  Tuesday? 

The  Chairman.  No. 

Senator  Sarbanes.  Is  there  a  meeting  on  Thursday? 

The  Chairman.  I  would  hope  we  could  take  this  matter  on  Tues- 
day, certainly  by  Thursday,  and  hope  that  that  leadership  would 
work  out  a  manner  by  which  to  undertake  the  question  of  the  Com- 
mittee's continued  work,  in  order  to  complete  it. 

So  it  would  be  my  hope  that  sometime  we  could  schedule  debate 
on  the  matter  Tuesday.  Again,  it  seems  to  me  that  there's  a  time- 
frame there.  I  don't  know  if  we  want  to  agree  to  a  time  limit. 
That's  up  to  the  leadership.  I  understand  their  offices  have  been  in 
contact  with  one  another.  And  as  pursuant  to  the  initial  enabling 
legislation,  that  is  something  they  have  to  do  before  we  move  to  the 
Floor.  But  it  would  be  my  intention  to  move  to  the  Floor,  either  on 
Tuesday  or  Thursday,  with  respect  to  the  question  of  the  continued 
work  of  the  Committee. 

Senator  Sarbanes.  Is  the  Chairman  preparing  a  Resolution  that 
will  be  taken  up? 

The  Chairman.  It  would  be  my  intent  to  go  forward  with  the 
Resolution.  However,  it  would  be  dangerous  to  do  that  without  the 
leadership.  And  I  believe  that  the  legislative  authority  requires 
that  the  Majority  and  Minority  leaders  meet  in  consultation  to  de- 
cide the  course  of  action  to  take. 
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It  would  be  my  hope  that  after  those  consultations,  I  would  hope 
that  they  could  work  out  an  agreement  whereby  the  Committee 
could  continue  its  work.  If  not,  it  would  be  my  intention  to  move 
a  memorandum  or  a  Resolution  to  the  Floor.  We  have  not  drawn 
that  Resolution.  Again  we  will  sit  with  our  leadership  in  consulta- 
tion to  see  what  they  deem  might  be  appropriate  to  deal  with  this 
question. 

Senator  Sarbanes.  There's  not  such  a  Resolution  available  to 
look  at. 

The  Chairman.  Not  that  I'm  aware  of.  I  think  we  have  spoken 
generally  about  continuing.  Yet  we've  talked  about  generally  a  sum 
of  $600,000.  And  without  setting  a  specific  time,  so  that  we  don't 
run  into  a  situation  where  there  may  be  some  who  might  be  intent 
on  running  out  the  clock,  it  would  be  my  hope — and  I've  said  be- 
fore— that  after  the  conclusion  of  the  trial  in  Little  Rock,  which 
starts  on  March  4th — at  least  it's  scheduled  to,  and  there  are  a 
number  of  key  witnesses  that  I  believe  are  necessary  for  us  to  get 
testimony.  Mr.  Wade  is  one  of  them.  I  believe  his  lawyer  has  indi- 
cated that  he  would  plead  the  Fifth  Amendment. 

There  is  a  question  of  immunity  for  Mr.  Wade.  There  is  a  ques- 
tion, obviously — we  were  very  careful  in  the  memo  not  to  intrude 
on  the  Special  Counsel,  that  it  would  appear  that  we  would  have 
to  get  the  Special  Counsel's  acquiescence.  We  have  not  raised  that 
question  with  him.  It  wouldn't  be  appropriate. 

But  we  would  in  all  likelihood  ask  the  Special  Counsel  if  he  had 
any  objection  to  us  granting  immunity  to  a  number  of  witnesses 
after  he  is  done  with  them.  If  he  has  no  problem  with  that,  that 
is  one  way  we  could  proceed  to  get  the  testimony  from  these  var- 
ious witnesses. 

So  here  we  have  one,  Mr.  Wade,  who  raises  the  Fifth  Amend- 
ment, his  lawyer  does.  We  are  prohibited  from  even  bringing  him 
in  because  his  attorney  has  put  us  on  notice  that  he  would  raise 
the  Fifth  Amendment. 

We  stand  in  recess  until  Wednesday  at  10:00  o'clock. 

[Whereupon,  at  5:50  p.m.,  the  hearing  was  recessed,  to  reconvene 
at  10:00  a.m.  on  Wednesday,  February  28,  1996.] 

[Appendix  supplied  for  the  record  follows:] 


1993 
Skaoden,  Arps,  Slate,  Meagher  &  Flom 

1440  NEW  YORK  AVENUE.  N.W. 
WASHINGTON.  O.C.  2O0O5-2III 


FAX!  IC02I  3B3-87«0 

oinccT  dial 

«o»3?i-  7180 


(202)  3TI-7OO0 


March   25,    1996 


BOSTON 

CHICAGO 

HOUSTON 

LOB  ANCtLKfi 

NCWAM 

NCW  TOOK 

SAN  FRANCISCO 

WILMINQTON 

PCUINO 
MUSSELS 
■UOAPtST 

f  bam  k  rum 

HONG  KONG 
LONDON 
MOSCOW 
PAms 
MlAOUC 
Stdnit 

TOKTO 
TORONTO 


VTA  FACSIMILE  AND  U.S.  MAIL 

Senator  Alfonse  D'Amato 

Chairman 
Senator  Paul  Sarbanes 

Ranking  Member 
Senate  Special  Committee 

on  Whitewater 
534  Dirksen  Building 
Washington,  DC  20510-6075 

Re:   Harold  Ickes  Testimony  of  February 
22.  1996 

Dear  Senator  D'Amato  and  Senator  Sarbanes t 


Pursuant  to  the  notice  and  instructions  provid- 
ed to  us  by  the  Committee,  we  will  shortly  be  submitting 
certain  pages  from  the  draft  transcript  of  the  above- 
referenced  testimony  of  our  client,  Harold  IcJces,  marked 
to  show  appropriate  corrections  and  clarifications. 

In  the  course  of  reviewing  the  transcript, 
however,  it  has  become  apparent  that  the  limitations  the 
Committee  places  on  making  corrections  --  which  permit 
modifications  only  under  very  narrow  circumstances  --do 
not  provide  an  opportunity  to  address  the  numerous 
mischaracterizatlons  of  the  record  and  unfounded  assump- 
tions of  fact  contained  in  statements  preceding  many  of 
the  questions  or  sometimes,  incorporated  in  them.  Ac- 
cordingly, any  corrections  we  submit  would  not  and  could 
not  include  all  the  clarifications  that  would  be  neces- 
sary to  respond  to  all  such  inaccurate  statements  or 
inferences . 

A  few  illustrations  will  suffice  to  demonstrate 
our  concern.   At  several  points,  for  example,  it  was 
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suggested  that  the  White  House  was  "acutely  aware"  of  or 
unduly  concerned  with  the  statute  of  limitations  as  ap- 
plied to  the  RTC  investigation  of  Madison  Guaranty,  and 
that  there  was  an  intentional  plan  by  the  White  House  to' 
let  the  statute  run  out.  This  simply  is  not  supported  by 
the  documents  in  question,  which  showed  that  the  statute 
of  limitations  was  just  one  of  numerous  items  on  the 
Whitewater  response  group's  agenda,  and  that  the  White 
House  understood  that  the  statute  could  always  be  extend- 
ed.  Most  importantly,  it  ignores  the  fact  that  the 
President  signed  into  law  on  February  12,  1994  a  bill  ex- 
tending the  statute  of  limitations. 

Similarly  mischaracterizations  and  baseless 
speculation  preceded  questions  to  Mr.  Ickes  about  his 
interview  by  White  House  Counsel  in  July  1994.   For  exam- 
ple, it  was  stated  that  Mr.  ickes  did  not  submit  to  an 
interview  by  White  House  Counsel  --  when  Committee  staff 
was  aware  that  he  did  -'-  and  that  private  counsel  were 
intentionally  "interposed"  between  the  witness  and  White 
House  counsel  for  some  nefarious  reason,  when  there  is 
absolutely  no  basis  for  that  inference  in  the  record. 
Other  incorrect  speculation  was  stated  as  fact  in  connec- 
tion with  questions  relating  to  events  preceding  Mr. 
Ickes'  Senate  deposition  in  July  1994. 

This  kind  of  interrogation  leads  us  to  conclude 
much  of  the  questioning  had  nothing  to  do  with  fact- 
finding or  legislative  oversight,  and  everything  to  do, 
in  Senator  Dodd's  words,  with  playing  "gottcha"  to  try  to 
snare  witnesses.   This  is  similar  to  what  occurred  during 
Mr.  Ickes'  deposition,  when  counsel  refused  to  show  the 
witness  his  own  notes  from  the  February  2  meeting  to  re- 
fresh his  recollection.   An  inquiry  truly  aimed  at  estab- 
lishing the  facts  would  want  to  make  sure  a  witness's 
recollection  was  refreshed  by  accurate,  contemporaneous 
notes  --  not  to  trip  him  up  and  have  him  guess  at  an- 
swers . 
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Chairman 
Senator  Paul  Sarbanes 

Ranking  Member 
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In  closing,  Mr.  Ickes  will  provide  the  Commit- 
tee with  minor  corrections  to  the  transcript  shortly.  I 
would  ask  that  they,  along  with  this  letter,  be  incorpo- 
rated into  the  official  record  of  the  Committee's  pro- 
ceedings . 


iy, 

ert  S .  Bennett 


^^ 


ccs   Edward  M.  Malan,  Bditor 
Senate  Banking  Committee 
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Via  Facsimile  and  U.S.  Mail 

Robert  S.  Bennett,  Esq. 
Skadden,  Arps,  Slate,  Meagher  &  Flom 
1 440  New  York  Avenue,  N W 
Washington,  D.C.  20005 

Dear  Mr.  Bennett: 

I  write  in  response  to  your  letter  of  March  25,  1996,  to  the  Whitewater  Special 
Committee  regarding  Harold  Ickes'  testimony  at  the  Committee's  hearing  on  February  22, 
1996.  As  you  requested,  your  letter  will  be  included  in  the  official  record  of  the 
Committee's  proceedings. 

Alterations  to  Committee  transcripts  are  permitted  to  correct  grammatical  errors, 
obvious  errors  of  fact  and  errors  in  transcription.  Mr.  Ickes,  like  all  other  witnesses,  was 
questioned  under  oath  and  on  the  record.  The  Committee  does  not  authorize  witnesses  to 
use  the  errata  sheet  to  change  the  substance  their  testimony  after  the  fact.  That  practice 
would  defeat  the  purpose  of  taking  sworn  testimony. 

Mr.  Ickes  was  represented  by  experienced  counsel  during  his  testimony.  He  certainly 
had  every  opportunity  during  the  day-long  hearing  to  make  any  statements,  modifications, 
or  clarifications  regarding  the  subject  matters  covered  by  his  testimony. 

Aside  from  vague  and  unsupported  protestations,  your  letter  raised  three  specific 
issues.    We  believe  that  none  has  any  merit. 

First,  you  complained  about  Committee  counsel's  question  to  Mr.  Ickes  regarding  the 
relevance  of  the  statute  of  limitations  to  the  investigation  in  January  1994.  The  following 
exchange  appears  at  pages  35-36  of  the  transcript: 

Q:  [Ojne  of  the  issues  was  whether  in  January  of  1 994,  one  of  the  considerations 
in  the  mind  of  the  people  at  the  White  House  who  ultimately  met  with  Mr. 
Altman  was  an  acute  awareness  of  the  fact  that  the  statute  of  limitations  on 
the  RTC  investigation  of  Madison  and  the  Rose  law  Firm  was  going  to  expire 
at  the  end  of  February  unless  there  was  an  extension,  and  that  had  a  great 
deal  of  relevance  to  the  discussions  with  Mr.  Altman  in  terms  of  his  recusal. 
Do  vou  remember  that  being  the  issue  that  was  on  the  table? 
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A:         I  do.    I  remember  a  number  of  Senators  up  there  talking  about  it  at  great 
length. 

Mr.  Ickes  thus  confirmed  that  the  statute  of  limitations  as  applied  to  the  RTC  investigation 
of  Madison  Guaranty  was  a  relevant  issue  for  the  White  House. 

Second,  you  complained  about  the  characterization  that  a  private  lawyer  was 
interposed  between  Mr.  Ickes  and  the  White  House  Counsel's  office.  Mr.  Ickes  defended 
himself  against  any  such  charge:  "I  didn't  have  my  lawyer  convey  it.  And  I  was 
interviewed  personally  by  Ms.  Sherburne  and  Ms.  Cheston."  (Hrg.,  2/22/96,  p.  184). 
During  the  same  testimony,  however,  Mr.  Ickes  himself  used  his  lawyer  as  a  shield  from  any 
knowledge  about  the  meeting  with  the  White  House  Counsel's  office:  "I  don't  know  what 
information  she  conveyed.  Somebody  else  took  those  notes.  I  wasn't  present.  I  don't  know 
the  context."   (Hrg.,  2/22/96,  p.  185). 

Third,  you  complained  that  William  Codinha,  then  Democratic  Special  Counsel  to 
the  Senate  Banking  Committee,  did  not  show  Mr.  Ickes  his  notes  of  a  February  2,  1994, 
meeting  when  Mr.  Ickes  was  deposed  on  July  24,  1994.  However,  Mr.  Ickes  specifically 
testified  that  he  had  previously  reviewed  his  notes  (Ickes  dep.,  7/24/94,  pp.  231-232),  and 
Mr.  Ickes  reaffirmed  this  testimony  before  the  Committee: 

Q:        Now,  this  is  the  question.   I  will  go  back  to  line  2.  What  was  the  content  of 
those  notes? 

I  have  no  idea,  I  have  to  look  that  up. 

Did  you  review  those  notes  before  you  made  a  production  to  Mr.  Fiske? 
Answer:  I  did. 

Did  you  review  those  notes  before  the  production  as  made  here? 
Answer:  Yes. 

Now.  Mr.  Ickes.  vou  had  an  opportunity  actually  to  make  corrections  in  the 
deposition,  didn't  you? 

A:         As  I  recall,  I  did. 

Q:        Okay.    And  do  you  have  reason  to  believe  that  the  printed  record  of  your 
answers  is  incorrect? 

A:         I'm  not  disputing  the  answer.    I'm  disputing  the  interpretation  of  the  word. 

(Hrg.,  2/22/96,  p.  34). 
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It  is  ironic  that  Mr.  Ickes  is  complaining  about  not  seeing  notes  that  he  testified  he 
had  reviewed.  As  you  no  doubt  recall,  notes  in  Mr.  Ickes'  possession  in  1994,  long 
requested  and  subpoenaed  by  the  Committee,  were  not  produced  until  February  20,  1996. 


Sincerely, 


Robert  J.  Giuffra,  Jr. 
Chief  Counsel 


Richard  Ben-Veniste 
Minority  Special  Counsel 


Edward  M.  Malan 
Editor 
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BY  HAND 

Senator  Alfonse  M.  D'Amato 

Chairman 
Senator  Paul  S .  Sarbanes 

Ranking  Member 
Special  Whitewater  Committee 
United  States  Senate 
534  Dirksen  Building 
Washington,  D.C.    20510-6075 

Re:   Testimony  of  Harold  Ickes,  February  22,  1996 

Dear  Senator  D'Amato  and  Senator  Sarbanes: 

Enclosed,  per  our  previous  correspondence, 
please  find  corrections  to  selected  pages  of  the  tran- 
script of  Harold  Ickes'  testimony  of  February  22,  1996. 
We  ask  that  these  corrections  be  incorporated  in  the 
official  record  of  the  Committee's  proceedings. 

On  March  26,  1996,  Chief  Banking  Committee 
Counsel  Robert  J.  Giuffra,  Jr.  wrote  to  advise  us  that 
our  letter  of  March  25,  1996  would  also  be  included  in 
the  official  record,  which  we  greatly  appreciate.   Mr. 
Giuffra  also  took  issue  with  several  of  the  points  we 
made  in  that  letter.   While  we  do  not  agree  with  Mr. 
Giuffra' s  responses,  we  do  not  intend  at  this  time  to 
replow  that  ground.   We  do,  however,  wish  to  address  one 
new  assertion  that  Mr.  Giuffra  made,  namely,  the  sugges- 
tion that  any  of  the  documents  produced  by  the  White 
House  on  February  20,  1996  from  Mr.  Ickes'  files  should 
have  been  produced  in  response  to  the  Committee's  1994 
document  request.   We  vigorously  dispute  this. 
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Senator  Alfonse  M.  D'Amato 

Chairman 
Senator  Paul  S.  Sarbanes 

Ranking  Member 
Special  Whitewater  Committee 
United  States  Senate 
April  18,  1996 
Page  2 


There  appears  to  be  a  mis impress ion  that  the 
Committee's  1994  document  request  related  generally  to 
Whitewater,  or  to  the  RTC  investigation  or  the  statute  of 
limitations,  regardless  of  whether  a  communication  or 
contact  with  a  Treasury  Department  official  was  involved. 
It  clearly  did  not.   The  Committee's  request  of  June  22, 
1994  specifically  sought  documents  relating  to  "communi- 
cations between  officials  of  the  White  House  and  the 
Department  of  Treasury  or  the  Resolution  Trust  Corpora- 
tion relating  to"  Whitewater  or  Madison.   This  request 
tracked  the  resolution  of  inquiry  under  which  the  Banking 
Committee  was  operating  at  the  time.1 

None  of  the  new  material  produced  from  Mr. 
Ickes'  files  on  February  20  related  to  White  House-Trea- 
sury contacts.   Indeed,  the  vast  majority  of  the  docu- 
ments dated  from  January  1994  --  before  any  such  contacts 
involving  Mr.  Ickes.   They  therefore  could  not,  and  did 
not,  relate  to  communications  between  White  House  person- 
nel and  Treasury  or  RTC  officials.3 


Other  parts  of  the  request,  not  relevant  here, 
sought  documents  pertaining  to  the  investigation 
into  Vincent  Foster's  suicide  and  the  handling  of 
documents  in  his  office  at  the  time  of  his  death. 

One  document  that  was  produced  in  its  entirety  on 
February  20,  1996  (#S020789)  does  contain  a  single 
reference  to  the  contacts,  but  that  reference  was  in 
fact  produced  to  the  Committee  in  July  1994  in  a 
redacted  version  of  the  document.   See  X000533.   In 
addition,  we  have  recently  learned  that  an 
unredacted  version  of  this  document  was  in  fact 
produced  to  the  Committee  by  the  White  House  on 
November  2,  1995  (#S9845)  .   Accordingly,  this  docu- 
ment was  produced  as  appropriate,  when  called  for  by 
the  Committee. 
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Senator  Alfonse  M.  D'Amato 

Chairman 
Senator  Paul  S.  Sarbanes 

Ranking  Member 
Special  Whitewater  Committee 
United  States  Senate 
April  18,  1996 
Page  3 


To  underscore  that  the  Committee's  1994  request 
was  limited  to  White  House -Treasury  contacts,  one  need 
look  no  further  than  comments  made  by  then- Chairman 
Senator  Donald  Riegle,  during  the  Committee's  August  4, 
1994  hearing.   The  issue  before  the  Chairman  at  the  time 
was  the  proper  scope  of  inquiry  into  document  ##S007288- 
7313,  the  Neil  Eggleston  memorandum  of  February  28,  1994. 
That  memorandum,  as  you  are  aware,  dealt  with  the  FDIC 
and  RTC  investigations  into  Madison/Whitewater,  the 
statute  of  limitations,  and  the  Rose  Firm.   The  document 
was  initially  produced  to  the  Committee  in  redacted  form, 
because  the  White  House  concludeu  that  those  matters  were 
not  called  for  by  the  document  request.   At  the  hearing, 
the  Committee  was  provided  with  the  full  document. 
However,  the  Chairman  still  limited  questioning  to  the 
final  section  concerning  the  ramifications  of  Mr. 
Altman's  February  25,  1994  recusal,  and  advised  the 
witness  that  he  should  restrict  his  responses  to  only 
that  part  of  the  memo,  as  that  part  alone  was  within  the 
Committee's  charter.  (See  Transcript  of  Hearing  (Aug.  4, 
1994)  at  310-312.)   As  the  Chairman's  comments  and  ac- 
tions made  clear,  matters  relating  generally  to  the  RTC 
investigation  of  Madison  or  generally  to  the  statute  of 
limitations  were  not  at  the  time  material  to  the 
Committee's  resolution  of  inquiry  or  responsive  to  its 
document  request. 

Additionally,  we  note  that  the  Committee  did 
not  generally  request  records  Mr.  Ickes  kept  of  the 
Whitewater  Response  Group  until  February  15,  1996,  even 
though  it  had  been  aware  of  their  existence  since  Mr. 
Ickes'  deposition  in  1994.   This  further  indicates  that 
the  Committee  recognized  that  these  documents  were  not, 
as  a  broad  category,  responsive  to  previous  Committee  re- 
quests . 

Finally,  as  you  know,  the  White  House  Counsel's 
office  took  responsibility  for  producing  White  House 
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Senator  Alfonse  M.  D'Amato 

Chairman 
Senator  Paul  S.  Sarbanes 

Ranking  Member 
Special  Whitewater  Committee 
United  States  Senate 
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documents  responsive  to  Committee  requests  directed  to 
individual  White  House  personnel,  including  Mr.  Ickes. 
In  March  1994,  in  response  to  an  Independent  Counsel 
subpoena  regarding  White  House -Treasury  contacts,  Mr. 
Ickes  made  a  sweep  of  his  files  and  turned  over  anything 
arguably  responsive  to  both  his  personal  counsel  and  to 
the  White  House  Counsel's  Office.   The  White  House 
Counsel's  staff  later  culled  that  group  for  documents 
responsive  to  the  Committee's  June  1994  request.   Two  of 
the  documents  produced  to  the  Committee  on  February  20, 
1996  --  including  the  January  16,  1994  notes  of  a  meeting 
regarding  Whitewater  held  in  a  private  home  -  -  were  among 
those  given  to  White  House  Counsel  in  March  1994.   When 
the  Counsel's  Office  undertook  to  respond  to  the  Commit- 
tee's June  1994  request,  it  evidently  determined  that 
these  documents  were  not  responsive  --  a  conclusion  with 
which  we  would  have  concurred. 

As  Mr.  Ickes  explained  when  he  testified,  he 
deeply  regrets  that  the  documents  produced  in  February 
1996  were  not  provided  to  the  Committee  earlier,  but  his 
failure  to  do  so  was  wholly  inadvertent,  and  he  had  no 
intention  to  conceal  anything  from  the  Committee.   We  do 
not  agree,  however,  that  these  documents  were  "long 
requested"  or  "long  .  .  .  subpoenaed  by  the  Committee, " 
or  with  the  suggestion  that  any  of  these  documents  should 
have  been  produced  in  1994. 
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Senator  Paul  S .  Sarbanes 

Ranking  Member 
Special  Whitewater  Committee 
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We  ask  that  this  letter  also  be  made  part  of 
the  record  of  Committee's  official  proceedings. 


Sincerely, 


Robert  S.  Bennett 


Enclosures 

cc:   Edward  M.  Malan,  Editor 
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April  22,  1996 

Via  Facsimile  and  U.S.  Mail 

Robert  S.  Bennett,  Esq. 
Skadden,  Arps,  Slate,  Meagher  &  Flom 
1440  New  York  Avenue,  N.W. 
Washington,  D.C.  20005 

Dear  Mr.  Bennett: 

The  Special  Committee  to  Investigate  Whitewater  Development  Corporation 
and  Related  Matters  has  received  your  letter  of  April  18,  1996  to  Chairman 
D'Amato  and  Senator  Sarbanes  regarding  Mr.  Harold  Ickes'  testimony  to  the 
Committee  on  February  22,  1996.  As  requested,  your  letter  will  be  included  in 
the  record  of  the  Special  Committee's  proceedings. 

You  requested  that  the  Special  Committee  make  certain  corrections  in  the 
transcript  of  Mr.  Ickes'  February  22,  1996  testimony.  As  you  know,  the  Special 
Committee's  rules  permit  alterations  of  its  transcripts  only  to  correct  grammatical 
errors,  obvious  errors  of  fact  and  errors  in  transcription.  Many  of  your  requested 
corrections  exceed  these  parameters  and  would  change  substantively  Mr.  Ickes' 
testimony  to  the  Special  Committee.  Accordingly,  Chairman  D'Amato  has 
instructed  the  Special  Committee's  editor,  Edward  Malan,  to  make  the  corrections 
you  requested  on  pages  67,  74,  143,  167,  182,  and  259  of  the  transcript,  but  not 
those  requested  on  pages  29,  30,  32,  100,  and  239  of  the  transcript.  Enclosed  is 
Chairman  D'Amato's  memorandum  to  Mr.  Malan  to  that  effect. 

In  lieu  of  altering  the  transcript  of  Mr.  Ickes'  testimony  on  page  239,  the 
Special  Committee  will  take  note  that  you  have  advised  the  Special  Committee  that 
Mr.  Ickes  had  a  White  House  pass  that  was  revoked  in  September  1993. 

Your  April  16,  1996  letter  states  that  none  of  the  documents  produced  by 
the  White  House  from  Mr.  Ickes'  files  on  February  20,  1996  was  covered  by  the 
June  22,  1994  request  for  documents  from  the  Committee  on  Banking,  Housing, 

and  Urban  Affairs.    The  record  is  to  the  contrarv. 
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Robert  S.  Bennett,  Esq. 
April  22,  1996 
Page  2 

The  Banking  Committee's  June  22,  1994  letter  to  Mr.  Ickes,  a  copy  of 
which  is  attached,  requested  all  records,  regardless  of  format,  in  Mr.  Ickes' 
custody,  control,  or  possession  "that  relate  in  any  manner"  to  communications 
between  the  White  House  and  the  Department  of  the  Treasury  or  the  Resolution 
Trust  Corporation  ("RTC")  concerning  Whitewater  Development  Corporation 
("Whitewater")  or  Madison  Guaranty  Savings  and  Loan  Association  ("Madison"). 
This  request  encompassed  not  only  documents  specifically  referencing  White 
House-Treasury  contacts,  as  your  letter  asserts,  but  also  records  that  were  more 
generally  relevant  to  such  contacts-including  records  that  reflect,  refer,  or  relate 
to  the  subject  matters  discussed  in  the  meetings  and  communications  between 
White  House  and  Treasury  or  RTC  officials.  Cf.  Morales  v.  Trans  World  Airlines, 
Inc.,  504  U.S.  374,  383  (1992)  (adopting  a  broad  interpretation  of  "relating  to"). 

There  can  be  little  doubt  that  notes  and  documents  relating  to  the  statute  of 
limitations  governing  claims  brought  by  the  RTC  arising  from  the  failure  of 
Madison  were  relevant  to  the  White  House-Treasury  contacts.  Mr.  Ickes  himself 
acknowledged  this  fact  when  he  testified  to  the  Banking  Committee  on  August  4, 
1994.  His  opening  statement  to  the  Banking  Committee  dealt  almost  entirely  with 
the  statute  of  limitations  and  his  state  of  knowledge  with  respect  to  this  issue  prior 
to  and  after  the  February  2,  1994  meeting  between  White  House  officials  and 
Treasury  and  RTC  officials  Roger  Altman  and  Jean  Hanson.  See  S.  Hrg.  103- 
889,  Vol.  IV,  Hearings  Relating  to  Madison  Guaranty  S&L  and  the 
Whitewater  Development  Corporation- Washington,  DC  Phase,  pp.  353- 
355.  Therefore,  the  Banking  Committee's  June  22,  1994  document  request 
encompassed  documents  numbered  S9908-S9911,  produced  to  the  Special 
Committee  on  November  2,  1995,  and  documents  numbered  S20819,  S20888, 
S20790,  produced  to  the  Special  Committee  on  February  20,  1996. 

Finally,  your  April  16,  1996  letter  states  that  the  Special  Committee  did  not 
request  notes  and  records  relating  to  the  Whitewater  Response  Group  until 
February  15,  1996.  The  record  is  to  the  contrary.  On  August  25,  1995,  the 
Special  Committee  requested  from  the  White  House  all  records,  in  whatever 
format,  that  relate  in  any  manner  to,  among  other  things,  Whitewater  and 
Madison.  This  request  was  repeated  in  the  Special  Committee's  October  30,  1995 
subpoena  commanding  production  of  all  such  records.  Obviously,  records  and 
notes  of  the  self-described  Whitewater  Response  Team  relate  to  Whitewater  and 
Madison. 
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In  any  event,  Mr.  Ickes  testified  to  the  Banking  Committee  in  1994  that, 
despite  having  reviewed  his  records  prior  to  their  production  to  the  Special 
Counsel  and  the  Banking  Committee,  Mr.  Ickes  did  not  recall  any  reference  to  the 
issue  of  the  statute  of  limitations  in  his  notes.  (Ickes  dep.,  7/24/94,  pp.  231-232). 
The  Special  Committee  does  not,  as  you  suggest,  bear  the  burden  of  identifying 
specific  notes  that  are  responsive  to  its  request  and  subpoena,  especially  given  Mr. 
Ickes'  prior  testimony  about  such  notes. 


Sincerely, 


Chief  Counsel 


cc:      Richard  Ben-Veniste 

Minority  Special  Counsel 
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Hnitd  3cara  ^Senate 

COMMITTEE  ON  BANKING.  HOUSING.  ANO 
URBAN  AFFAIRS 

WASHINGTON,  oc  :osio-do;s 


rune    22,     1994 


Harold  Ickes 

Assistant  to  the  President  and  Deputy  Chief  of  Staff 

1600  Pennsylvania  Avenue,  N.W. 

Washington,  D.C.  20500 

Dear  Mr.  Ickes : 

On  June  21,  1994,  the  Senate  passed  Senate  Resolution  229, 
a  copy  of  which  is  enclosed,  directing  the  Committee  on 
Banking,  Housing,  and  Urban  Affairs  to  conduct  hearings  on 
matters  specified  in  the  resolution. 

In  preparation  for  the  hearings,  we  request  that  you 
provide  to  the  Committee  all  records  that  are  within  your 
custody,  control,  or  possession,  regardless  of  format,  that 
relate  in  any  manner  to  the  following  subjects: 

(a)  communications  between  officials  of  the  White  House 
and  the  Department  of  the  Treasury  or  the  Resolution 
Trust  Corporation  relating  to  the  Whitewater 
Development  Corporation  and  the  Madison  Guaranty 
Savings  and  Loan  Association; 

(b)  the  Park  Service  Police  investigation  into  the  death 
of  Vincent  Foster;  and 

(c)  the  way  in  which  White  House  officials  handled 
documents  in  the  office  of  Vincent  Foster  at  the  time 
of  his  death. 

These  records  should  be  delivered  to  Kelly  Cordes,  the 
Committee's  Chief  Clerk,  534  Dirksen  Senate  Office  Building. 
As  you  know,  Senate  Resolution  229  provides  that  public 
hearings  on  this  matter  begin  no  later  than  July  29,  1994. 
Therefore,  it  is  necessary  that  these  documents  be  received  by 
the  Committee  no  later  than  July  1,  1994,  and  prior  to  that 
date,  if  possible.   Please  provide  us,  together  with  the 
delivery  of  documents,  with  a  list  of  the  records  that  you  are 
submitting  so  that  the  Committee  and  you  have  a  common  list  of 
the  records  supplied  by  you. 
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Harold  Ickes 
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If  you  at  one  time  had  records  on  the  matters  listed 
above,  but  have  provided  them  to  someone  else,  please  advise  us 
in  writing,  by  July  1,  1994,  to  whom  .you  provided  those  records 
and  furnish  us  a  list  of  the  records  provided. 

If  you  have  any  questions  concerning  this  request,  please 
call  Michael  Davidson,  Senate  Legal  Counsel,  at  224-4435. 
This  request  is,  of  course,  an  initial  request  and  may  be 
supplemented  by  additional  ones.   If  you  will  be  represented  in 
these  proceedings,  please  advise  us  of  the  name,  address,  and 
telephone  number  of  your  counsel. 

Your  cooperation  in  this  matter  is  greatly  appreciated. 


Sincerely, 


7>'JLX- 


AIf«afcse  M.  D'Amato 
Ranking  Member 


Cz.  . 


Enclosure 
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Skadden,  Arps,  Slate,  Meagher  &  Flom 
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1440  NEW  YORK  AVENUE.  N.W. 
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VIA    FACSIMILE 

Hon.  Alfonse  D'Amato, 

Chairman 
Hon.  Paul  Sarbanes, 

Ranking  Member 
Special  Whitewater  Committee 
United  States  Senate 
534  Dirksen  Building 
Washington,  D.C.  20510 

Re:   Harold  Ickes'  February  22,  1996  Tes- 
timony  

Dear  Senators  D'Amato  and  Senator  Sarbanes: 

We  write  in  response  to  a  letter  from  Committee 
Counsel  Robert  J.  Giuf fra,  Jr. ,  transmitting  a  memorandum 
from  Senator  D'Amato  to  Edward  M.  Malan  in  which  the 
Chairman  directs  Mr.  Malan  to  refrain  from  making  certain 
specified  corrections  in  the  transcript  of  the  above- 
referenced  testimony  by  our  client,  Harold  Ickes. 

We  object  to  the  Committee's  refusal  to  include 
certain  clarifications  to  Mr.  Ickes'  testimony,  as  re- 
quested by  us .   Mr.  Giuf fra  asserts  that  the  rules  permit 
corrections  only  for  grammatical  errors,  obvious  errors 
of  fact  and  errors  in  transcription,  and  thus  certain  of 
the  changes  we  requested  were  disallowed.   However,  the 
directions  provided  by  the  Committee  also  permitted 
"minor  clarifying  changes.  .  .  if  they  do  not  change  the 
original  statement."   In  the  changes  that  were  disal- 
lowed, no  alteration  was  made  to  the  substance  of  the 
original  statement;  in  almost  all  cases,  words  were 
simply  added  to  them  for  purposes  of  clarification.   Ac- 
cordingly, they  are  permitted  under  the  rules,  and  we 
urge  that  they  be  included.  If  not,  we  would  at  a  minimum 
ask  that  the  corrections  we  proposed,  which  were  attached 


2010 


Hon.  Alfonse  D'Amato, 

Chairman 
Hon.  Paul  Sarbanes, 

Ranking  Member 
April  23,  1996 
Page  2 


to  our  letter  of  April  18,  1996,  be  included  in  the 
record  along  with  that  letter,  so  that  the  public  record 
at  least  will  reflect  that  Mr.  Ickes  attempted  to  assure 
the  record  was  accurate  and  complete. 

In  that  respect,  it  is  significant  that  several 
of  the  clarifications  that  were  disallowed  seek  to  reit- 
erate the  fact  that  Mr.  Ickes  reviewed  documents  in  March 
1994  and  turned  them  over  to  counsel  at  that  time.   The 
clarifications  are  not  needed  to  correct  Mr.  Ickes' 
responses  so  much  as  to  correct  misimpressions  that  may 
have  been  created  by  the  way  counsel  framed  his  questions 
to  Mr.  Ickes.   The  Committee,  moreover,  has  no  reason  to 
doubt  that  the  clarifications  are  accurate  and  correct  as 
to  those  facts.   Accordingly,  the  Committee's  refusal  to 
allow  these  changes  only  gives  support  to  those  who  claim 
that  some  on  the  Committee  are  engaged  in  a  game  of 
"gottcha, "  and  are  less  concerned  about  accuracy  and 
completeness . 

As  to  Mr.  Giuffra's  other  comments  about  the 
scope  of  the  Committee's  June  22,  1994  document  request, 
the  record,  including  Chairman  Riegle's  comments  at 
August  4,  1994  hearing,  speaks  for  itself.   The  request 
was  reasonably  understood  by  all  at  the  time  to  be  limit 
ed  to  documents  specifically  relating  to  White  House- 
Treasury  contacts,  and  we  will  not  revisit  the  issue 
here. 

Again,  we  ask  that  this  letter  be  included  in 
the  official  record  of  the  Committee. 


cc:  Edward  M.  Malan 
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MEMORANDUM 


The   First   Lady 


COMFTDSW^T 


FROM:     Harold  Ickaa 
DATE:      1  March  1994 


Attached  is  a  copy  o 
memorandum  to  me  regarding 
the  Rose  Law  Firm  ("Rose"! 
the  FDIC  report,  dated  1 
conflicts  of  interest  r 
against  Madison  Guaranty, 
concerning  the  same  cubjejct 


f  W.  Neil  Eggleaton'a  28  February  1994 

certain  issues  involving  the  RTC  and 

)  .   Attached  to  that  memo  are  copies  of 

February  1994,  concerning  possible 

eg|arding  Rose's  representation  of  the  FDIC 

anq  the  RTC's  8  February  199|4~]report 


r^" Tr  is  my  understanding  Hhac  shortly  after  Roge-f  Alriman  met 

with  Bernie  Nussbaum,  me  and  others  concerning  the  RTC  s  tatuce  of 
limitations,  he  received  an  opinion  from  an  ethics  offider  of  the 
Treasury  Department  that  he,  as  the  acting  head  of  RTC,  'did  "net 
have  to  recuse  himself  from  matters  involving  Rose/Madison 
/ptt«rancy .  1   will  connrm  tnis  situation.    =      •>. 

Please  let  me  know  if  you  want  to  discuss  the  attached. 
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the  IG  will  adopc  tha  broadest  possible  interpretation  of  ita 
mandate. 


Tfte  RTC  Report, 


The  RTC  report  wag  reltfd^ad  un  Tabi'uaiy 
Senator  D'Amato. 


1!94  by 


The  RTC  report  differs  in  two  major  respects  from  the 
pj-.«.(  chn  ^tp |_rt'iri  nnt  intsrv^w  «ny  Rose | law  firm 
RTC  records  and  interviewed  rtc 
report  is  factual  only.\  Tfie  report 


x  raputt. 
'attorneys.   The  RTC  reviewed 
employees  only.   Second,  the 
reached  no  conclusion  on  whe 
conflict.   As  the  report 


her  tha  Rose  law  firm  ha1! 
describes  it  scope,  "This  investigation 
focused  only  on  whether  <j»r  not  Rose  disclosed  its  previous 
representation  of  Madison  to  tha  FDIC  and  RTC." 


The  RTC  concluded  that  Rosa  did  not  disclose  either  its 
prior  representation  of  Madison  Guaranty  or  Mr.  Hubbell's 
relationsnip  with  Mr.  Ward.1   The  report  acknowledges  f— however, 
that  within  a  few  months)  of  tha  retention,  the  supervisory  FDIC 
^attorney,  Ms.  Breslaw,  wUs  made  aware  of  Mr.  Hubbell/s| 
n^im-finn-s^p  wi*-*  mt-.  w^frri .  \   Ms.  Breslaw  deteminejKthat  no 
conflict  existed. 


Tha  RTC  did  net  hire  the  Rose  law  firs;  rather,  the 
rsts.-.tlsr.  by  the  FDIC  took  place  before  the  RTC  was  even  in 

istence.   Further" — iha  rtc  acknewiodgoii  J  n  ita^repcrr  tr.at  it 
had  no  outside  conflicts  committee,  nor  regulations^  guidance  or 
policy  on  conflicts  until  after  1989. 


The  conclusion  of  the  RTC  report  is  that  the!  matter  was 
referred  to  the  Office  of  tha  General  Counsel  (Ellen  Kulka)  for 
any  action  that  it  deems  appropriate.' 


1  An  ultimate  finding  that  Rose  had  not  disclosed  either  the 

or  representation  of  Madison  Guaranty  or  the  Ward  relationship 

would  be  a  finding  that  Mr.  Hubbell  was  nbo,  truthful  in  his 

ollection.  Mr.  Hubbell  told  the  FDIC  when  l^^as  preparing  its 

port  that  he  advised  FDIC  attorneys  about  \the  prior  Roca 

resentation — &4 — Madison — rcnwrsntyy  and  bal:Uav«*\  that  he  also 

advised  the  government  attorneys  about  his  relationship  with  Mr 

Ward.  Mr.  Hubbell  was  not  interviewed  by  the  RTC  attorneys  during 

the  preparation  of  thair  report. 


J  Aa  notad  above,  the  RTC  report  only  addressed  the  factual 
issues  of  representation  and  disclosure.  ' The  report  did  not 
attempt  to  apply  the  facts  to  any  applicable  conflicts  rules  or 
regulations.  It  is  not  clear  what  the  RTC  General  Counsel,  Ma. 
Kulka,  will  do  with  the  report.   The  RTC. has  an  Outside  Counsels' 

(continued. . .) 
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AC   the   haaring,    Mr.    Altaan    agreed   to   refar   t.-.a   RTC 
th«   RTC   IG   for   raview.  .- 

wnat  aanotion  could  b«    iapoaed   if   the  roiC/R^C   £inda 
that   the  Rose   lav  fira  had   a   conflict  of   interest  or  an 
appearance  of   1  Coflriiot    In  handling  taaTroat    i  Co. 
litigation  in  1989   and   failed  to  diaoloaa  that 
conflict? 


\a   noted  above,    ,it   <«   act   dear  <■/**«•*»»».  j»^  FDIC  or  the 

*C  will   review  this  matter  under  an   actual  conf  lictStandard  or 
in    appearance   of   a  conflict  standard.       It  would  sees  that!  to 
.mpose   any   sanction,    the   IS  would   have   to   decide  that   thai  Rose 
;f ira  violated  a  duty  that  (was  [in  existence  at  the  tiae,Laot  a 
duty  that   later  becaae  more  strict. 


The  most  severe 
finding  that  the  Rose  law 
representation  of  Madison 
iNard  and  that  it  breached 
fira  would  be  permanently 


sanction  that  would  likely  flow  from  a 
fira  had   a   duty  to  disclose   its  prior 
Guaranty   and   its   relationship  with  Hr. 
than  duty  would  be  that  the  Rose  law 
barred   f roa  any   further  work  /for  the 


RsTC   or   the   FDIC    (and  possibly  J  other   banking  regulators^  .  I  Lesser 
»^'""«    <-iposed  by  tha  yequjatory   agencies  miqht__a*so   be 
possible,    such   as   a  temporary   bar.  ,     ,^  utuvJ- jff^^z 

, into  7  PrruJ  U-TTt  / 

Under  the   facts  as  we  now  understand  thea,    it  vcuid 
seen  quite   unlikely  that   the  RTC   could  bring  a  civil  action 
aga-rr'.su   u:e   Ruba   rtra  or   any  of    ico   attorneys   for— failure  to 
disclose   the  conflict.     To  prevail,    the  RTC  would  have  to  show 
/fraud  or   intentional  misccnduct  that  caused  substantial   loss  to 
/the    institution  or  unjust  enrichment   to  the  Rose  fira.  \   The  RTC 
could  only   really  show  fraud  or   intentional  misconduct  4^T   it 
could  demonstrate  that  the  Rose   law   fira  "threw"   the  Frost  i  Co. 
litigation   because  of   ita   prior   representation  of  Madison 
Cuaranty . 

Criminal    liability    for   the    Rose   fira  would   seem  even 
more   remote.      To   prevail,    the   Special   Counsel  vaodd  have   to   show 
that  Rose   acted  with  intent  to  defraud   the  savings^  and   loan  or 
wilfully  made   false  statements   to   the   FDIC/RTC  tmrough   its 
^failure   to   disclose  the  conflict 


CiJiUnci 


'.That   civil  matters    is    the   RTC   investigating  A,  v&o  can   it 
aUa,    and  way  didn't  ve    hear   anything  about—aljcivil 
investigation  until   lata    19937 


2( .  .  .  continued) 
Conflicts   Committee  to  which  she  could  refer  the  report.      She  could 
presumedly   also   refer  the   report  with   a   recommendation   to  the  RTC 
Acting   CEO   Jack   Ryan   for   action. 
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Tha  RTC  is  investigating  whether  it  has  a  civil  tort 
action  again«t  anyone  who  caused  a  loss  to  Madison  Guaranty. 
This  would  include  insiders  such  as  James  and  Susan  Mcl0ougal  and 
memcers  of  the  Board  of  Madison.  It  also  includes  professionals 
"vhoprovidad  service  to  Madison  Guaranty,  such  as  tt^e  Rose  law 
firm",  other1  iaV  rinns,  and  accounting  firms. — The-Frost  &  Co. 
suit  is  an  example  of  a  suit  against  a  professional  service 
provider  that  caused  loss  to  Madison  Guaranty  through  a 
audit.  The  RTC  could  also  sua  outsiders,  including  the 
and- Mrs.  Clinton, — if  the,  RTC  found  that-  rh«  n»f<^ 


insiders  illegally  to  divert 
example,  if  the  RTC  belifeved 
received  diverted  Madison  as 
that  the  Clintons  knowingly 


asaets  of  the  savings 
that  the  Clinton  campa 
sets  at  the  April  19 
received  other  diverted 


Guaranty  assets  through  Whitawatar,  it  could  bring  suit.  The  RTC 
commonly  sues  the  recipi 


snt 

that  the  borrower  knew  tiat 


Under  the  legi 


claim  within  three  years 


of 


predecessor)  took  over  the  institution 


negligent 
President 
wbrked  with 
oan.  For 
nowingly 
aiser  or 
son 


?f  a  loan  where  it  has  information 
the  loan  was  improper. 


slataon  creating  the  RTC  in  1989,  the  RTC 


as  conservator  of  a  failed  savings  and  loan  had  to  brfnlg  a  tort 


the  time  the  RTC  (or  FDK 


Llson  Guaranty  on  February 
brought  by  February  28,  1992 
campaign. 


28,  1989.   Thus,  all. 


over 

had  to  be 


That  day  passed  during  the 


The  Resolution  Trust  Corporation  Completion  Act,  signed 
y- the  President  on  December  17 1 — i,9»3# — rwviv«K>  the  possibility  of 
a  civil  action.   Under  that  legislation,  a  narrow  class  of  torts- 
-those  that  were  fraudulent  or  involved  intentional  misconduct 
and  that  either  caused  substantial  loss  to  the  institution  or 
unjust  enrichment  to  the  defendant— were  revived.   The-1  statute 
extended  the  limitations  period  such  that  this  category  of  tort 
could  be  brought  within  five  years  of  the  time  the  RTC  took  over 
the  institution.4  Moreover,  the  statute  specifically  provided 
that  the  five  year  period  would  apply  even  if  the  three  year 
limitations  period  had  already  run.1 


1  I  am  unaware  of  any  civil  suits  brought  b 
February  28,  1992,  but  I  would  not  be  surpris 


•QourjaJ and Other inairini-a.        McOougal    vac     i: 


he  RTC  prior  to , 
f  it  had  sued 
'icted  in  1989  for 
bank  fraud  involving  Madison  Guaranty,  and  was  acquitted  in  1990. 
It  would  be  fairly  common  for  the  RTC  to  pursue  a  civi faction  even 
after  an  acquittal. 

4  Torts  based  en  negligenca  are  still  covered  by.  tha  three  year 
statute  of   limitations. 

'The  statuto  of  limitations  for  crimes  involving  financial 
institutions  is  10  years  from  tha  date  the  illegal  conduct 
occurred,    regardless   of  when   the  RTC  took   over  the   institution. 
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As  a  result,  the  RTC  would  not  have  been  locking  into  a 
possible  civil  suit  involving  Madison  Guaranty  after  February 
1992  and  before  the  passage  of  the  statute  last  fall,   ffn  late 
to.993  and  early  1994,  Senator  D'Amato  and  Rep.  Leach  reaoqnized 
tijat  the  legislation  had  revived  the  possibility  of  an/RlC 
ln^""!*  ''■■  *>■■  "»^«-^n  wnt-t-HT-.   Both  took  to  the  floor  of  their 
respective  chambers,  aggressively  urging  the  RTC  to  comae  nee  an 
action  before  the  statute  expired.   In  early  1994,  the  RTC— then 
faced  with  a  statute  of  limitations  that  would  run  by  tht  end  of 
February— hired  the  San  Francisco-based  law  firm  of  Pill«bury, 


Idison  and  Sutro  to  assist  i 
/'any  civil  actions  arising  out 


t   51  datm  mining  whe< 
of  Madison.* 


In  February  199 1,  the  statute  of  limitations \wus 
extended  once  again,  thro  igh  the  life  of  the  RTC,  which- Is 
expected  to  expire  on  December  31,  1995. 


Nov  that  Mr. 
recused  himself 
Guaranty  natte 
maker  on  vhath 
the  failure  of 


bring 


Altmarj  as  Acting  CEO  of  the  RTC  has 
frcm  further  involvement  in  Madison 
vho  at  the  RTC  will  be  the  decision- 
tc  bring  a  civil  aotion  ariSTjng  out  of 
Madison  Guaranty? 


"Following  hib  testimony  before  the  Senate^Bar 
Committee  on  Thursday,  Mr.  Altman  recused  himself  as  Actjing  CEO 
of  the  RTC  from  any  further  involvement  in  Madison 
Guaranty/Whitewater  matters. 


4  The  partner  at  Pillsbury  assigned  to  this  ma^tar  is  Jay 
Stephens,  a  Republican  who  was  a  member  of  the  Reagan  and  Eush 
administrations.  From  1981  to  April  1936,  Mr.  Stephens  was  a 
political  appointee  at  the  Justice  Department.  Sy  1986,  he  had 
become  Associate  Deputy  Attorney  General.  From  April  198  6  through 
March  1988,  he  was  Deputy  Counsel  to  the  President.  In  that 
capacity,  he  had  a  role  in  the  Iran/Contra  Affair.  After  published 
reports  that  Oliver  North  had  shredded  documents,  Mr.  Stephens 
called  Fawn  Hall.  When  she  denied  (falsely)  that  any  improper 
shredding  had  taken  place,  Mr.  Stephens  accepted  l\er  denial,  and 
'--the  White  House  issued  a  statement  denying  the  shredding. 

In  March  1988,  President  Reagan  appointed  Mr\  Stephens  to 
be  U.S.  Attorney  for  the  District  of  Columbia.  Whe\  President 
r^nfnn  grm<jht  rhw  removal  of  all  U.S.  Attorneys  in  Apri\l993,  Mr; 
Stephens  called  a  press  conference  at  wnicn  he  suggested  that  the 
President  was  acting  to  frustrate  the  investigation  of  Rep. 
Rostenkovski.  At  the  time,  Senator  Dole  called  fcr  hearings  into 
what  he  termed  the  "March  massacre."  Until  January  1994,  Mr. 
Stephens  had  been  considering  running  for  the  Senate. 
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The  top  official  at  the  RTC  who  will  be  making 
decisions  on  Madison  Guaranty  is  Jack  «*■»•■  "*•  **an  " 
formerly  with  the  Office  of  Thrift  Supervision.   He  1 
imclal.  Hie  principal  advisor  will  be  Ellen  Kulka,  /r 
.tinsel  of  the  RTC,  who  also  came  from  OTS.   Ms-  Y 
career  official. 

We  intend  to  nominate  a  person  for  the  posit  it 
of  the  RTC  within  the  next  few  weeks.   We  can  anticipate 
lf  ™  Hi   president  nominate  will  b«  pressured_to  reo 


'any  Madison-related  matttrs. 


aiw  Madlson-rexatea  matutto.   *••  —  •-  t -      7  \ 

isY confirmed,  then  that  ,«rscn  will  become  the  decision 
If  that  person  is  forced  to  recuse  to  achieve  confirmkt 


If  that  person  is  torcea  to  1  ev,«-  «--  ™— .-  ™ 

Jack  Ryan  would  remain  the  decision-maker  on  Madison  it 
the  RTC. 


W.K.E. 


If  the  person  refuse; 


these 

i 

career 
w  General 
s  also  a 


n  of  CEO 
that  any 

se   from 
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ro*c 


E== 


G*»»«r»f  Cdu^Ul 


ftaiuaiy  l/T-r-l^g* 


EWORANOUX  TO  I 


Ca»irhan  Hove 


/0« 

Dcuc-ljaa  9.  Jonea    A-sa~+f 


>*cJ 


"bu&izsxj 


Acting  Caneral  CowsaBs^J 


As  you  requssted,    v«  have  reviewed  the  rule's   1989  r« teaitJ.cn  of 
tis  Rosa  Lav  firs  with  respect  to  xadiaen  Guaranty  Savins  and 
Lc^fhr — >»t-irihnrt    Im  *  report  T  «^ur  rsvigv  and  gindiflqg.l    km  you 

can  see   fran  tie   report,    v«  found  no  £-ii-»  tc  ccr=rl^»  i~-~   zhs 
retention  involved  a  conflict  of  interest  by  the  lav\fika. 
Accordingly,    va  ara  not  recccaendino;  any  sanctions  against  the 
fit*.  U 

Xtrtaefisant 
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of  interest: 
rented »- 


and  (3)   vhath 


IZXVXXOUSXF 


17,  n»4i  ,,„ 


U»  TIXX 


,11  '.:  ' 

Jusirj 


The  purpose  of  this  report,  la  to  rev lev  tha  facts 
circunatancsa  aurrounoihg  tbs  retention  of  the  Boss  Lev  fir*  (ths .  SHI! 
■Firm1')  for  ths  representation  of  ths  conservatershlp-bf  Kedison  -Uemi 
Guaranty  saving*  k  Loan   (ths  "Conservstorship"  and  ths  "S«L",  alliior 

respectively)    in  litigaoioe   against  ths  Frost  %  Co.    ("Frost")  ttt cea 

accounting  fin.     It  explores   (1J  vnethsr  ths  Firs' s  prior  W»a 

reprsssntation  of  ths  StL  before  the  Arkansas-  Securities  •    • 
Cocaissionsr  constituted  a  conflict  of  interest*     (2)  whether  tha 
litigation  against  ths  Conservatorship  by  tns  fathsxREn-law  of 
ths  Firm  partner  in  charga  of  ths  frost  litigation  yen 


r  any  action  against  thi 


Assertions  havs  bssn  mads  that  ths  Firm  had  conflicts 
that  should  havs  prohibited  it  from  representing  ths 
Conservatorship  and  ths  ?C2C  is  ths 


jw  i -  i» — *-wa — inir  mm  . 


conflict 


of  interest 


fissonsisls  for 
1$!9  through 


nanaging  ths  conservatorship  (tros  February  21. 
August  9.   1389,  when  ths  Resolution  Trust  Corporation 
established)   to  data ra1  as  ths  facta  rsiatsd  to  ths  Firm's 
retention.     As  a  part  of  our  roviev,  vs  looked  at  alT  rslsvant 
internal  FOZC  and  RTC  aatsritls  froa  that  tins,  rsviovad  rslsvant 
aatecials  idsntiflsd  by  ths  Firs,  and  interviewed  each  of  ths 
participants  and  others  vho  vers  involved  with  tha 
Conservatorship. 


As  datailsd  below,  baaed  on  ths  information 
have  found  no  basis  to  conclude  that  under 
rules  either  situation  involved  a  conflict 
Accordingly,   ve  recommend  no  sanctions  agains 

isetgreuae 


Llahla  to  us,  vs 
than  applicable 


Fira. 


on  Fabraarv  7.  I9s»,  the  rPlC  entsrsd  into  an  agreasAnt  with  the 
Fsdaral  Savings  and  Loan  insurance  corporation  (TSLIC")  to  act 
as  aaent  for  the  FSLXC  in  any  receivership  or  conservatorship 
appointed  for  an  ineured  savlnge  aaaociation  after  January  l, 
1889.'  On  February  If,  19S9,  TBLIC  vaa  appointed  conservator  Cor 
rhe  Medison  Guaranty  Saving*  *  Loan.   Pursuant  to  the  agrseaent 
vita  the  rSLIC,  th«  FOIC  ves  appointed  the  managing  agent  for  tha 
Conservatorship.   In  that  role,  the  FOIC  ves  required  to  marahai 
the  institution's  assets  and  pursue  all  claims  by  end  defend 
thoee  againat  the  SiL.   Among  the  litigation  existing  at  ths  SSL 
at  that  time  was  a  suit  against  ths  institution's  former  MWltorl 
Frost  4  Co.  As  sanaging  agent,  it  vas  ths  TDIC's  rssponsibility 
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-t&-det8ra.nn  vhather  that  suit  hid,  any  valut  anaV-lf  so,  to 
continue  the  pursuit  o£  the  action.     The  FTilC'e  Carnal  role  ended 
on  Augutt  9,    1911 ,   with  the  craation  of  the  RTC,   vnoee  function 
vas  to  serve  as  receiver  or  conaarvator  for  any  S4L  olosed  aftar 
January  1,    1989*' 


Tha   flm'S   Prior  RewraaWaelpn 


t  Aryans 


i    in  1995.  tha  Fira  represented  tha  S4L  before  tha  Arxanaae 
■job    Securities  Commissioner  on  tVO  matters;   a  plan  to  issue  a  $3 

million  prlvata  placement  of  preferred  stock,  in  tha  six,,  on  which 
tha  Comaiasionar  vaa  aakad  to  iaenio  an  opinion i  and  an 
application  by  which  tha  8tL,   assuming  it  raised  tha  capital, 
•ought  to  sot  up  a  aan  ice  corporation  that  would  become  a 
: tii    vhally-cvnad  broker  dollar  of  securitiee.     TRa  opinion  vaa  issued 
j(  |>  on  May  14,   1915  and  tha  Ccsaissioner  approved  tha  service' 
i.'.A  corporation  on  SepterJur  2C ,   1985,   although  placing/' a  condition 
en  tha  approval  that  tha  34L  oust  raiaa  tha  capital  by  December 
~JT,   19*3. — Tha  capital  vas  navar  raised  and  theplaa  vaa  not 
implemented.     There  vara  no  cuasrunioations  batveen  thu 
ini!   cnnralaaionar'a  staff  and  tha  rirn  after  1515  vith  respect  to  tha 


securitiee  placement  or  tha  plan. 


'ioatidnfi  vma 
oraed  by 


ft  Ul 

j  let 

tip 

jor  & 

nihil 

at 

iiSU 

alitor, 

htiity 

J0l< 


?art  o*.  tha  su*22i«3iwh  ir»  ■u^^frw  o£  th&»«  tvo  < 
an  audit  of  tha  financial'  statements  of  tha  8  4L 
Froat  for  calendar  year  1984.   Certain  adjustments  to (these 
financial  atataaonts  vara  gueetioned  by  tha  Commissioner's 
off lev.  Tha  records  of  the  Cosaissionar' s  office  ihov  that  the 
affect  of  those  adjustments  vas  explained  in  letters  froa  frost 
and  John  Lathaa,  the  aiL's  chief  executive  officer,  attached  to  a 
letter  from  the  fira  on  July  29,  1985*  There  is  no  indication 
that  the  Fira  retained  the  auditor,  assisted  in  any  vay  in  tha 
audit  or  too*  any  poaitlon  as  to  the  quality  of  the  audit. 

In  1988,  the  s&L  initiated  litigation  ageinst  rrofft  charging  that 
the  auditor  had  been  negligent,  racXless  and  breached  its 
contract  by  failing  to  fairly  represent  the  get '  S \f inanciai 
condition  la  the  1984  and  1985  audits.  TheSeL  vaa\  represented 

ary. 


.a  the  1984  and  1985  audits, 
in  the  litigation  by  tha  lav  fira  of  Gerrish  and  Kc 


The  Serrish  fira  also  vaa  involved  in  defending  directors  and 
officers  of  failed  banks  in  actions  instituted  by  the  FDXC 
After  FDle  vas  appointed  managing  agwit  of  tha  eonearvatorahlp, 
the  FD1C  »taff  attorney  responsible  for  the  frost  litigation 
concluded  that,  pursuant  to  FOXC  policy,  the  fira  had  a  conflict 


'The  FDIC'S" Legal  Oiviaian  continued  to  provide  legal 
support  to  tha  RTC  vith  staff  dedicated  to  RTC  legal  setters 
until  September  1>>1,  whan  all  RTC  legal  matters  were  aeeunad  by 
a  newly  created  Legal  Diviaion  within  the  RTC  comprised  of  the 
FDIC  staff  formerly  dedicated  to  RTC  work. 
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interest  with  the  nsxc  and  had  to  be  replaced.  JH* 
attorney  alia  concluded  that  faff  flrns  In  Arfcanaaafhad 
arparionea  end  capacity  to  do  accounting  salpraetiee 
is  considered  to  b«  complex  in  nature.  Tbfl  ataff 
considered  tha  Arkansas  law  fin  of  Wright,  Lindsay  ft 
ir-h   s-rf  gepxaaantad  *T>Tg  In  othar  aattara.  but  It  too 


conflict  of  interact,  ma  utaff  attornay  than 


firs  baaad  on  previous  vork 
7DIC  in  cannaction  with  tha 


aakad  tba  rirm  to  talea  over 
is  aura  tha  rim  would  liave 


racollaction  of  saking  that 
baan  sad*.  Richard  Dcnsvan 
on  tha  ease,  atataa  that  ha 
staff  attornay  of  prior 


dona  by  tha  Fir*  on  behalf 
Corning  Bank  failure.1 


Tha  ataff  attornay  contact*  1  a  partnar  of  tha  Fir*  (baaad  on  tha 
ataff  attorney  a  raceiiectifn.  probably  Webster  Bubball}  and 

representation*  The  staff  attorney  . 

bean  asked  about  any  conflicts  of' 


interest,  but  dua  to  tha  passage  of  time  has  no  specif ic 


request  or  any  response 
a  partnar  vith  the  Firs/ 
recalls  Mr.  Robbell  havi 

representation  of  tha. 


t  aay  have 
o  worked 
advisad 

a  setter 
l's  ' 
torney 
work  for  . 
s  SBountlng 


ip 

Involving  tha  Arkansas  Securities  Cbnaiseioner.  Xr. 
recollection  differs*  Be  recalls  advising  the  staff 
very  generally  that  the  Firs  had  done  a  snail  aaount 
the  sil  years  esriiar,  irst  that  ho  did  not  view  that 
,^to  a  ccnfllgt., — !!e  believe  feha  work  h#  wsa  wwere  of  was  lendino 
and  collection  work.  se.eaya  he  doaa  not  believe  "ne  was  aware  of 
the  aarllar  sacuritisa  work  at  that  tine,  so  he  does  not  believa 
he  discussed  it  with  the  staff  attorney  then.  The  FDIC  staff 
attorney  has  no  recollection  of  tha  issue  being  raised!  and  says 
that  if  it  bad  bean  it  would  have  been  discussed  vith  the 
attorney's  supervisor.  Tha  supervisor  has  no  recollection  of  the 
issue  being  raised. 


1  Kail*  the  Fir*  had  sent  a  letter  to  the)  FttfC  dated 
ary  3t,  mo,  sollolrtng  work  relating  tar  any\asli  failures, 
it  does  not  appear  the  staff  attorney  was  aware  of  that  letter  or 
that  it  influenced  bar  decision  to  ask  the  Fim  to  represent  the 
TOC.  Also,  assertions  have  been  aade  that  the  letter  say  have 
Biis  deceptive  and  aisled  the  FPic  regarding  pries  representation 
because  it  stated  "the  Mrs  does  not  represent  any  savings  and 
lean  association  in  stats  or  federal  reguletory  setters." 
However,  the  letter  also  ststee  "(f]ros  tine  to  tine  we  have 
provided  specialized  service  to  some  savings  and  loan 
associations  in  such  areas  as  eaployssnt  discrimination,  work-out. 
of  participation  loans  and  bankruptcy."  The  firs  also 
acknovl edged  in  the  letter  that  there  nay  be  individual 
transactions  or  situations  vhere  a  conflict  of  interest  could 
arise. 
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,7ft*  ryl«ttnoa  of  *  gall  t^lv<M  Vr" 


At  the  tine  tha  conservator  was  appointed  (and  vhan  the  Fire  was 
retained  J,  Kr.  Hubbell *s  father-in-law,  Seta  Ward,  s*.,  was 
involved  in  litigation  vith  tha  StL.  Mr.  KUbbell's  fai  her- in-law 

-obtained  a  juJgaann  of  jroughiy  (470,0oo  cor  conaisiiions 
allegedly  owed  his  by  the  S4L  Cor  tha  aala  of  reel  aetata  on 
behalf  of  Madison  financial  Corporation,  a  eubaidiart  of  the  stL. 
That  caee  vac  then  on  appeal,  \_ I 


Mr.  Hubbell 
not  view  It 


«ey* 
ae  a 


he  vea 


conflict. 


staff  attorney  about  it 


avare  of  the  Ward  litigation  bet  he  did 


He  saya  be  believe*  be  did  advise  the 


but  he  cannot  be  certain.  The  staff 


attorney  doee  not  recall  vb ether  the  Ward  relationship  was*  raised 
at  the  tine  of  the  f Ira's  retention  in  Kerch  of  i919.r-|Bdvever, 
another  role  staff  attorney  bacaxe  avare  of  the  relationship  and 
inforaed  the  staff  attorney  on  the  case,  in  a  letter/  di ted  June 
8,  1919.  At  that  tine,!  tha  second  ataff  attornoy^sxprtesed 
;onccrn  that  Mr.  Iluhbell  would  have  accesa~ts~I5rorgation  through 
his  representation  that  could  be  damaging  to  the  litigation 
involving  Mr.  Ward.  After  rev  laving  the  facta,  the  ataff 
attorney  responsible  for  the  ?ra*%   litioation  concluded  that  tha 
facts  did  not  pes*  a  conflict,  eg  jy^'-a*,  ™*9,  »»>>  dtaff 
-sttsr^s-"  V53i*  ts  tic  rs-S's  ^^naging  Agent  for  thi\  j 
'conservatorship  concerning  the  Hubbeli/vard  relationship,  stating 
that  Kr.  Rubbell  had  not  represented  Kr.  Ward  in  the  past  and  he 
would  not  da  so  in  the  future.3  Kr.  Hubbell  then  sent-a  letter 
to  the  JTIC  Managing  Agent,  dated  June  21,  1919,  in  vnich  he 
affirmed  that  he  had  not  and  would  not  in  the  future  represent 
Kr.  ward  in  the  dispute  with  the  S*L.*  Mr.  Hubbell  also 
confirmed  in  an  interview  that  he  had  not  drafted  any  docunents 
that  vara  involved  in  the  Ward  litigation. 


W 


^U 


1  The  steer  attorney's  letter  also,  noted  that  the  primary 
attorney  la  the  case  was  Richard  Donovan,  not  Mr}.  Hubbell,  and 
stated  that  Kr.  Hnhbell  was  Involved  only  la  an^ indirect  vey. 
Eased  on  discussions  with  the  sttrr  attorney,  this  vas  neent  to 
indicate  that  Mr.  Donovan,  as  the  junior  partner  on  the  case, 
would  do  soot  of  the  day-to-day  vork.  Baaed  on  fee  bills  for  tha 
case,  Kr.  h»^*^*;l1  perffirr*<1  «i  -jyni^< <-"■"»— ***—*+  n*   wortL 


*  The  Issue  vas  raieed  again  after  Kr.  Hubbell 's  letter 
vnen  an  FOXC  eredit  specialist  sent  a  aeaorandum  to  his 
supervisor  expressing  concern  about  the  relationship  and  seexing 
eenior  level  review  of  the  aituation.   This  mesorandn*  also  vae 
called  to  the  attention  of  the  FDic's  Regional  counsel  indicating 
that  this  should  be  "a  Weshington  liaue"  because  the  staff 
attorney  reeponeible  for  tha  r?ro*t   litigation  vas  based  in 
Washington,  D.C  No  further  action  appears  to  have  resulted  from 
these  subsequent  nesoranda. 
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Xj  mh  added  precaution,  iccordinq  to  Mr.  HttfabaTI,  Hr. 
Gary  Speed,   another  parwer  at  the  Flra  who  worXed  on 
cue,   tn«  Fira  isposed  tn  infernal,   unwritten  procedure  in 
connection  with  the  Tw«t  litigation  that  leapt  Mr.   Hutybell  from 
having  access  to  infornatipn  about  hie  farn*rMn-law. 


:o  Messrs.  Donovan  and 
access  to  malarial  such  cj 
SfcL's  prior  attorneys,  and 


when  information  concirning  Mr.  Herd's  loans  was  ai 
Involved.  Mr.  Speed  states  that  xr.  Hubbell  would 
if  Xr.  Ward's  name  caie  up 


xr.   Donovan  would  not 
Hubbell. 


atlfil 

«ubpell(  Kr.  Hubbell  was  nu 
an  investigative  report 


Donovan  and 

the  Frog* 


he  was  kept  out  of  aevei 


Criteria    for  Dataralnilna  Whether  fl  Conflict  txi 


According 
allowed 
a  by  the 

itiona 
to  b* 
eave  the  rooa 


during  discussions,  and  that  ha  end 
dlsobss  Mr.  Ward  in  the  presanee  of  Mr. 


analysis 


The  standards  governing  the  professional  conduct  of  attorneys, 
including  inaucs  relating  to  actual  and  potential  conflicts  of 
interest,  ara  sat  forth  in  «4~*  or  ralsa  of  professional 
^responsibility  aad  egadagt  gdayt-d  by  the  yscisua~.  states,  ~any 
states  nave  adopted,  or  have  patterned  their  roleaNaa,  the 
American  Bar  Association's  Model  Raise  of  Professional  Conduct 
(■the  Model  Hulas*).  Arkansas  adopted  the  Model  Rules  as  its 
rules  of  conduct  for  attorneys  in  IS  IS.  The  Modal  Rules 
generally  prohibit  an  attorney  froa  representing  a  client  where 
the  attorney  also  represents  or  previously  represented  another 
client  whoee  interests  are  adverse  to  the  first  client.  The 
Xcdel  Rules  provide  that  a  client  say  valve  a  conflict  of 
interest  by  consenting  to  the  representation  after  consultation 
with  the  attorney  and  provided  tbe  attorney  reasonably  believes 
the  representation  will  not  adversely  sf feet  the,  relationship 
with  the  other  client.  XODX1  7B12&   Of  PROTESSlOMAL  COMDOCT  Suls 
1.7.  Under  the  Model  Jtulee,  and  all  the  state 'rutes  of  which  we 

era    aWsr»t     lr-  \m    t-h»   mt+nmmy,    pgfr-fchs  elisnt^  who NbAS  the 

priaary  responsibility  to  identify  conflicts  of  interest  when 
Approached  with  a  request  to  represent  a  client  with  "respect  to  a 
new  aatter.  • 


1  notwithstanding  taat  the  responsibility  to  identify  any 
potential  conxlicts  rests  principally  with  the  attorney,  in  139 o 
tne  F01C  Legal  Division  adoptsd  coaprahsnsivo  policies  and 
procedures  governing  tne  retention  of  law  firas  and  the  weiver  of 
aocual  or  potential  conflicts  or  interest.   Xn  19a»,  the  T01C»  • 
oonflicta  procedures,  however,  were-  less  forsel.  Prior  to  their 
retention,  firas  generally  wsre  required  to  respond  to  a  seriee 
of  questions  regarding  past  and  current  represen tat ions. 
Unfortunately,  in  early  198 J,  cue  to  the  treaendous  lncr,ttf"  ln 
vorfcload  as  a  reeult  of  the  FDIC's  added  FSLIC  reaponsibllitiea, 
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^aa  relevant  provisions  under  the  ArXanset  rulas^o^  pr^f etaional 
conduce  provide  tnetx 

«*  lawyer  shall  not  represent  a  client  if  the  representation 
of  that  client  will  be  directly  adverse  to  another  elliint, 

bly  believes  the  taprosai  itat ion 
will  not  adversely  affect  the  relationship  with  the\  other  client; 


•ach  client  consents  after  consultation" 

"a  lawyer  shall  no-:  represent  a  client  if  the  represent 
of  that  client  say  be  materially  Tlaitod  by  the  lawyer's 
responsibilities  to  another  client  or  to  a  third  person,  or  by 
the  lawyer's  own  interest*,  unless i     (I)  the  lawyer  reasonably 
believes  the  representation  will  not  be  adversely  affected!  and 
(2)  tbe  client  consents  aft^r  consultation." 


is  lnfor&atlon  regarding  whether  the  Plra  dtanLoae^d  that  it  had 
represented  the  S&L  en  the  prior  securities  natter  is  unclear. 
The  sore  important  question,  however,  is  whether  a  conflict  of 
interest  existed  that  should  have  been  disclosed  before  the  firs' 
scrsed  to  represent  the  conservator. 

In  essence,  the  Firs  represented  the  S&L's  interests;  before  the 
securities  ccaaissioner  in  1313  and  it  was  representing  the  SfcL's 
interests  (on  behalf  of  the  8*1/ s  conservator)  in  lSqJj  Previous 
representation  of  an  Institution  by  itself  does  not  create  a 
conflict  when  a  subsequent  conservator  Is  appointed  for  the 
institution.   There  is  no  indication  is  the  records,  or  bated  en 
our  review,  that  the  firs  did  anything  *ore  with  respect  to  the 
audit  in  question  than  taJcs  it  at  faoe  value  ia  its 
representation  in  I9f8.  There  did  net  appear  to  be  any 
divergence  of  interest  between  their  representation  la  13t3  and 
is 81.  As  a  consequence,  the  rlra'a  representation  in  19ts  vaa 
not  "directly  adverse"  to  its  representation  of V 
Conservatorship  in  19  s*. 


ad 


In  addition,  we  have  found  no  evidence  that  the  7 Ira 
relationship  with  the  5*L  which  sight  call  into  quest 
independence.     The  firs  did  not  serve  as  general  o 
-exclusive  or  frequent  counsel   for  tne  sab.     in  acuities. 
neater  of  the  Firs  served  in  any  senior  managerial   or  di 


a  close 
its 
or 
no 

rectorial 


such  Inquiries  were  not  always  documented.      In  this  instance, 
there  are  no  documents   showing  what  inquiry  wee  made  or  the  Firs. 


S   007300 
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'■m-iBn«hlp  witA  «^  «il  prior  to  Its  failure 


represent at  ion 


Under  the  Kodel  Rules,  disclosure  a*  prior 
involved  hsrs  say  not  be  recuired.  Hovevar,  vhere  a  . 
avara  of  much  a  prior  relationship,  ve  would  expect  it 
-  i  information  to  uur  atfff  to  assist  in  "dstsrminim; 


no|  clear  vhether  the  infoj 
at  the  time.  However,  hi 


retain  the  firs-  It  i 

conveyed  to  the  FCXC  staff  , 

rtvlaw,  ve  do  not  believe  the  prior  representation 

conflict  of  interest. 


disclosed  at  the  tima  i 
discussed  within  three 
attorney  concluded  the: 
appears  to  be  correct. 


auch  &a 
firm  is 

to  convey 
whether  to 
tion  vis 

on  our 

resented  a 


T*«  toiinnsi  at  ■  B"4j  laalxlag  tte.  tfub*>«ii'e  snally. 


It  is  uncertain  vhether  the  Hubbell/Ward  relationship  vas 

retention.  Nevertheless,  it-ivas  elearly 
»:hs  after  retention  and  the  staff 
vas  no  conflict.  That  aeseaiment 


Mr.  Hubbell  had  not  represented  Mr.  Ward  so  there  vas  no  conflict 
of  representation  directly  adverse  to  the  Conservatorship,   Also, 
Mr.  Hubbell »s  representation  of  the  FDIC  did  not  appear  to  have 
any  affect  on  Kr.  Werd.  Under  Arkansas  raise,,  unless JKr. 

be 

father-in- 
ired. 
ired  the 


:prssaata.ticri  of  tii*  Conservatorship 
•materially  limited"  by  hie  "responsibilities  to*  h^s 
lev  or  his  avn  personal  interests,  no  dleolosuxe  va 
also,  fOXC  procedures,  at  that  time,  would  not  have 
disclosure  of  the  relationship. 


while  cancers  vas  expresied  by  some  FDIC  staff  shortly  after  ths 
firm's  retention  that  Kr.  Hubbell  would  have  access  to 
information  that  could  benefit:  his  father-in-law,  there  is  no 


indication  any  socft  information  vas  transfi 
Arkansas  rules  of  professional  conduct  (as  do' 
conduce)  prohibit  an  attorney  from  revealing 
to  representation  of  a  client,  unless  the  clii 
consultation.  As  a  precaution,  the  firm 
"wii  informal  'tlitvali*  to  prevent  Informal 


rag 


Moreover, 

state  rules  of 
tion  relating 
ante  after 
JTipneert  its 
dine  Kr.  ward 


from  being  passed  on  to  Kr.  Hubbell.  Also,  the  IDICf  s  procedures 
at  ehat  time  did  not  require  disclosure  of  a  relationship  such  as 
existed  vlth  respect  to  Mr- ■  MuhhwU  **4   Me  farher-< n^av. 


Therefore,  no  actual  conflict  appears  to  have  existed.  While  in 
this  case  it  is  unclear  vhether  advance  disclosure  was  made  and 
there  wae  no  reomlraganr  that  Mr.  Hubbell' l  relationship  be 
dleclosed,  ve  want  to  emphasize  that  an  en  issue  as  subject: ive  os 
this,  ve  believe  the  better  course  would  have  been  for  the 
attorney  to  uaJce  clear  and  full  disclosure  in  writing  to  the  roic 
and  let  the  FDIC  as  client  determine  vhether  in  its  judgment  the 
reprassntation  at  issue  vas  likely  to  affect  its  interests 
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inversely.*    Maverthelaaa,   that  w 


not  npwi  daily  . 

the  ciao  and,    vh«a  dl*cloiura  was  ud«(    the  FDXC  detam 
r«pr»»«ntation  vac  not  *4v«r»«. 


"gulri 
»rnihed 


Coaalualoa, 


sadureaXrin 
I,   at  the 

»ui  indri; 


irad  at 
the 


regarding 
aaaa  tin*, 
ace  irt 


2L1!"'   *?•  ^ ai  °ivi«ion  lacked  fowl  procedure 
the  determination  of  coafli<£»  of  intereet  and,   a 
2! „?1Vi*ion'a  •**"  **■  •**  glancing  an  anoraoue  * 
workload  dua  to  the  rapidly  expanding  dutiea  *  thilSxS 
conaep^ence,   in  hindaigbt  documentation  regarding  tha  retanti Ji 
of  tha  rir*  is  aora  limited  than  would  ba  IdaaUy  5oa5  f£U 
However,   baaed  on  our  review,   ve  havo  found  no  biei?2  £Zl~< 
that^elthar  of  tha  alla^ad  IjAatancaa  involvaS  a  ^nflSt^ 

Therefore,   va  cat  no 
rim. 


baa  la  to  racoaaend  any  sanction*  <gui««t  th 


nme^JS'k'    ^T  n}Q  «d°Pt»d   forael  proceduraa  to  daal  with 
Soli  la^w^H*"?1*'1"11  "**  v«iv«"  au«  ba  aought  .ran  where 
s«SJ!*i \Ttl  **I*  "»PP«*r»nc«»   of  a  conflict.     Xiao,    In  lflflO,    tha 
SEIEaS^V?  ********  recognized  that  although  iha 

appaarjnca  of  Impropriety  U  no  longer  epecif iceliy  a  part  of 
a  !.~  ~5  f*™10?  ot  Pr°*««i°nal  conduct  the  principle  la  etill 
co!  ^o? fxS*  S1*?;,  P£rt  nntrlrfn  Cirri  fn.  Tnc,  ?.  ssasr 

Wli.,    JOZ   AW.    16,    787   S.W.Zd    6(9    (1990).  ^^ 
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Jt neratapvat- 


Thli  inveatigetion  v«i  initiated  bated  on 

Waahmvesn  rtcem  «nd  The  Mashinoeon  ^ic  concern 
conflict  of  lnteceet  Involving  the  Rose  Law  Firs 
Rock,  Arkansaa. 


MlMcd  conflict » 


l.  in 
Saving*  and  Loan 
Securities  com 
lav  firm  presented 
Frost  4  Cospeny 
Kadlaon  m  its  a 
commissioner  to 
broxerage  activiti 


ssua 

as 


arcounta  in  £fc£ 
Lnq   a   poeelblo 
(Rosa),   Little 


19 1 4  and  1915,   Rosa  represented  Madison  Cuaran 
A§s<ciation   (Madison)  before. the  Arkansaa 
i4»ion«c.      Xn  its  representation  of  Madison,    the 
add  relied  upon  an  audit  report  Issued  by 
i  Trout)   on  Madison,     me  lav  fira  represented 
ftea^t  to  obtain  author it  at ion-frea  the 

a  class  of  preferred  stoclf  and  to  engage 


t* — Wltlfi  after  the  failure 


MadJ 


eon,  the  federi 
Oepoeit  Insurance  ccrporetlon  (FOIC)  hired  Roeej  to  eue  Freet  f  i 
accounting  ealpnctlce  in  auditing  the  Madison  bocks  in  1914  ar 
isss.  Tnt  Frost  audit  was  the  sane  one  previously  used  by  Rosi 
in  saving  a  case  for  Mediaon  before  the  Arkansas  sscuritias 
Cotatisaioner  la  15S3.  ~X   I 


Scana  of  the  TnviftlBit<ani  mis  investigation  focused  ot 
on  whether  or  not  Rose  dlseloeed  its  prsviousLrJaprssentation  ©: 
Kadlaon  to  tha  rnic  and  RTC.   Interviews  of  current  or  forser 
Roee  Lav  Firs  attorneys  who  aay  be  knowledgeable  of  this  matte 
vers  not  conducted. 

II.  Roai  lxv  nut's  UXUSaBBOOXa  of  MLPTaov  ivraraa  t  loui 


Charles  F.  Kandlay,  Financial 
Securities  Deparaoent,  provided  d 
that  Roee  did  represent  Madison  before 
and  If Sit 


I.  Attachaent  1  is  a  copy  of  a  let 
fira,  dated  April  30,  lltS,  to  Mr.  Kandley. 
identified  Hillary  Rodhaei  Clinton  or  Richard 
point  of  contact  for  further  information. 


supervisor,  Arkans 

ion  that  establiahed 
Oepartaenc  during  l 


er  froa  the  lav 
letter 
aey  as  tft»  fir 


2.  Attacnaent  2  Is  a  copy 'of  a  handwritten  nesoranc 
dated  May  •  ,  uaa,  addreesed  to  "Brady."  The  unknown  author  c 
the  aeaorandua  instructed  "Brady"  to  "please  review  and  draft 
responaa  to  Hillary." 


dated  Kay  «, 


Attacha 
lias .    froa 


ant   3    la   a  copy  of   en   office  routing  alii 
oa  "Char lea"  referring  to  an  April  30,    i! 
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use  L4v  rin 

fege  i 


letter  free  tM  firm  actting  Corth  Madlacn's 
preferred  ttoex  and  a  legal  opinion  chat  Kadi 
i.*sue  such  stocx.  TJ11  tuchor  exprssscd  douot 
enttr  into  such  a  Business  practice. 


Beverly  Basce 
relevant  to  thi 

preferred  stocj 
agreed  with  He 
give  etate 

iieue  preferred 


V.     Ictadhaent  4  ia  i  letter  mated 
ti:,  Sivings  and  Loin  Supervis 
uihorxzation  and  iaauance  fcf 


a 
by 

ci 

chaftere'd 


S. 

Kr.  Masse y, 

Commission, 
broXeraga 
either  he  o 
questions. 


Rose 


Ml 


jKadiaon.  Me.  Bassett's  4ejter  seated  she 

l.nton's  conclueion  that  Arkansas  lav  expret 
"  aasociitions  the  power,  to  authorize  and 


stock 


an  to  issue 
a|on  could 
that  Madison  cc 


May  l«,    IMS,  •: 

to  Ma.  Clinton. 
a  cliaa  of 


Attainment  5   ia  a  letter,   dated  July  10,   1315, 
':o  varloua  officials  of  thai  Arkansas  Becur: 
relevaiit  to  Madison's  application  to  encage  m 
actiVitias.     Mr.   Maasey  stated  in  hie  letter  that 
Clinton  could  be  contacted   if  there  were  an 


<•  Attachment  6  la  a  neeocandua,  dated  July  17,  1 
frosi  Kr.  Handley  to  Ma.  Baeaett  and  Nancy  Jones  rewarding^ 
Kadlson'fi  application  to  form  a  secortd^sier,  Vholly-ovntd  t« 
cotporstiun,  to  engage  In  securitiea  broxer-deaiar'bttaifteaa. 
Mr.  Handley  expressed  his  concern  about  adTuetaente  made  to 
Hadieon'a  net  vorth  by  Madison' a  accountants  In  the  Oeoaaber 
19S4   audited  financial  atataaent.  t_J 

7.     Attachment  7   is  a  letter,  dated  July  29,   IMS, 
Mr.   Maaaey  to  virioua  officiala  of  the  Arxanaae  Savings  k  Lc 

Supervisory  Board,  relevant  to  Madison's  application  to  ervga 
broxerage  activities.  The  letter  essentially  disagreed  with 
Kr.    Hundley's  previous   letter  of  July^l7,   1J85. 

SlOaaXX*     Rose  did  represent  Madison  prior  to  the 
failure  of  the  savings  and  loan.  J    \ 

izr.   aosa  las  tt*j<  PirRgsgyrxTTent  oirwm  »We/nct 

A.     April  A.   Breelaw,   Attorney,   Professional  Liability 
Section.    RTC.    Vmhlngtan,    n.e.  ,    pmvJHtd    i  n* oWatlon   and 
documentation  ta  support   that  Roee  did  represent  the   roic/fc" 
Madiaon  against  Troet. 

l.     in  1988,    Madison  filed  an  accounting  aalpract: 
laveuit  against  Froet.      In  1989,   Madison  vent  into 
conservatorship.      At  that  time.   Ma.    Braa law.   Attorney,    roic 
Oiroctora   and  Offlcare   Liability  Section,    replaced  Madison' t 
counsel  vitn  Rose.     The   law  firm  vaa   retained  to  continue 
pureuinq    the    accountant    silpraotico    auit    »g«ln«t    rrocr. 
( Attacnsvant a  a  and  9 ) . 
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Rosa  Lit  rir*  S  007307 

page  ) 

2.     Mi*.  Srtsltv  atated  that  tat  Uvivlii.  f  il«d  by  roi« 
on  cthelf  of  tat  rOIC   (and  tucsequently  tat  RTC)   and  HAdiion 
:mttrtd  on  tht  fact  that  Frost,   during  thtjjr  ltii4>ltU  Audit, 
failed  to  detect  that  Midison  vat    insolvent   (Att^chcent  10) . 


3.     Ht.   area  law  stated   that  tat  caia  v^a  tattled  in 

1991    for   $1,025,000    (Attachment    10). 


art's  lav  provldtd  saver  a  1  ~H  thja  lav  firs' t 
RTC  for   its  repreeentetion  in  tht  matter  of 
fPTC/KTC  v.    Frost}   t   Company  and  Madison  Cuararkv   savings   and  Tr 


4.     Ha. 

biilinqa  to  FOTC 


Aasociatlon    (Attachment   11} 


fron  Roc a  that 
$400,*7«.55   in 

cuarantv  <»v<ngi 


B.  In  addition 
to  repraatnt  tht  RTC 
ath*r  than  MaALacn   ( 


S.      Further,   Ms.   Breslav  obtained  written  confinsatic 
tie  f :.rm  billed  tat  FDIC/RTC  for  a  total  of 
the  matter   PQTCfttTC  v.    Frost  l  Cb«c«wv  and  mjmi, 
ind|toan  Agsoclatlon    (Attachment  12). 


to  Madison,    Rott  represe 

in  legal  matters   involving 
Itt^ehatnt    13) . 


iiiliact:      Rott  reprasented  tht  FDIC  and  taa  RTC.     la  ont 
particular  setter,   tat  firs  pursued  a  salpractics  suit  againat 
Frost  for  nscjiigar.co  ia  dsttrsiaisc;  taa  true  financial-  ceaditi 


d  and  centlnuci 

institutions 


FT   "i'5  s53X»3n  uU 


iV;q»f  ia — *-n? — -■■^  «  <■ — -*    fc«. 


a  bU     •»'-»*»-i  «~     «•*      ^.».«     ». 


IT.       POBBTILS    Ct3yrT,TgT|l 

X.  rroat  wittpy;  Rosa  repreeentsd  Kadi  ion  before  tht 
m: Jeans  as  Stcuritiea  Department,  That  representation  Involved 
SSL's  attaspts  to  obtain  authorization  to  issue  preferred  ato< 
and  to  tngage  in  brokerage  services.  Tat  firm  utilised  tht  F: 
audit   of  Madison's   condition  eo  support  tht  roques*  for 

authorisation* 


1.      Later,   Rott  vat  retained 
subsequently  the  RTC)   to  pursut  tn  ao 
against  frost.     Tha  particular  iseue 
defect Ito  audit  vhich  tailed  to  dote 
insolvent. 

B.      Ward    Ma**«r«t 


tae  roic  (and 
t  malpractice  sui 
suit  vee  the 
adison  was 


X.  in  DI9,  all  filet  pertaining  to  tht  accountant 
nalpractica  suit  filed  ageinst  Froet  and  Company  were  deliver 
to  Rose,  specifically  Webb  Kuhbtll*  a  staff  attorney  (Attach: 
14). 


Madison  "t 


2.   Kr.  Kubboll  ia  tho  eon- in- lav  ot    sath  Ward,  a 
naider",  who  obtained  e  judgamont  ageinst  Madison 
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tote  la*  Mrs 

fiqt  4 


ippra«iaaga1y    <i?7.000     in    1989. Mr.     HubbS-iTl    'J 

trial  of  the  seth  ward  natter  and  appeared  to 
intarestsd   (indirectly)   participant  in  the  War^l 
(Attachaent   15) . 


Litigation   Coordinator   for 

qrantad,    information  con 

i|cn  Mr.   Hubbell  had  knowla^gja)   coold  bo 

case  aqeinst  Mr.   Kttbbol 

tjrcught  this  to  the  attention  of  Paul  Jaddtlch, 

in  order  to  cexe  his  aware  of  the  situat 


wee 
vh: 

FDIC 


<.     This 


scnnecx,   Maoiacn'* 


r: — r 

straynorn.    fold 
ir  a  new  trial 
audit   fllee    (of 
damaqing  to  the 
Ms.   Straynorn 
FOXC  Staff  Attcjrney 
(Attachment   IS) 


udgefetht  wai  apptaied- 


t  present  at  t.fc 
ft&ve  been  an 
proceedings 


che  FSIC.     Sue 
adison,   adviaad  t 
ihed   in  the  froi 


possible  conflict  vas  alsp-xiised  by  Kan 
credit  Specialist.  In  addition  to  the  a«t 
ward  matter.  Mr.  Schnecx  also  stated  that  Mr.  Hubbeii'a  broth 
in-law,  Setn  Uird  J  X,  had  also  filed  suit  aqainst  Madison. 
Kr,  schnscx  stated 'that  during  the  courser  of  the  Frost  suit, 


practices  end  procedures  used  in  Madison's  day-to-day  operati 
would  surely  be  axemined.  Km  such,  Kr.  HubboJ  1  would  be  pri\ 
this  detailed  information.  Kr*  Schnecx  suggested- that  it-vov 
be  naive  to  thin£  none  of  this  information  vcuiu  we  rsves*»d 


i'JP"*  ^   •     »   ^         f    »T1     I  W        «   »t— — SC»  2£*~*  '     »'     j 


S.      Ms.   Sreelev  responded  to  the  concerns  of 
Mr.   jeddelon,   Ms.   Strayhorn,   and  Kr.   sehnecx_J   on  June  23.  l< 
in  a   letter  to  David  Paulson,   Managing  Agent,  Madison,  she  fc 
nothing  to  warrant  taxing  the  rroat  setter  awey  free  Rosa 
(Attachment   17)  . 

SymmjLr^i      eased  on  the  information  obtained  to  date,  ne 


by  Rose.      (See  Seetl 
)     T&s  setter  involv 
f  the  staff  attorney 
ys.     Ms*   Bras  law 

t  existed.      It  should 


of  the  above  two  setters  were  disclo 

below  cor  further  disci oeure  discuss  iv 

Seth  «eru  wes  brought  to  the  attantio 

Madison,  April  Breslav,   by  roic  atto 

subsequently  determined  that  no  ccnf  1 

noted  that  at  this  time,   is-19,   thsreT^was  n^  outside  Conflict 

Committee  and  there  vers  no  regulations,   policy,   or  guidance 

conflict  matters.     The  procese,   according  to\Ms.  Breslav,  vc 

informal  and  altuetlona  were  handled  as  they  game  to  the 

4  tt  ant  ion  of    the   itiZz    attornay  who  h  and  lad  that  psrticular 

institution. 

▼.        oisctoagmgs  Kxns  by  tct  nose  t^sr  Ttttmt 

A.     on  October   3,    1990,   Mr.   Rubbell  executed  a  Legal 
Services  Agreement  on  behelf  of  Rose  with  the  roic.     kt.   Kui 
certified  thet,   ae  pert  of    its  agreement  with  tfie  roic,    ths 
would  updata    any   conflicts    information    In   Its   Annual   report 
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aeae  La*  firm 
?tf«  $ 


the  fOIC, — Ho  ducleaucea  v>ri  aada  by  fto 
(Attachment  13) . 


thit  tlai 


B.  Cn  August  H,    1992,  Mr.  Hubbell.  in  t 
provldsd  i>tnlad  i nforastion  on  Ross.   Mr .  Hu 

lade 


the  firm's  prior 
Guaranty  Savings 

c«prts«ntid  Kadison 


1.   in 
conflict  invoivtlnq  e 
in  acting  as 
personal  ersdit 
subsequently  s 
March  if ii. 


representation  of  the  fOl 
&  l|oan.   Mo  disclosure  vas 
prior  to  fDXC/XTC  involve^ 


hia 


biie 


ettar  to  the  rt 
11  stated  that 

included  Mediae 
that  the  firm 


letter,  Mr.  Hubbell  disclosed  an  unrelatac 
Corner  neaber's  alleged  conflict  of  intere 
qrrover  and  attorney  in  connection  with  his 
geaents  »t  flrstSouth.   The  claia  vat 
etjtlad  and  the  oaaber  withdrew  froa  the  firs  in 


3.  Attached  to  Mr.  Hubbell'a  letter 
and  Integrity  certification  which  fully  d; 


conflict  involving 


t  ormer  aeaber  "oT 


wee  an  RTC  Fitm 

details  of  t! 

(Xttachaent  1 


C  On  December  i#  1992,  Mr.  Hubbell  executed  a  Legal 
Services  Agreement  with  tfia  RTC  and  stated  the  firs  had  no 
conflicts  of  Interest  vlth  the  RTC  or  FMC  (Xttachaant  20)\ 

0.     Ms.   Bras  law,    formerly  rDIC  and  currently  vlth  the  RTC 
adviaad  that  she  haa  no  recollection  that  the  Rose  Lav  rira 
verbally  disclosed  to  her  its  prior  representation  of  Madison. 
xa.   Breslav  further  stated  aha  had  no  documentation  regarding 
conversation  wherein  Kr.    Hubbell  told  her  *bcut  the   firs'*  prl 
representation  of  Madison    (Attachment  21). 

SSMMUSL'     Roee  disclosed  one  conflict  of   Interest  which  * 
unrelated  to  tha  rroet   or  ward  mattara>*\    No  document* t ion  vae 
found  regarding  a  disclosure  of  either  \ the  frost  or  tha  ward 
setter*. 


X.     Rosa  represented  Madison  prior  to  its  failure.     In  o: 
particular  Better,    tha   flra  represented  Madison  before  the 
Arkansas  Securities   Department  in  the  stL'a  attempt  to  obtain 
authorization  to   lnut   stock  and  enqsge   in  brokerage  tctivitl 
Th«   firm' a  representation  relied  upon. the  rroet  audit  report. 

8«      Rose   represented  the   miC/RTC  subsoguent  to  the  fail 
of  Madison,      in  ona  particular  aatter,   tha  firm  waa  retained 
pursue  an  accountant  malpractice  suit  against  rroet  for  failv 
to  detect  tha  insolvency  of  Madiaon. 

C.     Rose  did  not  disclose  its  representation  of  Madison 
before  the  Arkansae   Securities  Oepertment  to  the   FOIC/RTC. 
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MEMORANDUM  FOR  HAROLD  K 

DEPUTY  CHIEF  OF  STAFF 


FROM: 


RE: 


H.  NEIL  EG? LESION 

ASSOCIATE  COUNSEL  TO  THE  PRESIDENT 

C  AND  RTC  ROSE  LAW  FIRM  ISSUES 


The  recent  release  of  the  FDIC  and  RTC  reporti 
aad-gessing  rne  possible  conflict  of  Interest  nf  UWKose 
in  its  representation  of  Madison  Guaranty  raises  a  numbe 
issues. 

What  did  the  FDIC  and  RTC  conclude,  aad  why  dc 


law  fira 
r  of 


as  it 


1.    The  FDIC  Report. 

The  FDIC  report  was  released  on  or  about  February  17, 
1994.   It  was  drafted  by  the  Legal  Division  of  the  FDIC,  and 
presented  to  FDIC  Acting  Chairman  Hove,  a  Republican. 

Frost  ft  Co.  was  Madison  Guaranty's  accounting  firm  in 
1984  and  1985.   In  that  capacity,  it  prepared  certained  audited 
financial  reports  for  Madison.   The  Rosa  firm  us~ed  the  1985 
audited  financial  statement  in  connection  with  its.  representation 
of  Madison  Guaranty  before  the  Arkansas  Securities  ^Commission. 

Madison  Guaranty  sued  Frost  k   Co,  in— 1988  for  the 

negligent  preparation  of  financial  statements.   At  the\  time, 
Madison  was  represented  by. the  Gerrish  firm.   McDougal\ad  been 
forced  out  of  the  management  of  Madison  in  the  summer  ojN  1986. 
len  tne  tuic  too*  over  Madison  Guaranty  in  February  1989,  it 
determined  that  the  Gerrish  fira  had  a  conflict.   In  March  1989, 
the  FDIC  therefore  replaced  the  Gerrish  fira  with  th'a  Rosa  law 
firm. 

The  FDIC  report  reviewed  tha  time  period  in  which  the 
FDIC  was  responsible  for  the  conservatorship  of  Madison  Guaranty, 
from  February  28,  1989  to  August  9,  1989  (when  the  RTC  was 
created  and  took  over  the  conservatorship  of  failed  savings  and 
loans)  .   The  FDIC  was  thus  the  entity  that  retained  the  Rose  law 


2038 


firm  to  pursue  the  Froat  t  Co.  litigation.   The  FDIC  r 
previewed  relevant  FDIC  and  RTC  documenta  and  interviewed 
jarticipants,  including  FDIC  and  RTC  employee*  and  Rose 
rets. 


On  the  factual  issue  of  whether  the  Rose  lav  firm  had 
disclosed  to  the  FDIC  its  prior  representation  of  Madison 
Guaranty,  the  FDIC  concluded  ,that  the  record  was  unclearf. 


The 
eport  nevertheless  concluded!  that  no  conflict  existed  bjetween 


'the  Rose  law  firm's  prior 
its  representation  of  the 
The  report  concluded  that 
not  "directly  adverse"  to 


The  FDIC  baaed 
it  stated  that  there  waa 


became  the  subject  of  the 


Vith  the  SfcL  which  might 
was  ana   of  the  sente 


representation  of  Madison  Guaranty  and 


FDIC  in  the  Frost  fc 


the 
the 

its 


firm's  representation  inL 
represantation  in  1989. 


V 


tion. 
985  was 


conclusion  on  two  grounds.     First, 


no  evidence  that  the  firm  had  any 


involvement  in  the  creation  cf  the  Froat  &  Co.    audit  report  that 


19J9   litigation,      second,    itf~3tated  "we 


have   found  no  evidence   that  the   Firm  had  a  close   relationship 


call   into  question   its   independence. " 
nces   that  Senator  D'Ama  to-attacked  so 


bitterly  at  the   Senate   Banking  Committee  hearing. 

On  the   issue  of  whether  Mr.   Hubbell  had  disclosed  his 
relationship  with  his   fathar-ir.-law,    Ssth  Ward,    who  was!  than  in 
Li'^iua'wiu::  'jith  Madison  guaranty, — the  FDIC  steted-that  It  was 
/uncertain  whether  Mr.    Hubbell  had  disclosed  the  relationship 
before  the  FDIC  retained  the  Rose   law  firm,      nevertheless,    the 
relationship  was  plainly  known  to  the  FDIC  within  three!  months  of 
retention.      Mr.    Hubbell  agreed  to  the  creation  of   an   internal 
firm  "firewall"   to  guard  against  him  receiving   information  that 
might  be  of  use   to  his   father-in-law.      At  the  hearing,    Senator 
Faircloth  ridiculed  what  ha   called  an   "Arkansas   firewall"  through 
which  he  claimed    light  and  heat  could  easily  penetrate. 

At  tha  hearing,    Chairman  Hove   testified  that  in  1989, 
FDIC  standards   required  an  actual  conflict  beforeX  the  agency 
would  bar  a  retention.      Today,    the  FDIC's   standaVcs  are  much 
tougher  and  would  bar   a   retention  on  the   showing)  of\an 

rppearance  of   a  conflict   of    lntRrp^t." — Chairmen  Hove  testified 
that  under  today's   standards,    tha  Rose   law   firm  facts\  would 
present  an  appearance   of   a   conflict. 

Chairman  Hove   agreed   to  have  tho    FDIC   Inspector  General 

("IG")    look   into   the   conflict  issue.      It  waa   somewhat  unclear  at 
tha  hearing  whether  the   IG  would   look  only  at  the  process  by 
which  the   FDIC   arrived  at   its  decision  or  would  review  the    . 
substantive   issue.      It  was   also  unclear  whether  the   IG  would 
apply  the  actual   conflict  standard  or  the  appearance  of  a 
conflict  standard    in    ita    review,      We   should  assume,    however,    that 
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use  Uv  Tin 


rurther,    it  did  not  rtnort  poaaible  conflicts  involv 
brother- in- Uv  And  fatner-in-lav  of  Webb  Hubball, 
»e  Rosa.     BotA  Setn  Kard  and  Setn  ward,    II,   had  file£ 
acainat  Madison.     The  FOIC  bccaaa  awara  of  this 
He.   »resiaw.   the  FOIC  attorney  aaeiqned  to  tSI 


lUff 


matt  ir 


determined  that  *  conflict  did  not  exist. 


0.   Ms.  BreelAv 
did  retain  Rose  in  1 
Ms.  Sreilaw  eid  not 
the  fira  had  previous 
w«a  round  wnien  rtf 
representation. 


E.  X  Til  Carti 
reviewed  end  dlaclos 
Werd  aattara. 


no 


whe 
ft 

reca 

iy 

litctad 


^no.  the 

attorney 
•uits 
but 

aatt  ere, 


w«»  subaequenely  aaeign«4  )fca  the  RTC, 
j  represent  the  FDZC/RTC  at  Madison. 
1  anyone  at  the  firs  telling  her  that 
apraaanted  Madison,  ho  documentation 

that  the  firm  had  disclosed  the 


.:ieaticn  and  Legal  Service  Aarae 
id  the  fira  did  not  disclose  the 


ejaenta  vera 
froet  and 


TCX.  PllPQtlTlOtt  of  Twia  at»oa»i 

X.   This  report  le  provided  to  the  Office  of  the  Cenerel 
Csanaai  £ot   any  action  it  deeaa  appropriate. _ 

B.  This  invaatigation  ves  coordinated  vith\ai  roic;  whe 
conducted  a  separate,  independent  investigation  of  tbese  eaaa 
aattara.  The  roic  investigating  attorney  is  John  lodvning.  . 

Attachments 
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xtrxcstzmf 

S  607343 

Letter,   datad  April  30.    1915,    from  Ron  to/tha  Ark»ni*» 
ih-'MUm  Pupartnnm;. _^s 

Handwritten  note,   dated  May  e.    1915,   rtqardiflq  Rob*. 

Handvrlttan  nota,    dittd  May  6,    1915,    rtqardiiq  &  lettar  fre 
Rosa  eoncarnihq  tiSi  Hidlaon  pram- 

Letter,   dated   Ha>    14,    191$,    reqardinq   Issuance  of  preferrtc 
atock  by  Madiaon 


Letter,   datae 
to  enqaqe  In 


Ju; 


y  10,  19t5,  reqardinq  Madison's  appiicttic 


brolaraqe  activitiea. 

Heaorandua.  <lata<k  July  it,  1915,  reqardinq  the  application 
submitted  by  Madison. 

Utter,  dated  July  25,  1915,  reqardinq  the  Hadlaon 
application. 


Carreapondanca  ralatlnq  to  tha  tranafer  of  Ae  rroat  aattt 
Roae. 

Electronic  m*ilf  datad  January  13,  1994,  raqardinq  billing 


oubaitted  by  Rcss 

Electronic  mail,  datad  January  11,  I994,\raqardinq  tha  lai 
firm' a  Involvement  in  Madiaon.         \_J 

Aaaortad  invoicee  froa  Roae  reqardinq  tha  rroat  aattar. 

Lattarfrom  Rose  conflrminq  ita  coprsaantation  of  tha 
R)XC/STC  in  tha  rroat  matter. 

Uatinq  of  aettara  handled  by  Roae~\for  the  roiC/RTC. 

Latter  to  Roaa  raqardinq  the  rroat  Uayauit  filaa. 

Letter  raqardlnq  conflict  concaxxflTto  Brealav. 

Latter  raqardinq  conflict  concerna  to  o'Donnell. 

Letter  reqardinq  conflict  concarna  CB  Paulaon. 

Lattar  froa  Roi«  ragardlnq  RTC  Laqal  Sarviesa  A<xre«aent. 

Leqal  Servlcsa  Aqraaaant  batveen  Roae  and  the  RTC. 

Laqal  Sarvicaa  Aqraaaant  batvaan  Roaa  and  tha  FDXC. 

tlectronic  Mail,  datad  January  :o,  U94,  froa  flrasiav  tt 
aultlple  partiaa  raqardinq  thia  investigation. 
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MEMORANDUM 

TO:  The  First  Lady  cohfidkmtial 

FROM:  Harold  Ickes 

DATE:  1  March  1994 

RE:  Resolution  Trust  Corporation 


It  is  my  understanding  that  shortly  after  Roger  Alt man  met  - 
with  Bernie  Nussbaum,  me  and  others  concerning  the  RTC  statute  of 
limitations,  he  received  an  opinion  from  an  ethics  officer  of  the 
Treasury  Department  that  he.  as  the  acting  head  of  RTC,  did  not 
have  to  recuse  himself  from  matters  involving  Rose/Madison 
Guaranty.   I  will  confirm  this  situation. 


41-3S3  Q7_14 
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DEPOSITION  OF  HAROLD  M.  ICKES 
IN  RE:  S.  RES.  229 


SUNDAY,  JULY  24,  1994 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Washington,  DC. 
Deposition  of  HAROLD  M.  ICKES,  called  for  examina- 
tion pursuant  to  notice  of  deposition,  at  1:50  p.m.  in  the  Dirksen 
Senate  Office  Building,  Room  SD-538,  before  JULIE  BAKER,  a  No- 
tary Public  within  and  for  the  District  of  Columbia,  when  were 
present: 

J.  WILLIAM  CODINHA^  Esq. 

Majority  Special  Counsel 

BETH  O'NEILL  MALONEY,  Esq. 

Majority  Counsel 

MICHAEL  CHERTOFF,  Esq. 

Minority  Special  Counsel 

Committee  on  Banking,  Housing,  and  Urban  Affairs 

U.S.  Senate 

On  behalf  of  the  Committee. 

ROBERT  S.  BENNETT,  Esq. 

AMY  R.  SABRIN  Esq. 

Skadden,  Arps,  Slate,  Meagher  &  Flom 

1440  New  York  Avenue,  NW 

Washington  DC  20004-2107 

On  behalf  of  the  Deponent. 
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1  PROCEEDINGS 

2  MR.  CODINHA:    Good  afternoon,  Mr.  Ickes.   I'll  be 

3  giving  you  some  overall  instructions  about  what's  going  to 

4  happen,  telling  your  attorney  how  he  can  get  a  look  at  the 

5  deposition  after  it's  done  and  then  we'll  be  starting  on 

6  your  deposition.    I  understand  that  we're  going  to  break  so 

7  that  you  can  leave  at  4:00.    What  time  do  you  need  to 

8  leave? 

9  MR.  BENNETT:    We  can  go  right  through. 

10  MR.  CODINHA:    So  you  don't  need  to  break  at 

11  4:00? 

12  MR.  BENNETT:   We  don't  need  to  break  at  4:00.   I 

13  would  like,  if  possible,  to  finish  by  7:30. 

14  MR.  CODINHA:    We'll  attempt  to  finish  this  as 

15  quickly  as  possible. 

16  Mr.  Ickes,  my  name  is  J.  William  Codinha.    I'm 

17  special  counsel  to  the  Senate  Banking  Committee  and  I'm 

18  working  on  the  conducting  of  an  investigation  of  Senate 

19  Resolution  229  into  whether  improper  conduct  occurred 

20  regarding  A,  communications  between  officials  of  the  White 

21  House  and  the  Department  of  the  Treasury  or  the  Resolution 

22  Trust  Corporation  relating  to  the  Whitewater  Development 

4 

1  Corporation  and  the  Madison  Guaranty  Savings  &  Loan 

2  Association;  B,  the  Park  Service  Police  investigation  into 

3  the  death  of  White  House  Deputy  Counsel  Vincent  Foster;  and 

4  C,  the  way  in  which  White  House  officials  handled  documents 

5  in  the  office  of  White  House  Deputy  Counsel  Vincent  Foster 

6  at  the  time  of  his  death. 

7  I  will  tell  you,  based  on  the  information  we  have 

8  developed  in  the  committee,  we  believe  only  A  will  apply  to 

9  you,  so  I  likely  will  not  be  asking  you  about  B  and  C  under 

10  the  resolution.    At  this  time,  we  have  had  Senate 

1 1  Resolution  229  marked  as  an  exhibit,  and  it  will  be  the 

12  first  exhibit  in  this  case. 

13  (Ickes  Exhibit  1  identified.) 

14  MR.  CODINHA:   I'm  joined  by  Beth  O'Neill-Maloney, 

15  who  is  working  for  me  for  the  majority  side  in  this  case, 

16  and  sitting  at  the  end  of  the  table  is  Michael  Chertoff, 

17  who  is  the  Republican  special  counsel  to  the  committee. 

1 8  This  deposition  is  being  taken  as  a  result  of  a 

19  written  request  from  the  Senate  Banking  Committee  from  the 

20  chairman  and  the  ranking  member,  Senator  D'Amato.   The 

21  deposition  is  in  advance  of  hearings  scheduled  to  begin  on 

22  July  29,  1994,  and  I  would  advise  you  that  you  are  likely 
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1  to  be  called  before  the  Senate  Banking  Committee  at  those 

2  hearings.    In  telling  you  that,  I'm  trying  to  give  you  a 

3  little  advance  warning  so  you  can  plan  your  schedule. 

4  MR.  BENNETT:    Do  we  know  when  he's  likely  to  be 

5  called? 

6  MR.  CODINHA:    I  would  say  it  would  not  be  this 

7  coming  week,  not  starting  this  week,  but  I  believe  it  would 

8  be  the  week  after  that.    There's  some  likelihood  although 

9  the  dates  have  not  been  set  yet. 

10  MR.  BENNETT:    You  will  talk  to  us  to 

1 1  accommodate  — 

12  MR.  CODINHA:    Oh,  yes.   We  will  contact  you 

13  through  your  attorneys  and  we  will  also  notify  the  White 

14  House  and  they  will  do  the  coordination. 

15  MR.  BENNETT:    Thank  you. 

16  MR.  CODINHA:    Let  me  talk  a  little  about  the 

17  conduct  of  the  deposition.    You  will  be  placed  under  oath 

18  and  at  that  time  I'll  be  asking  you  a  series  of  questions 

19  and  you'll  be  expected  to  give  honest  and  truthful  answers 

20  to  those  questions.    If  you  don't  understand  a  question 

21  that  I've  asked  you,  tell  me  that.   Identify  the  portion  of 

22  the  question  you  don't  understand  and  I'll  attempt  to 

6 

1  rephrase  it. 

2  Your  attorney  may  make  an  objection  as  to  the 

3  form  of  the  question.    If  that's  done,  I  may  ask  your 

4  attorney  to  rephrase  the  question  in  a  way  that's 

5  satisfactory  to  him.    If  it's  acceptable  to  me,  it  will  be 

6  asked  that  way.    Otherwise  I  may  ask  for  you  to  answer  the 

7  question  I  have  asked. 

8  The  stenographer  is  going  to  prepare  a  record  of 

9  all  the  questions,  answers  and  any  objections  taken  at  this 

10  deposition.    The  transcript  of  the  deposition  will  be  kept 

1 1  committee  confidential  until  the  commencement  of  the 

12  hearings,  at  which  time  the  members  will  decide  how  to 

13  handle  this  transcript. 

14  You  may  confer  with  your  counsel  at  any  time 

15  during  this  deposition  and  although  I  will  tell  you  that 

16  the  stenographer  will  make  a  note  that  you're  conferring 

17  with  counsel,  it  should  not  deter  you  in  any  fashion  from 

18  talking  to  your  lawyer.    You're  here  represented  by  counsel 

19  and  if  you  want  to  talk  to  him,  you  may  talk  to  him.   For 

20  the  record,  counsel  will  you  just  identify  yourself  for  the 

2 1  record. 

22  MR.  BENNETT:    Robert  S.  Bennett. 
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1  MR.  CODINHA:    And  -- 

2  MS.  SABRIN:    Amy  R.  Sabrin. 

3  MR.  CODINHA:   Mr.  Ickes,  what  we  have  told 

4  counsel  —  I'm  sorry,  what  we  have  told  witnesses  who  have 

5  appeared  with  counsel  is  that  if  more  than  one  counsel 

6  appear  with  them,  one  counsel  may  speak  at  the  deposition. 

7  The  other  counsel  is  not  to  speak  at  the  deposition. 

8  Mr.  Bennett,  who  will  speak  at  this  deposition? 

9  MR.  BENNETT:    I'll  speak. 

10  MR.  CODINHA:    We  follow  that  as  a  practice; 

1 1  otherwise,  lots  of  people  are  talking  and  the  stenographer 

12  has  a  problem  getting  it  and  we  have  a  problem  following 

13  it. 

14  We  will  take  breaks  during  the  deposition. 

15  Usually  about  every  hour  and  a  half  or  two  hours  we'll  take 

16  a  break.    However,  I  will  advise  you  that  depositions  can 

17  be  tiring  and  if  at  any  time  during  the  deposition  you  want 

18  a  break  that  isn't  a  scheduled  break,  just  say  I  need  a 

19  break  and  we'll  take  a  break.   There  won't  be  any  question 

20  as  to  whether  you  can  get  it  or  not. 

21  The  other  thing  I  will  tell  you  is  if  at  any  time 

22  you  feel  your  answers  are  getting  less  accurate  because  you 

8 

1  become  tired  or  you  just  need  some  space  to  think  about  it, 

2  tell  your  lawyer  or  tell  me  and  we'll  take  a  break. 

3  Now,  the  deposition,  after  it's  prepared,  will  be 

4  kept  committee  confidential.    However,  if  your  attorney 

5  wants  to  review  it  or  if  you  want  to  review  it,  you  have  to 

6  make  arrangements  with  Kelly  Cordes  at  224-1568  to  read 

7  it.    It's  usually  prepared  the  day  after  your  testimony  is 

8  done.    At  latest,  it  will  be  Tuesday.    I  suspect  very 

9  strongly  that  this  will  be  ready  tomorrow. 

10  It  may  be  reviewed  during  ordinary  business  hours 

1 1  at  the  offices  of  the  Senate  Banking  Committee,  and 

12  ordinary  business  hours  are  9:00  to  5:00.    You  will  not  be 

13  getting  a  copy  of  this  transcript  unless  and  until  it  is 

14  released  to  the  public.    However,  as  I  said,  you  can  review 

15  it. 

16  There  will  be  a  jurat  page  supplied  for  you  to 

17  make  corrections.    Your  attorney  can  explain  a  jurat  page. 

18  That  will  allow  you  to  make  changes;  for  instance,  if  a 

19  person's  name  is  used  and  it's  misspelled,  that  can  be 

20  changed,  minor  corrections  in  transcription,  if  there's 

21  some  grammatical  change  you  wish  to  make. 

22  However,  I  will  tell  you  if  there  are  changes 


2048 

9 

1  made  in  the  substance  of  an  answer,  for  instance,  a  yes 

2  changing  to  a  no,  that  may  require  you  to  be  brought  back 

3  in  and  redeposed,  and  I  want  to  make  you  aware  of  that.   It 

4  should  not  deter  you,  however,  from  making  changes.    Since 

5  some  counsel  believe  that  they  can  make  changes  in  the 

6  deposition  themselves,  we  have  clarified,  if  changes  are 

7  made  on  the  jurat  page,  they  are  to  be  made  by  the  witness, 

8  not  by  counsel. 

9  The  scope  of  this  deposition  will  be  strictly 

10  limited  to  the  scope  of  the  hearings  as  defined  in  Senate 

11  Resolution  229.   Counsel,  as  I've  said,  may  make  objections 

1 2  to  the  form  of  question  and  those  will  be  addressed  here. 

13  There's  a  special  objection  I'd  like  to  tell  you  about,  and 

14  that  is  that  an  objection  is  proper  if  the  subject  matter 

15  of  the  question  is  outside  the  scope  of  Senate  Resolution 

16  229.   In  the  event  that  a  scope  objection  is  made  and  not 

17  resolved  on  the  record,  the  question  will  be  asked  for  the 

18  record  and  held  until  the  conclusion  of  the  deposition,  at 

19  which  time  it  will  be  brought  to  the  attention  of  the 

20  chairman,  Senator  Riegle,  or  his  designee,  for  a  final  and 

21  binding  determination  as  to  whether  an  answer  is  required. 
22 If  a  scope  objection  is  made,  please  do  not 
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1  answer  the  question  unless  you  are  advised  the  objection 

2  has  been  resolved,  so  we'll  just  hold  that  question. 

3  Now,  having  heard  what  I've  said,  do  you 

4  understand  the  terms  of  this  deposition? 

5  THE  WITNESS:    I  think  so. 

6  MR.  CODINHA:    Will  the  stenographer  swear  in  the 

7  witness,  please. 

8  Whereupon, 

9  HAROLD  M.  ICKES 

10  was  called  as  a  witness  and,  having  first  been  duly  sworn, 

1 1  was  examined  and  testified  as  follows: 

12  EXAMINATION 

13  BY  MR.  CODINHA: 

14  Q      Mr.  Ickes,  for  the  record,  would  you  tell  us  your 

15  whole  name. 

16  A      Harold  Ickes. 

17  Q      Do  you  have  a  middle  initial,  sir? 

18  A      M  as  in  Mary. 

19  Q      How  do  you  spell  your  last  name? 

20  A      I-c-k-e-s. 

21  Q      What  is  your  date  of  birth,  sir? 

22  A 
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Q      And  what  is  your  Social  Security  number? 

A 

Q      Where  do  you  live? 

A 

Q      And  where  in  Washington? 

A 

Q      With  whom  do  you  live  there? 

A 

Q      Prior  to  coming  here  today,  did  you  talk  to 
anyone  besides  your  counsel  about  the  subject  matter  of 
your  deposition? 

A      I'm  not  sure  ~  come  here. 

(Witness  conferred  with  counsel.) 
About  the  subject  matter  of  the  deposition  — 
initially,  at  least,  is  contacts.   Have  I  talked  to 
anybody? 

Q      Yes. 

A      I've  talked  to  a  number  of  people. 

Q      Have  you  talked  to  anybody  since  you  became  aware 
that  the  Senate  is  going  to  depose  you  since  June  22  or 
shortly  thereafter  when  you  received  a  letter  advising  you 

that  you  may  be  deposed? 

12 

1  And  not  your  counsel,  I'm  not  interested  in 

2  conversations  you  had  with  counsel. 

3  MR.  BENNETT:    I  guess  the  problem  he's  having  is 

4  if  the  thrust  of  the  question  is  has  he  talked  to  people 

5  about  the  substance  of  what  they  have  testified  to  or 

6  gotten  direction  as  to  what  he  will  testify  to,  the  answer 

7  is  no.   This  is  a  matter  of  discussion  generally. 

8  THE  WITNESS:    Exactly.   I  have  not  talked  to 

9  people  about  the  substance  but  obviously  —  not 

10  obviously  ~  there  was  discussion  about  just  the  process 

1 1  and  the  procedure. 

112  MR.  BENNETT:    I  mean,  he  gets  calls  from  the 

13  press,  which  part  of  his  responsibilities  are  to  deal  with, 

14  so  these  are  subject  matters  he's  coping  with. 

15  Let  me  make  it  clear  to  you,  we  have  advised  him 

16  that  we  did  not  want  him  talking  to  individual  witnesses 

17  about  their  testimony  and  whatever,  and  I  have  no  reason  to 

18  believe  that  has  not  been  complied  with. 

19  BY  MR.  CODINHA: 

iO  Q      Let  me  ask  you  that  question:    Have  you  talked  to 

11  individual  witnesses  about  their  testimony? 

12  A      No. 
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1  Q      Did  you  receive  a  letter  from  the  Senate  Banking 

2  Committee  requesting  production  of  documents  on  or  about 

3  June  22? 

4  A      I  recall  such  a  letter,  and  I  turned  it  over  to 

5  Mr.  Bennett. 

6  Q      Did  you  produce  documents  independently  of  the 

7  White  House  producing  documents? 

8  MR.  BENNETT:    No. 

9  BY  MR.  CODINHA: 

10  Q      Did  you  attempt  to  see  whether  you  had  any  such 

1 1  documents  that  fit  within  the  June  22  letter? 

12  A      I  discussed  it  with  Mr.  Bennett  and  whatever  he 

13  produced  is  what  complied  with  the  letter,  as  far  as  I 

14  know. 

15  Q      Prior  to  coming  here  for  this  deposition  today, 

16  did  you  review  any  documents  in  preparation  of  the 

17  deposition? 

18  MR.  BENNETT:    Other  than  what  I  --  how  I  prepared 

19  him  for  this? 

20  BY  MR.  CODINHA: 

21  Q      I  want  to  know  if  you  looked  at  any  documents. 

22  I'm  not  asking  you  who  prepared  them  for  you. 
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1  A      Other  than  what  I  looked  at  with  Mr.  Bennett  and 

2  at  the  House  interview  yesterday  or  the  interview  by  the 

3  House  committee,  the  answer  is  no. 

4  Q      And  what  documents  did  you  look  at? 

5  A      I  looked  at  — 

6  MR.  BENNETT:    I'm  going  to  let  him  tell  you  what 

7  he  looked  at  that  was  shown  to  him  by  the  House,  but  not 

8  get  into  what  I  may  or  may  not  have  shown  him  in  our 

9  meetings. 

10  THE  WITNESS:    As  I  recall,  I  looked  at  what  was 

1 1  reported  to  be  a  typewritten  transcription  of  a  diary  made, 

12  or  part  of  a  diary  made  by  Mr.  Steiner  and  there  was  a 

1 3  memo  —  at  least  a  copy  of  a  memo  purportedly  from  me  to 

14  the  first  lady  which  had  attached  to  it  --  which  was 

15  represented  to  me  as  having  attached  to  it,  although  I 

16  didn't  see  it,  a  redacted  memo,  but  the  memo  --  my  memo  to 

17  the  first  lady  was  shown  to  me  --  the  memo  that  was 

18  attached  to  that  memo  was  not  shown  to  me.   It  was  reported 

19  that  -  it  was  represented  there  was  such  a  memo.   It  was 

20  heavily  redacted  but  it  was  not  shown  to  me. 

21  What  else  was  shown  yesterday? 

22  MR.  BENNETT:    Calendars,  appointment  books. 
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1  THE  WITNESS:    Oh,  yes.   Calendars  --  apparently, 

2  there  was  a  calendar  that  was  stated  by  one  of  the 

3  counsels  —  Mr.  Bentsen's  calendars  for  a  certain  period  of 

4  time  during  1994,  and  a  page  or  two  pages  from  my 

5  calendar.    I  guess  there  was  a  page  from  my  calendar  as 

6  well  as  a  copy  of  what  was  represented  to  me  to  be  one  of 

7  my  schedules  that  I  carry  around. 

8  MR.  BENNETT:    Keep  your  voice  up. 

9  THE  WITNESS:    I'm  sorry.   Just  yell. 

10  BY  MR.  CODINHA: 

11  Q      In  anticipation  of  --  do  you  recall  any  other 

12  documents  that  you  reviewed? 

13  A      I  reviewed  a  letter  from  Mr.  Altman,  a 

14  handwritten  letter  from  Mr.  Altman  to  the  president,  which 

15  I  recall  receiving  after  the  cutoff  date  of  the  subpoena 

16  from  Mr.  Fiske. 

17  Q      Do  you  recall  any  other  documents  you  reviewed  in 

18  anticipation  of  this  deposition? 

19  A      Not  that  I  recall,  no. 

20  Q      Were  you  shown  any  documents  which  purported  to 

21  be  the  diary  or  scrapbook  of  Mr.  Altman? 

22 A      I  don't  think  I  saw  anything  from  -- 
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1  MR.  BENNETT:   Just  answer. 

2  THE  WITNESS:    I'm  sorry.   I  don't  think  I  saw 

3  anything  from  Mr.  Altman.    I  don't  recall  it. 

4  BY  MR.  CODINHA: 

5  Q      In  early  July,  I  believe  the  Senate  Banking 

6  Committee  sent  you  a  letter  request  that  you  come  in  for 

7  this  deposition.    And  I  believe  you  were  asked  to  bring  a 

8  copy  of  your  curriculum  vitae  or  your  CV  along.    I  say  "I 

9  believe"  because  some  witnesses  didn't  get  that  request. 

10  Did  you  not  get  that  request? 

11  A      I  don't  recall.    I  turned  the  letter  over  to 

12  Mr.  Bennett.    I  have  not  looked  at  it  since. 

13  MR.  BENNETT:    We  will  send  you  one. 

14  MR.  CODINHA:    What  I'd  like  you  to  do  is  send  a 

15  copy  of  the  CV  and  that  will  be  marked  as  the  next  exhibit 

16  to  the  deposition. 

7  MR.  BENNETT:    Fine. 

8  BY  MR.  CODINHA: 

9  Q      The  single  question  I  ask  about  the  CV,  without 

10  reviewing  it,  is  whether  it's  accurate.    So  I'm  putting 

tl  that  question  to  you  in  anticipation  of  receiving  the  CV. 

\2  Please  review  it  for  accuracy  and  then  it  will  become  a 
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1  part  of  the  record. 

2  Have  you  been  interviewed  or  given  testimony  to 

3  any  other  investigative  body  that  is  investigating  the 

4  subject  matter  of  Senate  Resolution  229? 

5  A      I  have. 

6  Q      And  what  investigatory  agencies  have  you  given 

7  testimony  to? 

8  A      As  I  recall,  it  was  a  joint  interview  recently  by 

9  someone  from  the  Treasury  Department.   I  think  it  was  from 

10  the  Inspector  General's  office  at  the  Treasury  Department 

1 1  and  at  that  same  interview,  someone  from  the  Office  of 

12  Government  Ethics. 

13  Q      Have  you  been  interviewed  by  any  other 

14  investigative  agency? 

15  A      No. 

16  MR.  BENNETT:    Just  the  special  counsel, 

17  Mr.  Fiske.   We're  not  quite  sure  how  you  ~ 

18  MR.  CODINHA:   That's  fine. 

19  THE  WITNESS:    And  the  House  yesterday. 

20  BY  MR.  CODINHA: 

21  Q      Have  you  given  any  other  interviews  to  any 

22  inquirers  about  the  subject  matter  of  Senate  Resolution 
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1  229,  such  as  the  White  House? 

2  A      Yes. 

3  Q      With  respect  to  the  Treasury  IG's  office  and 

4  Office  of  Government  Ethics  interview,  when  did  that  take 

5  place? 

6  A      About  a  week  ago. 

7  Q      Was  that  interview  transcribed? 

8  A      It  was. 

9  Q      And  have  you  received  a  copy  of  the 

10  transcription? 

1 1  A      Yes. 

12  Q      Have  you  reviewed  a  copy  of  the  transcription? 

13  A      Yes. 

14  Q      Do  you  object  to  us,  the  Senate,  having  a  copy  of 

15  that  interview? 

16  MR.  BENNETT:    I  don't  have  any  objection  to  it. 

17  MR.  CODINHA:    We  would  request  at  this  time  that 

1 8  we  get  a  copy  of  that. 

19  MR.  BENNETT:    And  we'll  make  it  a  part  of  this 

20  record? 

21  MR.  CODINHA:    Yes.   I  would  tell  you  that 

22  anything  we  request,  either  by  a  letter  request  or  at  this 
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1  deposition  will  become  a  part  of  the  record. 

2  MR.  BENNETT:    Fine. 

3  BY  MR.  CODINHA: 

4  Q      With  respect  to  the  Office  of  Independent 

5  Counsel,  when  were  you  interviewed  by  them?   That's 

6  Mr.  Fiske's  group. 

7  A      I  don't  know  that  I  was. 

8  MR.  BENNETT:    Well,  it  was  a  grand  jury 

9  appearance.    He  was  not  interviewed.    I  assume  you  don't 

10  mind  me  correcting  on  these  preliminary. 

1 1  MR.  CODINHA:    No,  I  don't  object  to  that. 

12  THE  WITNESS:    I  wasn't  taking  that  in  the  context 

13  of  an  interview. 

14  MR.  BENNETT:    He  wasn't  interviewed.    He  just 

15  made  a  cold  grand  jury  appearance. 

16  BY  MR.  CODINHA: 

17  Q      Following  the  grand  jury  appearance,  were  you 

18  asked  to  sit  down  or  speak  with  any  investigators  from 

19  Mr.  Fiske's  group,  either  FBI  investigators  or  other 

20  investigators  and  discuss  your  testimony? 

21  A      No,  not  that  I  recall. 

22 Q      You  say  you've  already  given  testimony  to  a  House 
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1  inquiry  investigators? 

2  A      Yesterday. 

3  Q      And  was  a  transcription  of  that  taken? 

4  A      Not  to  my  knowledge. 

5  Q      Was  anyone  taking  notes  at  that  inquiry? 

6  A      Yes. 

7  Q      You  indicated  that  you  had  given  information  to 

8  the  White  House.    When  did  that  take  place? 

9  A      That  took  place  the  same,  about  a  week  ago,  the 

10  same  day  as  I  was  interviewed  by  the  Treasury  IG  and 

1 1  representative  from  the  Office  of  Government  Ethics. 

12  Q      Did  it  take  place  at  the  same  time  or  separately? 

13  A      No,  separately.    It  took  place  shortly  before  the 

14  interview  by  Treasury  IG. 

15  Q      Who  did  the  interview? 

16  A      Two  lawyers  with  the  White  House  counsel's 

17  office.   Jane  Sherbourne  and  Sheila  — 

18  Q      Cheston? 

19  A      Yes,  Cheston. 

20  Q      Was  Mr.  Cutler  present  at  that  interview? 

21  A      He  was  not. 

22  Q      Were  you  shown  any  documents  at  that  interview? 
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1  A      I  don't  recall  being  shown  any.    It  may  have 

2  been,  but  I  don't  recall  any  documents. 

3  Q      Did  you  now  recall  any  other  investigatory 

4  agencies  that  have  interviewed  you? 

5  A      No. 

6  Q      Let  me  turn  your  attention  to  the  position  you 

7  now  hold  with  the  government.   What  is  the  title  of  that 

8  position? 

9  A      I'm  an  assistant  to  the  president  and  deputy 

10  chief  of  staff. 

1 1  Q      When  did  you  take  that  position  or  those 

12  positions? 

13  A      During  the  beginning  of  the  first  week  of  January 

14  of  1994. 

15  Q      Prior  to  the  first  week  of  January  of  '94  when 

16  you  took  those  positions,  had  you  held  any  other  position 

17  in  the  administration  beginning  from  January  20th  of  1993? 

18  A      No,  I  had  not. 

19  Q      Prior  to  holding  that  position,  had  you  played 

20  any  unpaid  roles  with  the  administration  beginning  after 

21  January  20,  1993? 

22 A      For  a  very  short  period  of  time,  some  10  days  to 
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1  two  weeks  maximum,  as  I  recall,  I  was  working  in  the  White 

2  House. 

3  Q      When  did  that  10-day,  two- week  period  occur? 

4  A      It  started  with  the  20th  of  January  and  ran  on. 

5  Q      You  were  there  from  the  20th  of  January,  1993  for 

6  10  days  or  two  weeks? 

7  A      Very  late  January  or  very  early  February  when  I 

8  went  back  to  New  York. 

9  Q      What  role  were  you  playing  at  that  time? 

10  A      I  had  been  involved  in  the  transition  effort  in 

1 1  Little  Rock.    I  was  the  deputy  to  Warren  Christopher,  and  I 

12  came  up  basically  to  follow  up  on  some  of  the  work  I  had 

13  been  doing  there  in  helping  staff  the  White  House,  and 

14  basically  that's  what  I  was  doing. 

15  Q      To  the  best  of  your  knowledge,  how  did  it  come 

16  about  that  you  became  an  assistant  to  the  president  and 

17  deputy  chief  of  staff? 

18  A      I  was  asked  by  the  president  and  by  Mr.  McLarty, 

19  who  was  then  the  chief  of  staff. 

20  Q      Had  you  known  Mr.  McLarty  before  being  asked  to 

21  be  his  deputy  chief  of  staff? 

22  A      Yes. 
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1  Q      And  had  you  known  the  president  before  he  asked 

2  you  -  strike  that. 

3  For  how  long  a  time  had  you  known  the  president 

4  before  he  asked  you  to  become  an  assistant? 

5  A      Since  the  early  1970s. 

6  Q      How  had  you  known  the  president,  in  what 

7  capacity,  if  any? 

8  A      A  friend. 

9  Q      You're  a  friend  of  his.   And  had  you  maintained  a 

10  friendship  with  the  president  between  the  early  1970s  and 

1 1  the  time  he  became  president? 

12  A      Yes. 

13  Q      As  advisor  to  the  president  —  I'm  sorry,  as 

14  assistant  to  the  president,  what  are  your  duties  and 

15  responsibilities? 

16  A      My  primary  responsibilities  are  to  coordinate  the 

17  president's  health  care  initiative.    I  also  coordinate  the 

18  White  House's  role  in  the  1994  elections  as  well  as  the 

19  relationship  —  the  White  House's  relationship  to  political 

20  efforts  generally  and  to  the  Democratic  National 

21  Committee. 

22 And  when  I  first  came  there,  I  had  some 
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1  responsibility  with  respect  to  dealing  with  the  press  and 

2  responding  to  the  press  on  what  is  known  generally  as 

3  Whitewater  matters.    A  number  of  other  things  will  come  up 

4  during  the  course  of  a  day  or  week  but  those  are  my  primary 

5  responsibilities. 

6  Q      As  assistant  to  the  president,  to  whom  do  you 

7  report? 

8  A      I  report  --  well,  as  assistant  to  the  president 

9  deputy  chief  of  staff,  I  report  to  the  chief  of  staff. 

10  Q      Let  me  ask  you,  is  your  whole  title  assistant  to 

1 1  the  president,  deputy  chief  of  staff? 

12  A      Either  dash,  or  and. 

13  Q      Those  are  not  separate  roles,  but  they're  one 

14  role? 

15  A      They're  one  role,  yes. 

16  Q      As  far  as  you  know,  did  anyone  have  that  position 

17  before  you  took  it? 

18  A      Yes. 

19  Q      Who  was  that  position? 

20  A      Immediately  before  me,  I  think  it  was  Roy  Neel, 

21  N-e-e-1,  I  think.    Let  me  add  for  clarification,  there  is  a 

22  second  deputy  chief  of  staff  by  the  name  of  Phil  Lader, 
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1  L-a-d-e-r. 

2  Q      So  you  report  to  the  chief  of  staff  in  your  role 

3  as  assistant  to  the  president  and  deputy  chief  of  staff? 

4  A      Yes. 

5  Q      Do  you  report  to  anyone  else? 

6  A      No.    I  report  to  the  chief  of  staff. 

7  Q      Do  you  report  to  the  President  of  the  United 

8  States? 

9  A      Well,  all  of  us  report  to  the  President  of  the 

10  United  States. 

11  Q      Do  you  report  directly  to  the  president  or 

12  through  the  chief  of  staff? 

13  A      It  depends  on  the  subject  matter  and  the 

14  situation  at  hand.    Sometimes  I  speak  directly  with  the 

15  president.    Most  of  my  time,  however,  I  speak  directly  with 

16  the  chief  of  staff. 

17  Q      In  the  White  House  hierarchical  structure,  there 

18  is  counsel  to  the  president.    Do  you  report  to  the  counsel 

19  to  the  president? 

20  A      I  don't  report  to  the  counsel  of  the  president. 

21  I  speak  with  the  counsel  of  the  president. 

22 Q      In  terms  of  the  White  House  hierarchical 


26 

1  structure,  are  you  on  equal  footing  with  counsel  to  the 

2  president  or  above  that  or  below  that,  if  you  know? 

3  A      I  think  it  depends  upon  the  subject  matter  of  the 

4  question. 

5  Q      So  on  legal  matters,  the  counsel  to  the  president 

6  would  be  on  a  higher  matter  but  on  general  matters,  you 

7  would  be  on  either  the  same  level  or  you  might  be  higher? 

8  A      Exactly. 

9  Q      With  respect  to  senior  advisors  to  the  president 

10  and  the  hierarchical  structure,  do  you  report  to  senior 

1 1  advisors  to  the  president? 

12  A      Again,  it  depends  upon  the  subject  matter.   If 

13  it's  a  subject  matter  directly  within  the  scope  of  another 

14  senior  advisor,  I  don't  know  whether  I  would  use  the  term 

15  "report,"  but  I  would  certainly  discuss  and  perhaps 

16  report.    It  really  depends  upon  the  circumstances. 

17  Q      With  respect  to  the  issue  of  Whitewater,  would 

18  you  report  to  senior  advisors  to  the  president  --  strike 

19  that. 

20  Are  there  senior  advisors  to  the  president  to 

21  whom  you  would  report? 

22  A      To  the  chief  of  staff. 
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1  Q      The  chief  of  staff  has  a  title  of  chief  of 

2  staff.    I'm  now  talking  about  senior  advisors  to  the 

3  president,  such  as  Bruce  Lindsey. 

4  A      I  wouldn't  report  to  him.    I  would  discuss 

5  matters  with  him,  but  I  would  not  report  to  him.   I 

6  reported,  on  Whitewater  I  reported  to  the  chief  of  staff, 

7  who  is  also  a  senior  advisor. 

8  Q      Are  you  aware  of  whether  Mr.  Stephanopoulos  is  a 

9  senior  advisor  to  the  president? 

10  A      There's  no  title.    Senior  -  I  don't  think 

11  there's  a  title  "senior  advisor."   It  is  a  judgment  that  is 

12  reached,  I  think,  by  others,  but  Mr.  Stephanopoulos  would 

13  be  considered,  in  my  view,  a  senior  advisor  to  the 

14  president. 

15  Q      On  the  matter  of  Whitewater,  would  you  report  to 

16  Mr.  Stephanopoulos  on  matters? 

17  A      No.    I  would  discuss  matters  with  him. 

18  Q      Did  you  consider  Mr.  Lindsey  on  the  matter  of 

19  Whitewater  to  be  in  the  hierarchical  structure  equal  to 

20  you? 

21  A      With  respect  to  what  matters? 

22  Q      Whitewater. 
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1  A      He  was  very  knowledgeable  about  Whitewater.    I 

2  didn't  report  to  Mr.  Lindsey,  but  I  certainly  discussed 

3  matters  with  him. 

4  Q      And  with  respect  to  Mr.  Stephanopoulos,  on  the 

5  hierarchical  structure  with  respect  to  the  subject  matter 

6  of  Whitewater,  did  you  consider  him  above  or  on  the  same 

7  level  as  you  were? 

8  A      Same  level. 

9  Q      I  have  been  using  a  term  here,  "Whitewater,"  and 

10  let  me  perhaps  define  it.   As  I  am  going  to  be  asking  you 

11  questions,  I'm  going  to  use  two  terms.   One  is  Whitewater 

12  Development  Corporation.   Another  is  the  Madison  Guaranty 

13  Savings  &  Loan  Association.   For  convenience's  sake,  I  may 

14  only  refer  to  them  as  Whitewater  and  Madison  and  with  the 

15  permission  of  your  lawyer  and  yourself,  I  will  do  that  if 

16  there's  no  objection. 

17  When  did  you  first  -  strike  that. 

18  You've  been  responding  to  questions  about 

19  Whitewater.   When  did  you  first  become  aware  of  Whitewater? 

20  A      Let  me  say,  I  have  not  been  interpreting 

21  Whitewater  as  you've  just  defined  it.    When  did  I  first 

22  become  aware  of  it?   Through  general  press  accounts  on  a 
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1  very  ad  hoc  basis  during  the  course  of  1993.   I  first  heard 

2  of  Whitewater  during  the  either  primary  or  general  election 

3  campaign  of  1992. 

4  Q      With  respect  to  Madison,  when  did  you  first  - 

5  when,  if  ever,  did  you  first  become  aware  of  Madison? 

6  A      It  was  sometime  during  1993  through  newspaper 

7  accounts. 

8  Q      Before  coming  to  work  at  the  White  House  in  the 

9  first  week  of  January  of  1994,  did  you  do  any  work  for  the 

10  White  House,  perhaps  in  the  fall  or  early  winter  up  through 

1 1  December  of  1993,  with  respect  to  Whitewater  or  Madison? 

12  A      No. 

13  Q      Were  you  consulted  by  anyone  in  the  White  House 

14  with  respect  to  Whitewater  or  Madison  during  that  time 

15  period? 

16  A      I  don't  recall  being  consulted. 

17  Q      Are  you  aware  -  as  we  sit  here  today,  are  you 

18  aware  of  a  1992  ~  let  me  withdraw  the  question. 

19  Do  you  know  what  the  initials  RTC  stand  for? 

20  A      I  think  in  this  context,  I  assume  they  stand  for 

21  Resolution  Trust  Corporation. 

22 Q      And  that's  what  I  mean  by  that.   As  we  sit  here 
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1  today,  are  you  aware  of  a  1992  criminal  referral  concerning 

2  Madison,  which  mentions  the  Clintons? 

3  A      As  I  sit  here  today? 

4  Q      Yes. 

5  A      Yes. 

6  Q      When  did  you  first  become  aware  of  that? 

7  A      It  was  not  until  1994,  and  I  think  to  the  best  of 

8  my  recollection,  it  was  not  until  sometime  in  February  of 

9  1994,  and  I  can't  place  it  any  closer  than  that. 

10  Q      And  what  was  the  -  how  did  you  become  aware  of 

1 1  the  1992  RTC  criminal  referral? 

12  A      It  was  either  through  —  I  don't  know  which  came 

13  first,  either  through  a  press  account  or  someone  telling 

14  me  -  somebody  who  works  in  the  White  House  telling  me 

15  about  it  and  I  couldn't  tell  you  who,  when  or  what  time. 

16  Q      Putting  aside  the  press  account  for  the  moment, 

17  if  it  were  someone  in  the  White  House,  do  you  recall  how  it 

18  came  about  that  that  was  being  discussed? 

19  A      I  don't. 

20  Q      Do  you  recall  whether  it  was  someone  from  the 

21  White  House  counsel's  office  or  some  other  office  of  the 

22  White  House? 
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1  A      No.   As  I  said,  I  don't  know  who,  when  or  where. 

2  Q      What  did  you  come  to  know  about  the  1992  RTC 

3  criminal  referral  in  February  of  1994? 

4  A      Come  to  know  through  any  source? 

5  Q      First,  what  did  you  come  to  know  and  then  I'll 

6  ask  you  about  the  source  of  that  information. 

7  A      Generally,  that  there  had  been  —  my 

8  understanding  is  there  had  been  a  criminal  referral  or  at 

9  least  a  proposed  criminal  referral  which  had  been,  I  think, 

10  rejected  either  by  RTC  or  by  the  Justice  Department  and 

1 1  there  was,  I  gather,  or  my  understanding  was  there  was  a 

12  subsequent  reopening  of  that.   I  don't  know  the  final 

13  disposition  on  that. 

14  Q      Have  you  now  told  me  all  you  can  recall  of  what 

15  you  knew  about  the  1992  criminal  referral? 

16  A      That's  the  essence  of  it. 

17  Q      Do  you  recall  the  source  of  your  information, 

18  that  it  had  been  rejected  by  the  RTC  or  by  Justice? 

19  A      My  recollection,  as  I  sit  here  today,  it  was 

20  either  through  somebody  in  the  White  House  or  through  a 

21  press  account,  and  I  couldn't  tell  you  which  came  first. 

22 Q      Did  you  have  —  did  that  cause  you  to  ask  why  the 

32 

1  referral  had  been  rejected  by  the  RTC  or  Justice  to  the 

2  individual  who  was  telling  you  about  it? 

3  A      Not  that  I  recall. 

4  Q      Did  you  have  any  curiosity  as  to  why  that  had 

5  been  rejected  by  the  RTC  or  Justice? 

6  A      I  think  I  had  read  it  in  a  press  account  of  why 

7  it  had  been  rejected  and  I  didn't  probe  beyond  that. 

8  Q      Do  you  recall  today  what  that  press  account  of 

9  why  it  had  been  rejected? 

10  A      I  don't. 

1 1  Q      You  also  indicated  that  you  might  have  had 

12  conversation  about  the  reopening  of  that  referral.   Do  you 

13  recall  what  was  said  to  you  about  the  reopening  of  that 

14  referral? 

15  A      I  don't  recall  any  specific  conversation.   It  is 

16  my  recollection  that  it  was  reopened,  and  I  either  learned 

17  of  that  through  an  account  or  accounts  of  somebody  in  the 

18  White  House  or  through  the  press.   I  don't  know  which  came 

19  first. 

20  Q      Do  you  recall  questioning  at  that  time  why  the 

21  referral  had  been  reopened? 

22  A      I  recall  either  questioning  or  learning  about  it 
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1  through  press  accounts. 

2  Q      Did  you  learn  the  reason  why  the  referral  had 

3  been  reopened? 

4  A      Well,  I  read  press  accounts  of  why  it  had  been 

5  opened. 

6  Q      What's  your  understand  today  of  why  it  had  been 

7  reopened? 

8  A      My  understanding  is  -  as  I  recall,  people  in  -- 

9  RTC  employees  in  Kansas  City  asked  that  it  be  reopened  or 

10  developed  additional  information.    I  don't  recall  the  exact 

1 1  nature  and  circumstances  of  it  being  reopened. 

12  Q      Do  you  recall  whether  you  discussed  the  fact  that 

13  RTC  employees  in  Kansas  City  had  requests  that  the  1992 

14  criminal  referral  be  reopened?   Did  you  discuss  that  with 

15  anyone  in  the  White  House? 

16  A      I  may  well  have.    I  don't  recall  any  specific 

17  instance. 

18  Q      As  we  sit  here  today,  are  you  aware  that  there 

19  were  a  second  set  of  nine  RTC  criminal  referrals  which  were 

20  made  in  1993  concerning  Madison  which  also  mentioned  the 

21  Clintons? 

22 A      Second  set  of  nine? 
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1  Q      A  second  set  of  nine  criminal  referrals. 

2  A      No,  it's  the  first  time  I  heard  either  the  second 

3  set  or  nine. 

4  Q      When  you  were  responding  to  my  earlier  questions, 

5  and  I  was  asking  you  about  the  1992  referral,  as  we  sit 

6  here  today,  do  you  recall  it  was  a  1992  referral  that  was 

7  being  discussed? 

8  A      It  could  have  been  1993.    I  don't  recall. 

9  Q      At  some  point,  did  you  learn  about  a  meeting 

10  which  occurred  on  September  29th  of  1993  that  involved  the 

1 1  Treasury  Department  and  the  White  House? 

12  A      I  learned  about  it,  yes. 

13  Q      And  when  was  the  first  time  you  learned  about  the 

14  September  29th  meeting? 

15  A      As  I  recall,  it  was  sometime  during  the  month  of 

16  February.    It  could  have  been  January,  but  I  recall  it 

17  being  during  the  month  of  February. 

18  Q      What  were  the  circumstances  under  which  you 

19  learned  about  the  September  29th  meeting? 

20  A      It  could  have  been  either  through  somebody  - 

21  MR.  BENNETT:    Don't  speculate.   He's  entitled  to 

22  full  and  complete  answers,  but  could  —  don't  speculate. 
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1  THE  WITNESS:    I  don't  recall. 

2  BY  MR.  CODINHA: 

3  Q      As  best  you  can  recall  today,  how  do  you  believe 

4  you  found  out  about  the  September  29th  meeting? 

5  MR.  BENNETT:    You  can  answer  it  if  you  can  answer 

6  it. 

7  THE  WITNESS:    It  was  either  through  an  individual 

8  in  the  White  House  or  through  a  press  account. 

9  BY  MR.  CODINHA: 

10  Q      Do  you  recall  any  individual  in  the  White  House 

1 1  who  told  you  about  the  September  29th  meeting? 

12  A      As  I  sit  here  today,  no. 

13  Q      It  has  been  reported  that  Mr.  —  strike  that. 

14  The  committee  has  developed  evidence  that 

15  Mr.  Nussbaum  attended  the  September  29th  meeting.    Do  you 

16  recall  Mr.  Nussbaum  telling  you  that  he  was  at  the 

17  September  29th  meeting? 

18  A      He  may  well  have.    I  don't  recall  specifically. 

19  Q      The  committee  has  developed  evidence  that 

20  Mr.  Sloan,  Mr.  Clifford  Sloan  —  do  you  know  who  Clifford 

21  Sloan  is? 

22  A      I  do. 
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1  Q      Let  me  take  a  step  back  and  I  apologize  for 

2  this.   Do  you  know  who  Bernard  Nussbaum  is? 

3  A      I  do. 

4  Q      And  was  he  counsel  to  the  president  when  you 

5  arrived  at  the  White  House? 

6  A      He  was. 

7  Q      Do  you  know  who  Clifford  Sloan  is? 

8  A      I  do. 

9  Q      Who  did  you  know  Clifford  Sloan  to  be? 

10  A      I  don't  know  his  exact  title,  but  I  think  he  was 

1 1  an  associate  or  assistant  counsel  to  the  president. 

12  Q      He  worked  in  the  legal  office? 

13  A      He  worked  in  the  counsel's  office. 

14  Q      With  respect  to  Mr.  Sloan,  do  you  recall 

15  discussing  with  Mr.  Sloan  the  September  29th  meeting? 

16  A      I  don't  have  a  specific  recollection  of  it.   I 

17  may  well  have. 

18  Q      In  your  discussions  with  people  at  the  White 

19  House  who  you  can't  now  recall,  do  you  recall  the  subject 

20  matter  of  the  September  29th  meeting  being  discussed? 

21  A      When  you  say  the  "subject  matter"  -- 

22  MR.  BENNETT:   He's  not  sure  he  had 
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1  conversations.    He  said  conversations  or  the  press.   But 

2  what  you're  asking  him  is  if  there  were  conversations? 

3  BY  MR.  CODINHA: 

4  Q      Is  it  helpful  at  all  to  you  in  remembering 

5  whether  or  not  conversations  occurred  in  the  White  House 

6  with  respect  to  the  September  29th  meeting? 

7  A      There  were  conversations.   I  can't  place  the 

8  time,  date  or  who. 

9  Q      Now,  with  respect  to  those  conversations,  what 

10  were  you  told  by  people  in  the  White  House  occurred  at  the 

1 1  September  29th  meeting? 

12  A      I  don't  recall  any  detailed  conversations  about 

13  what  occurred  at  the  September  meeting. 

14  Q      Do  you  recall  general  conversations  of  what 

15  occurred  at  the  September  meeting? 

16  A      No. 

17  Q      Do  you  recall  conversations  of  who  was  involved 

1 8  at  the  September  meeting  ~  strike  that  -  of  who  was 

19  present  at  the  September  meeting? 

20  A      Yes. 

21  Q      Who  do  you  recall  who  you  were  told  was  present 

22  at  the  September  29  meeting? 
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1  A      I  don't  recall  being  told  by  anyone  who  was 

2  present.   I  recall  there  being  press  account  and  discussion 

3  revolving  around  those  press  accounts. 

4  Q      Do  you  recall  being  told  by  anyone  at  the  White 

5  House  that  individuals  from  the  Department  of  the  Treasury 

6  were  present  at  the  meeting? 

7  A      I  recall  discussions  about  who  was  present  at 

8  those  meetings. 

9  Q      And  the  discussions,  did  they  revolve  around  the 

10  fact  that  officials  from  the  Department  of  Treasury  were 

1 1  present? 

12  A      Yes,  that  had  been  reported  in  the  press. 

13  Q      And  was  that  then  discussed  at  the  White  House 

14  after  it  had  been  reported  in  the  press? 

15  A      It  was. 

16  Q      Did  people  confirm  that  people  from  ~  did  people 

17  at  the  White  House  confirm  that  people  from  the  Department 

18  of  Treasury  had  been  present  at  the  September  29th  meeting? 

19  A      I  don't  recall  any  direct  confirmation  to  me. 

20  Q      Was  there  discussion  which  was,  in  your  presence, 

21  as  to  the  appropriateness  of  people  from  the  Treasury  being 

22  present  at  the  September  29th  meeting? 
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1  A      It  had  been  raised  in  the  press  and  I  think  there 

2  was  discussion  around  it. 

3  Q      Who  was  having  that  discussion? 

4  A      I  don't  recall. 

5  Q      Was  this  just  general  corridor  discussion,  or  was 

6  this  discussion  that  was  being  held  at  meetings? 

7  A      Basically  corridor  discussion,  as  far  as  I  was 

8  concerned. 

9  Q      Were  you  able  to  determine  from  the  general 

10  corridor  discussions  what  had  been  discussed  at  the 

1 1  September  29th  meeting? 

12  A      No. 

13  Q      Did  you  ever  ask  Mr.  Nussbaum  what  had  been 

14  discussed  at  the  September  29th  meeting? 

15  A      I  may  have.    I  don't  recall  that  I  did. 

16  Q      Did  you  ever  ask  Mr.  Sloan  what  had  been 

17  discussed  at  the  September  29th  meeting? 

18  A      Same  answer. 

19  Q      Do  you  know  who  Neil  Eggleston  is? 

20  A      I  do. 

21  Q      And  did  you  know  him  to  be  a  lawyer  in  the 

22  department  of  the  counsel  to  the  president? 
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1  A      Yes. 

2  Q      The  legal  office. 

3  A      Yes. 

4  Q      Did  you  discuss  with  Mr.  Eggleston  the  subject 

5  matter  of  the  September  29th  meeting? 

6  A      I  don't  recall  having  any  specific  discussions 

7  with  him  about  the  subject  matter. 

8  Q      Did  you  become  aware  of  a  meeting  which  took 

9  place  on  October  14th  of  1993  at  the  White  House? 

10  A      I  don't  know  the  exact  date.    I  recall  that  there 

1 1  was  discussion  about  an  October  meeting. 

12  Q      And  where  did  that  discussion  take  place? 

13  A      I'm  sorry? 

14  Q      Did  that  discussion  at  the  place  at  the  White 

15  House? 

16  A      I  don't  think  I  confirmed  there  was  a 

17  discussion.    I  said  I  became  aware  of  it.   I  became 

18  aware  —  let  me  back  up.   I  became  aware  of  a  meeting  in 

19  October. 

20  Q      And  how  did  you  become  aware  of  a  meeting  in 

21  October? 

22  A      I  don't  recall  whether  it  was  through  a  press 
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1  account  or  through  one  or  more  individuals  in  the  White 

2  House  discussing  it. 

3  Q      If  it  were  through  one  or  more  individuals  in  the 

4  White  House  discussing  it,  who  would  those  individuals  have 

5  been,  if  you  can  recall? 

6  A      I  don't  recall. 

7  Q      Did  you  come  to  find  out  who  was  present  at  the 

8  October  meeting? 

9  A      As  I  recall,  I  did.   As  I  sit  here  today,  I 

10  couldn't  tell  you  who  they  were. 

1 1  Q      Did  you  come  to  find  out  that  Mr.  Nussbaum  was 

12  present  at  the  October  meeting? 

13  A      I  could  well  have.    I  don't  recall. 

14  Q      Did  you  come  to  find  out  that  Mr.  Sloan  was 

15  present  at  the  October  meeting? 

16  A      Same  answer. 

17  Q      Did  you  come  to  find  out  whether  Mr.  Eggleston 

18  present  at  the  meeting? 

19  A      Same  answer. 

20  Q      Did  you  come  to  find  out  whether  Mr.  Gearan  was 

21  present  at  the  October  meeting? 

22 A      Same  answer. 
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1  Q      To  the  best  of  your  memory,  when  did  you  first 

2  become  aware  of  the  October  meeting? 

3  A      I  think  it  was  sometime  in  February,  and  there 

4  had  been  —  I  think  there  had  been  a  press  account  or  press 

5  accounts  about  it. 

6  Q      Did  you  become  aware  whether  any  people  from  the 

7  Treasury  Department  were  present  at  the  October  meeting? 

8  A      As  I  recall,  there  had  been  Treasury  people.    I 

9  couldn't  tell  you  their  names.   That's  the  answer. 

10  Q      Did  you  know  who  Josh  Steiner  was? 

11  A      At  what  time? 

12  Q      In  February  of  1994. 

13  A      Yes,  I  did. 

14  Q      Did  you  know  that  he  was  chief  of  staff  to 

15  Secretary  Bentsen  of  the  Treasury? 

16  A      That's  what  I  had  been  told. 

17  Q      And  previously  to  that,  he  had  been  the  principal 

1 8  assistant  to  Roger  Altman  who  was  deputy  secretary  of  the 

19  Treasury? 

20  A      I  came  to  know  that,  yes. 

21  Q      And  did  you  know  in  February  of  '94  who  Jean 

22  Hanson  was? 
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1  A      I  did  in  February  of  '94,  yes. 

2  Q      Did  you  come  to  know  —  did  I  just  ask  that  you 

3  knew  she  was  general  counsel  to  the  Treasury? 

4  A      In  February,  I  learned  that.    I  learned  that. 

5  Q      Did  you  know  who  Jack  DeVore  was? 

6  A      I  knew  from  press  accounts  that  he  had  been  a 

7  close  aide  to  Senator  Bentsen  —  or  now  Secretary  Bentsen. 

8  Q      And  was  working  at  the  Treasury  in  the  office  of 

9  public  affairs?   Did  you  know  that? 

10  A      My  understanding  is  he  was  Secretary  Bentsen 's 

1 1  chief  spokesman. 

12  Q      Did  you  understand  that  Mr.  DeVore  was  in  a 

13  communications  department  of  the  Treasury? 

14  A      I  didn't  focus  on  what  department  he  was  in.    I 

15  didn't  know  what  department  he  was  in. 

16  Q      Did  you  become  aware  in  February  of  1994  that 

17  Mr.  Steiner  had  been  present  at  the  October  meeting? 

18  A      Again,  I  don't  recall  any  specific  individuals. 

19  As  I  sit  here  today,  I  don't  recall  his  name  ever  being 

20  raised,  at  least  in  my  presence,  and  I  had  no  knowledge  of 

21  that. 

22 Q      Did  you  become  aware  that  Ms.  Hanson  had  been 
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1  present  at  the  meeting? 

2  A      Again,  I  don't  remember  specific  individuals. 

3  Q      Do  you  have  any  notes  or  materials  that  would 

4  help  you  remember  whether  this  was  discussed  at  the 

5  meeting? 

6  A      Not  that  I  recall.   Whatever  notes  were  included 

7  in  Fiske's  subpoena  have  been  turned  over  to  my  counsel. 

8  Q      Did  you  become  aware  sometime  after  1994  when  you 

9  started  working  at  the  White  House  that  a  memorandum  of  the 

10  October  meeting  had  been  prepared? 

11  A      I  do  not  recall  learning  about  that.   I  may  well 

12  have  but  as  I  sit  here  today,  I  don't  recall. 

13  Q      Have  you  reviewed  a  copy  —  strike  that. 

14  Have  you  ever  seen  a  copy  of  a  memorandum  from 

15  Bruce  Lindsey  to  the  file  which  related  to  this  meeting? 

16  A      I  may  have.   As  I  sit  here  today,  I  don't  recall. 

17  Q      Do  you  recall  - 

18  MR.  BENNETT:   May  I  ask,  is  that  the  same  memo? 

19  MR.  CODINHA:    Is  what  the  same  memo? 

20  MR.  BENNETT:   The  October  memo.   You  referred  to 

21  the  October  memo  and  you  asked  if  he  saw  the  Lindsey  memo. 

22  Is  that  the  same  memo? 
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1  MR.  CODINHA:    It's  the  same  memo  I'm  referring 

2  to. 

3  BY  MR.  CODINHA: 

4  Q      Do  you  recall  seeing  a  memo  that  was  prepared  by 

5  Mr.  Lindsey  that  concerned  the  Whitewater  Development 

6  Corporation? 

7  A      Any  memo? 

8  Q      Yes. 

9  A      I  don't  recall  at  this  point  any  specific  memo. 

10  I  may  have,  but  I  don't  recall  any  specific  memo. 

1 1  MR.  BENNETT:    I  would  ask  -  excuse  me.    I  would 

12  ask  if  there  are  such  memos  and  he  can't  remember,  if  you 

13  want  to  refresh  his  recollection. 

14  MR.  CODINHA:   First,  I'd  like  to  test  his  memory. 

15  MR.  BENNETT:    Okay. 

16  BY  MR.  CODINHA: 

17  Q      Do  you  recall  there  being  more  than  one  memo  of 

18  Mr.  Lindsey 's  referring  to  the  Whitewater  Development 

19  Corporation? 

20  A      I  have  no  recollection  of  that. 

21  Q      Do  you  recall  there  being  at  least  one  memo? 

22 A      I  don't  recall  that  either.    There  may  well  have 
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1  been,  but  I  don't  recall  it. 

2  Q      You  indicated  that  one  of  your  roles  when  you 

3  came  in  as  assistant  to  the  president  and  deputy  chief  of 

4  staff  was  to  deal  with  the  press  on  the  issue  of 

5  Whitewater.   Do  you  recall  testifying  to  that  earlier 

6  today? 

7  A      Yes. 

8  Q      What  preparation  were  you  given  when  you  came  in 

9  in  January  of  1994  to  be  able  to  do  that? 

10  A      We  had,  during  the  first  two  or  2-1/2  weeks,  I 

1 1  ran  a  meeting  that  was  held  generally  twice  a  day  with  a 

12  group  of  people  who  were  knowledgeable  about  Whitewater  and 

13  knowledgeable  about  —  also  people  who  were  dealing  with 

14  the  press  on  it.    And  that's  how  I  came  to  be  informed 

15  about  Whitewater. 

16  Q      Did  this  meeting  that  took  place  two  times  a  day, 

17  when  did  those  meetings  occur,  when  during  the  day? 

18  A      Typically  fairly  early  in  the  morning  and 

19  typically  in  the  late  afternoon. 

20  Q      How  long  did  they  last? 

21  A      It  depended.    Anywhere  from  half  an  hour  to  an 

22  hour,  maybe  a  little  longer,  depending  on  the  kind  and 
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1  nature  and  amount  of  press  inquiry  we  were  getting. 

2  Q      And  these  meetings,  they  began  when  you  first 

3  arrived  and  they  lasted,  I  believe,  you  said  for  two  weeks 

4  or  more? 

5  A      Two,  2-1/2  weeks  with  that  regularity. 

6  Q      Following  that,  did  the  meetings  continue  - 

7  following  the  2-1/2  weeks,  did  the  meetings  continue  but 

8  with  less  regularity? 

9  A      With  less  regularity. 

10  Q      How  often  did  they  then  occur? 

11  A      As  I  recall,  two  or  three  times  a  week,  and  even 

12  tapering  off  to  less  than  that. 

13  Q      Have  they  occurred  through  the  present  day? 

14  MR.  BENNETT:    I'm  going  to  object  on  scope  and 

15  pertinency. 

16  MR.  CODINHA:    I'll  withdraw  the  question. 

17  BY  MR.  CODINHA: 

18  Q      Up  until  March  10,  how  often  did  the  meetings 

19  occur? 

20  MR.  BENNETT:    We're  talking  about  meetings,  I 

21  assume,  given  your  introductory  remarks,  that  are  limited 

22  to  contacts  with  the  Treasury.   That's  my  assumption,  given 
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1  your  preliminary  remarks.    Is  that  correct? 

2  MR.  CODINHA:   That  is  the  scope  and  focus  of  this 

3  investigation,  Mr.  Bennett. 

4  (Witness  conferred  with  counsel.) 

5  THE  WITNESS:   The  meetings  that  I've  been  talking 

6  about  didn't  have  anything  to  do  with  contacts  between  the 

7  White  House  and  the  Treasury  Department. 

8  BY  MR.  CODINHA: 

9  Q      And  how  were  you  able  to  determine  that  they 

10  didn't  have  anything  to  do  with  contacts  between  the  White 

1 1  House  and  the  Treasury? 

12  A      As  far  as  I  knew,  there  were  no  contacts  between 

13  the  White  House  and  the  Treasury  during  that  period  of 

14  time. 

15  Q      Between  what  period  of  time?   I'm  sorry. 

16  A      January. 

17  Q      In  January  there  were  no  contacts  between  the 

18  White  House  and  Treasury? 

19  A      Not  that  I  knew  of. 

20  Q      Why  don't  we  talk  about  who  was  at  the 

21  meetings  —  first,  let's  see  if  we  can  define  the 

22  meetings. 
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1  Did  this  group  have  a  name? 

2  A      It  had  no  —  no,  it  had  no  official  name. 

3  Q      Did  it  have  an  unofficial  name  of  the  Whitewater 

4  response  team  or  Whitewater  response  group? 

5  A      I  think  that  that  would  be  fair  that's  how  it  was 

6  referred  to  within  the  White  House. 

7  Q      And  who  was  in  charge  of  that  group? 

8  A      I  was  in  charge. 

9  Q      Where  did  the  meetings  take  place?  I'm  saying 

10  where  in  the  White  House. 

11  A      No,  I  understand.    During  the  first  two,  2-1/2, 

12  three  weeks,  they  typically  took  place  in  what  is  known  as 

13  the  ward  room,  which  is  the  basement  or  the  so-called 

14  basement  of  the  west  wing. 

15  Q      Who  participated  in  the  meetings? 

16  A      It  varied,  but  I  guess,  as  I  recall  -  do  you 

17  want  me  to  name  specific  names? 

18  Q      Please. 

19  A      George  Stephanopoulos,  Paul  Begala,  on  occasion 

20  James  Carville,  Michael  Waldman,  Bernie  Nussbaum,  Joel 

21  Klein,  Neil  Eggleston,  Maggie  Williams,  David  Gergen,  Mark 

22  Gearan.   On  an  irregular  basis,  Dee  Dee  Myers,  myself. 
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1  That's  pretty  much  the  complement.   That  is  the  best  of  my 

2  recollection. 

3  Q      Did  Clifford  Sloan  attend  those  meetings? 

4  A      I  think  on  occasion.    I'm  not  sure  he  was  a 

5  regular  participant  but  as  I  recall,  he  was  at  some  of  the 

6  meetings. 

7  Q      Did  Beth  Nolan  attend  those  meetings? 

8  A      Again,  I  think  on  an  irregular  basis. 

9  Q      Did  Mr.  Podesta  attend  those  meetings? 

10  A      I  don't  recall  him  being  there.   He  may  well  have 

1 1  been,  but  I  don't  recall  him  and  certainly  not  on  a  regular 

12  basis. 

13  Q      Did  Lisa  Caputo  attend  those  meetings? 

14  A      She  attended  some.   I  don't  think  on  a  regular 

15  basis. 

16  Q      Now,  Mr.  Nussbaum  was  counsel  to  the  president? 

17  A      Yes. 

18  Q      What  was  his  role  at  the  meeting? 

19  A      He  was  a  participant. 

20  Q      And  what  was  his  ~  who  determined  who  came  to 

21  these  meetings? 

22  A      I  did. 
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1  Q      Was  this  a  by-invitation-only  meeting  or  could 

2  anyone  come  at  any  time? 

3  A      No.    It  was  a  by-invitation  meeting. 

4  Q      How  did  you  determine  who  should  attend  any  given 

5  meeting? 

6  A      It  was  basically  the  same  group  of  people.   I 

7  thought  consistency  was  useful.   And  as  I  said,  the  purpose 

8  of  these  meetings  was  to  deal  with  a  very  high  number  of 

9  press  inquiries  that  were  coming  in  on  a  daily  and  weekly 

10  basis  about  this  matter,  what  we  call,  generically,  inside 

11  the  White  House,  Whitewater.   I'm  not  using  that  in  the 

12  sense  you've  defined  it,  but  it's  generic  name  inside  the 

13  White  House  and  we  were  getting,  as  I  say,  a  very  large 

14  number  of  press  inquiries  and  the  purpose  of  these  meetings 

15  was  to  deal  with  those. 

16  Q      With  respect  to  Mr.  Stephanopoulos,  I  think  you 

17  have  said  he  was  an  advisor  to  the  president,  and  I  use  the 

18  term  "senior  advisor"  and  I  think  you  agreed  he  would  be 

19  seen  as  a  senior  advisor? 

20  A      Yes.   Again,  that's  not  a  specific  title  in  the 

21  White  House,  although  I  think  George  may  carry  that.   But 

22  as  a  generic  term,  he  would  certainly  be  considered  a 
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1  senior  advisor. 

2  Q      And  Mr.  Stephanopoulos  was  involved  in  the  White 

3  House  communications  department  or  I  think  at  one  point  he 

4  had  been  director  of  communications  for  the  White  House, 

5  had  he  not? 

6  A      He  had  been.   His  job  duties  and  title  were 

7  changed,  but  he  still  continues  to  be  very  involved  with 

8  the  press. 

9  Q      You  mentioned  the  name  Begala? 

10  A      Paul  Begala,  who  is  an  outside  advisor,  outside 

1 1  consultant,  as  is  James  Carville. 

12  Q      And  you  mentioned,  I  think,  a  Mr.  Whalen  - 

13  A      Waldman.   Michael  Waldman  is  on  the  staff  and  in 

14  the  communications  department  at  the  White  House. 

15  Q      What  position  does  he  hold? 

16  A      I  think  he  is  ~  there's  assistant,  deputy 

17  assistant  —  I'm  going  down  the  hierarchy  ~  I  think 

18  Michael  is  special  assistant  to  the  president  for 

19  communications. 

20  Q      Mr.  Nussbaum,  we  have  already  said,  is  counsel  to 

21  the  president? 

22  A      Yes. 
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1  Q      So  he's  the  chief  legal  officer  in  the  White 

2  House? 

3  A      At  that  time  he  was. 

4  Q      In  January  or  the  time  we're  talking  about? 

5  A      Yes. 

6  Q      And  Joel  Klein  is  in  the  counsel  -  he's  an 

7  attorney  in  the  counsel's  office? 

8  A      He  is. 

9  Q      And  he  is  also  a  legal  officer  to  the  president? 

10  A      Well,  he's  in  the  counsel's  office  functioning  as 

11  a  lawyer. 

12  Q      And  Neil  Eggleston  was  again,  a  lawyer  in  the 

13  counsel's  office? 

14  A      Yes. 

15  Q      And  Maggie  Williams,  or  Margaret  Williams,  was 

16  chief  of  staff  to  the  First  Lady  of  the  United  States? 

17  A      Was  and  is. 

18  Q      I  believe  you  mentioned  Mr.  Gergen.   What  role  - 

19  A      David  Gergen.   David  Gergen  was,  at  that  time 

20  counselor  to  the  president  ~ 

21  Q      And  -- 
22 A      -  was  his  title. 
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1  Q      What  position  did  he  play  in  the  White  House 

2  administration? 

3  A      General  senior  advisor. 

4  (Pause.) 

5  Q      I  think  when  we  stopped,  I  was  asking  about 

6  Mr.  Gergen  and  you  had  answered  Mr.  Gearan.    Do  you  know 

7  who  Mr.  Gearan? 

8  A      Mark  Gearan  is  the  director  of  communications  for 

9  the  White  House  at  that  time  and  still  is. 

10  Q      And  Dee  Dee  Myers,  did  she  hold  a  communications 

1 1  position? 

12  A      She  was  in  the  communications  department  working 

1 3  under  Mr.  Gearan  and  she  is  the  press  secretary,  press 

14  spokesman. 

15  Q      Cliff  Sloan,  he's  a  counsel  in  the  White  House 

16  legal  department? 

17  A      He  is. 

18  Q      Beth  Nolan  is  also  counsel  in  the  White  House 

19  legal  department? 

20  A      Same. 

21  Q      And  is  she  a  specialist  in  ethics  for  the  White 

22  House? 
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1  A      That's  my  understanding,  that  she  is  a  specialist 

2  in  ethics. 

3  Q      Lisa  Caputo,  what  role  did  she  play? 

4  A      She's  the  press  secretary  for  Mrs.  Clinton. 

5  Q      And  I  believe  you  said  you're  not  sure  whether 

6  Mr.  Podesta  attended  these  meetings? 

7  A      I  don't  recall  his  ever  attending  them.    He  may 

8  well  have. 

9  Q      Is  there  anyone  else  you  can  think  of  who 

10  attended  the  Whitewater  response  team  meetings? 

11  A      Not  that  I  recall. 

12  Q      What  role  was  Mr.  Nussbaum,  the  chief  legal 

13  officer  to  the  president,  to  play  at  these  meetings? 

14  A      He  played  the  same  role  everyone  else  did.    He 

15  was  a  participant  in  the  meetings,  and  he  had 

16  information  —  other  people  had  information  and  as  I  said, 

17  focus  of  these  meetings  was  to  deal  with,  as  best  we  could, 

18  voluminous  press  inquiries  and  make  sure  there  was  a 

19  coordinated  response,  that  there  were  not  different 

20  responses  coming  from  different  people  based  on  different 

21  information. 

22 Q      Was  Mr.  Lindsey  a  participant  in  those  meetings? 
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1  A      I'm  sorry,  you're  right.   He  was. 

2  Q      Was  he  a  regular  participant  in  the  meetings? 

3  A      He  was. 

4  Q      He  is  also,  I  believe,  a  senior  advisor  to  the 

5  president  or  at  least  an  advisor  to  the  president  who  would 

6  be  considered  a  senior  advisor  to  the  president? 

7  A      He  is. 

8  Q      Do  you  recall  what  is  his  portfolio  at  the  White 

9  House?   What  does  he  do? 

10  A      He  basically  is  a  senior  advisor.   He's  somewhat 

1 1  like  Mr.  Gergen.    He  advises  the  president  on  any  number  of 

12  matters.   He's  been  very  close  with  the  president  over  a 

1 3  number  of  years  and  is  a  trusted  confidant  and  advisor, 

14  both  political  and  otherwise. 

15  Q      With  respect  to  Mr.  Lindsey,  did  he  have 

16  particular  knowledge  with  regard  to  Whitewater  matters? 

17  A      In  my  view,  he  had  considerable  knowledge. 

18  Q      I'd  like  to  go  back  for  the  moment  to 

19  Mr.  Nussbaum.   You  said  he  had  information  that  was  ~ 

20  strike  that.    You  said  he  had  some  information. 

21  What  did  Mr.  Nussbaum  bring  to  the  table  that  you 

22  needed  in  terms  of  being  the  head  of  the  Whitewater 
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1  response  team? 

2  A      Somebody  who  knew  some  aspects  of  Whitewater  and 

3  could  give  advice,  especially  in  connection  with  answering 

4  accurately  and  as  quickly  as  possible  questions  of  the 

5  press. 

6  Q      Is  Mr.  Nussbaum's  position  a  communications 

7  position  that  he  has  to  interface  directly  with  the  press? 

8  A      No,  but  we  were  being  asked  a  lot  of  questions 

9  about  Whitewater  and  I  put  together  a  group  of  people  who  I 

10  felt  could  contribute  to  responding  to  those  questions  as 

1 1  quickly  and  as  accurately  as  possible  and  as  consistently 

12  as  possible. 

13  Q      When  you  arrived  at  the  White  House,  did  you  know 

14  that  the  issue  of  you  dealing  with  the  press  on  Whitewater 

15  was  going  to  be  part  of  your  portfolio? 

16  A      I  did  not. 

17  Q      When  you  arrived,  who  informed  you  of  that 

18  information? 

19  A      The  chief  of  staff. 

20  Q      And  that  would  have  been  Mack  McLarty? 

21  A      Yes. 

22 Q      I'm  sorry,  Mr.  McLarty. 
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1  A      Mr.  McLarty.    It  doesn't  matter. 

2  Q      What  did  Mr.  McLarty  inform  you  were  to  be  your 

3  duties  and  responsibilities  as  particularized  on 

4  Whitewater? 

5  A      He  said  that  there  was  a  lot  of  —  many,  many 

6  questions  coming  in  from  the  press  that  he  felt  that  we 

7  were  not  responding  as  quickly  and  as  effectively  as  we 

8  could  and  asked  me  to  take  charge  of  that  and  try  to  pull 

9  together  a  system  in  which  we  could  quickly  and  effectively 

10  and  accurately  respond  to  the  press. 

1 1  Q      Were  you  given  a  briefing  book  on  Whitewater  when 

12  you  arrived  to  at  least  let  you  know  what  this  was  all 

13  about? 

14  A      No,  not  that  I  recall.   I  talked  to  a  number  of 

15  people.    I  don't  recall  any  specific  people. 

16  Q      How  did  you  decide  who,  at  the  White  House,  who 

17  you  should  talk  to  about  the  subject  of  Whitewater? 

18  A      I  basically  asked  several  people  who  had  been 

19  involved  and  was  knowledgeable.   I  knew  that  the  counsel's 

20  office  had  been  involved.    I  knew  Mr.  Lindsey  had  a  great 

21  deal  of  knowledge  about  it.   He  had  been  reporting  in  the 

22  press,  as  had  Stephanopoulos,  and  there  were  a  number  of 
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1  people  who  were  speaking  to  the  press  about  it.    So  it  was 

2  my  view  that  we  should  get  all  of  those  people  in  one  room 

3  on  a  consistent  basis. 

4  Q      You  say  you  "knew  the  counsel's  office  had  been 

5  involved."    What  was  the  source  of  your  information  that 

6  the  White  House's  counsel's  office  was  involved? 

7  MR.  BENNETT:    I've  given  you  an  awful  lot  of 

8  leeway  on  this. 

9  MR.  CODINHA:    We  might  disagree. 

10  MR.  BENNETT:    Can't  we  get  to  the  communications 

1 1  between  officials  of  the  White  House  and  Department  of 

12  Treasury?   I  don't  think  this  should  be  a  pretext  of  you 

13  learning  about  all  the  internal  processes  of  the  White 

14  House  and  I'd  like  you  to  limit  it  to  the  scope  of  what 

15  your  assignment  is,  with  all  due  respect. 

16  MR.  CODINHA:    Thank  you. 

17  BY  MR.  CODINHA: 

18  Q      With  respect  to  your  information  that  the 

19  counsel's  office  at  the  White  House  had  been  involved,  what 

20  was  the  source  of  that  information? 

21  A      Where  are  we? 

22 MR.  BENNETT:    I'm  going  to  object  to  that  on 
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1  pertinency  scope  grounds. 

2  BY  MR.  CODINHA: 

3  Q      What  was  the  source  of  your  information? 

4  MR.  BENNETT:    I'm  instructing  him  not  to  answer. 

5  MR.  CODINHA:   Mr.  Bennett  -- 

6  MR.  BENNETT:    I'm  instructing  him  not  to  answer. 

7  MR.  CODINHA:    I  heard  what  you  said.    I'm  trying 

8  to  address  your  objection.   I  will  tell  you  that  this 

9  committee  has  developed  information  at  the  present  time 

10  that  there  were  contacts  between  the  White  House  and 

1 1  Treasury  Department  and  RTC,  and  RTC,  Treasury  and  the 

12  White  House  which  involved  the  counsel's  office.   That  is 

13  clearly  within  the  scope  of  this.   I  want  to  know  the 

14  source  of  the  -  I  want  to  know  the  source  of  your  client's 

15  information  that  the  counsel's  office  had  been  involved. 

16  That's  what  I'm  focused  on.    It's  clearly  within  the  scope. 

17  MR.  BENNETT:   Are  you  finished? 

18  MR.  CODINHA:    I  believe  I  am. 

19  MR.  BENNETT:   I  have  no  objection  to  you  asking 

20  my  client  about  conversations  regarding  contacts  with  the 

21  Treasury,  but  I  object  generically  to  your  using  that  as  a 

22  pretext  to  delve  into  processes  of  the  White  House  which 
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1  have  nothing  to  do  with  the  scope.    If  you  want  to  ask  him 

2  what  conversations  he  had  with  the  counsel's  office  about 

3  contacts,  I  have  no  objection  nor  could  I  have  an  objection 

4  to  that. 

5  MR.  CODINHA:    This  is  a  preliminary  question, 

6  Mr.  Bennett. 

7  BY  MR.  CODINHA: 

8  Q      I'm  asking  you  now,  Mr.  Ickes,  what  was  the  basis 

9  for  your  information  that  the  counsel's  office  had  been 

10  involved? 

11  A      In  what? 

12  Q      We  have  been  talking  about  information  with 

13  respect  to  Whitewater.    Now,  what's  the  basis  of  your 

14  information  that  the  counsel's  office  had  been  involved? 

15  A      Newspaper  accounts,  among  other  things. 

16  Q      In  what  newspapers  was  it  reported  that  the 

17  counsel's  office  had  been  involved  with  Whitewater? 

18  A      I  don't  recall. 

19  Q      When  you  heard  the  counsel's  office  had  been 

20  involved,  you  wanted  to  -  strike  that. 

21  Now,  taking  on  your  role  as  assistant  to  the 

22  president  and  deputy  chief  of  staff,  you  were  interested  in 
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1  doing  a  good  job  in  that  role.   That  would  be  accurate  to 

2  say,  isn't  it? 

3  A      Yes. 

4  Q      And  in  order  to  do  that,  you  thought  you  had  to 

5  talk  to  some  people  because  you  didn't  have  a  whole  lot  of 

6  direct  information  about  Whitewater;  is  that  correct? 

7  A      Yes. 

8  Q      So  did  you  go  about  talking  to  people  to  find  out 

9  what  they  knew? 

10  A      Yes. 

11  Q      Now  I'm  focusing  on  the  counsel's  office.   With 

12  respect  to  Mr.  Nussbaum,  did  you  have  direct  conversations 

13  with  Mr.  Nussbaum  about  what  he  knew  about  Whitewater? 

14  A      Generally. 

15  Q      When  did  those  discussions  occur? 

16  A      Soon  after  I  arrived  at  the  White  House. 

17  Q      Where  did  they  occur? 

18  A      I  don't  recall. 

19  Q      Did  you  take  notes  about  those  discussions? 

20  A      I  don't  recall  that  I  did.    I  may  have.    But  I 

21  don't  recall  that  I  did. 

22  Q      Did  you  have  anyone  who  was  assisting  you  in 
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1  coordinating  the  Whitewater  response  group? 

2  A      I  was  coordinating  it. 

3  Q      Did  you  have  a  deputy  or  an  assistant  who  was 

4  helping  you? 

5  A      No. 

6  Q      When  you  talked  to  Mr.  Nussbaum,  did  he  tell  you 

7  that  he  had  spoken  to  the  Treasury  Department,  or  RTC 

8  through  the  Treasury  Department  about  Whitewater? 

9  A      During  what  period  of  time? 

10  Q      During  the  time  when  you  first  spoke  to 

1 1  Mr.  Nussbaum  about  the  information  that  he  had  about 

12  Whitewater. 

13  A      I  have  no  recollection  of  that.    I  don't  think  he 

14  did. 

15  Q      What  did  he  tell  you  about  Whitewater? 

16  A      Just  a  general  — 

17  MR.  BENNETT:    About  the  contacts?   I'm  limiting 

18  him  to  contacts  with  the  Treasury  Department  under  A,  which 

19  you  very  carefully  described  to  us  as  being  the  scope  in 
10  the  beginning.    I'm  not  going  to  let  him  tell  you  what 

l\  anybody  and  everybody  said  about  Whitewater  in  general. 

12 MR.  CODINHA:    Is  this  on  instructions  from  the 
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1  White  House? 

2  MR.  BENNETT:    It's  on  instructions  from  me  as  the 

3  lawyer  and  it's  based  on  the  United  States  Senate 

4  resolution.    You  have  no  authority  to  go  beyond  this 

5  resolution. 

6  MR.  CODINHA:    Is  this  also  instructions  from  the 

7  White  House? 

8  MR.  BENNETT:   This  is  not  instructions  from  the 

9  White  House.   This  is  my  instructions  to  my  client. 

10  MR.  CODINHA:   And  if  I  may  ask,  Mr.  Bennett,  have 

1 1  you  been  asked  by  the  White  House  to  be  cooperative  in  this 

12  investigation? 

13  MR.  BENNETT:    I've  been  asked  to  be  cooperative 

14  and  we  are  being  cooperative,  but  you  are  limited  to  your 

15  resolution,  and  I'm  not  going  to  -- 

16  MR.  CODINHA:   We  aren't  in  dispute  about  that. 

17  MR.  BENNETT:    Let's  get  on  with  it  and  stick  to 

8  the  resolution. 

9  BY  MR.  CODINHA: 

50  Q      When  Mr.  Nussbaum  ~  Mr.  Ickes,  I'm  sorry,  I 

'1  don't  want  you  to  be  focusing  on  something  else.   I'm 
afraid  you  won't  hear  the  question. 
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1  A      I'm  just  looking  around.    I  hear  the  question. 

2  Q      When  you  spoke  to  Mr.  Nussbaum,  did  he  give  you 

3  some  information  about  the  Whitewater  investigation? 

4  MR.  BENNETT:    Don't  answer  that  unless  it's 

5  limited  to  the  contacts. 

6  MR.  CODINHA:    I  think  he  can  tell  me  if  he  gave 

7  him  some  information  because  if  he  didn't  give  him  - 

8  MR.  BENNETT:    Why  don't  you  ask  if  he  gave  him 

9  any  information  about  contacts  with  the  Treasury  or 

10  anything  covered  by  scope  A. 

1 1  MR.  CODINHA:    Mr.  Bennett,  respectfully,  I  have 

12  great  respect  for  your  reputation  which  has  preceded  you 

13  into  the  room,  but  let  me  also  tell  you  that  no  one  has  a 

14  conversation  where  they  say  and  I  learned  this  from  this 

15  person  and  I  learned  this  from  this  person  and  I  learned 

16  this  from  this  person.    You  know,  you,  of  all  people,  know 

17  how  an  investigation  is  conducted.    We  have  deposed  a  lot 

18  of  people,  including  Mr.  Nussbaum.   We  have  determined  in 

19  some  ways  where  Mr.  Nussbaum  got  information. 

20  Now,  I'm  asking  your  client  about  the  information 

21  he  got  from  Mr.  Nussbaum  about  particular  matters  which 

22  relate  to  Whitewater.    I'm  not  asking  him  about  what  he 
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1  learned  from  the  President  of  the  United  States.   I'm  not 

2  asking  what  he  learned  about  from  the  first  lady.    I'm 

3  asking  him  particular  questions  about  Mr.  Nussbaum  who  the 

4  committee  has  developed  evidence  was  at  meetings  with  the 

5  RTC/Treasury  in  September  and  October. 

6  I  think  it's  a  legitimate  area  of  inquiry.   What 

7  I  don't  want  to  happen  is  for  us  to  get  a  scope  objection 

8  here  where  we  have  to  delay  it  because  you've  already  told 

9  me  that  you  want  to  complete  this  today,  which  is  going  to 

10  cause  us  to  delay  these  questions  and  your  client  is  going 

11  to  have  to  be  back  here  again.    I'm  telling  you  it's  our 

12  opinion  —  it's  certainly  my  opinion  that  this  is  a 

13  legitimate  area  of  inquiry. 

14  Would  you  like  to  put  something  on  the  record. 

15  MR.  BENNETT:    I  appreciate  your  flattery  and  kind 

16  remarks  but  my  reputation  has  absolutely  nothing  to  do  with 

17  this.   What  this  has  to  do  with  is  the  resolution.   Just  so 

18  the  record  is  clear,  I  have  absolutely  no  objection  at  all 

19  for  you  asking  my  client  what  communications  he  had  with 

20  anybody  regarding  communications  between  officials  of  the 

21  White  House  and  the  Department  of  the  Treasury  or  the 

22  Resolution  Trust  Corporation.   And  that's  what  I'm 


2077 

67 

1  instructing  him  to  answer. 

2  MR.  CODINHA:    I  certainly  recognize  your 

3  objections.   It's  on  the  record. 

4  BY  MR.  CODINHA: 

5  Q      Mr.  Ickes,  back  to  my  question.   Did  you  have 

6  conversations  with  Mr.  Nussbaum  in  the  early  part  of 

7  January  at  which  you  discussed  Whitewater  with  him?   I 

8  think  you  can  answer  that  yes  or  no. 

9  MR.  BENNETT:    You  can  answer  that  question.   Show 

10  you  what  a  good  guy  I  am.    Go  ahead. 

11  THE  WITNESS:    Yes. 

12  BY  MR.  CODINHA: 

13  Q      Now,  when  you  had  the  conversations  with 

14  Mr.  Nussbaum,  was  anyone  else  present? 

15  A      I  don't  recall.   They  might  have  been. 

16  Q      You  were  there.   Mr.  Nussbaum  was  there. 

17  A      And  there  may  well  have  been  others.    I  have  no 

18  recollection  as  to  whether  there  were  or  were  not. 

19  MR.  BENNETT:    Keep  your  voice  up.   Amy  is  having 

20  trouble  hearing  you. 

21  THE  WITNESS:    I'm  sorry. 

22 BY  MR.  CODINHA: 
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1  Q      Do  you  recall  whether  Mr.  Nussbaum  used  any  notes 

2  to  brief  you? 

3  A      I  don't  recall  any  such  notes. 

4  Q      Did  Mr.  Nussbaum  give  you  any  materials  in  order 

5  to  brief  you  about  the  subject? 

6  A      He  may  well  have.    I  don't  have  any  specific 

7  recollection. 
Q      When  you  talked  to  Mr.  Nussbaum  in  early  January, 

9  did  he  report  to  you  that  there  had  been  a  criminal 

10  referral  in  1992  relating  to  Madison  which  mentioned  the 

11  Clintons? 

12  A      He  may  have.    I  don't  think  he  did,  and  I  have  no 

13  recollection  of  it. 

14  Q      When  you  spoke  to  Mr.  Nussbaum  in  early  January 

15  of  1994,  did  he  mention  to  you  that  there  were  nine 

16  referrals  or  that  there  were  referrals  from  the  RTC  which 

17  had  been  sent  from  Kansas  City  to  Washington  to  Little 

18  Rock? 

19  A      He  may  have.    I  don't  think  he  did,  but  I  have  no 
10  specific  recollection  of  it. 

'.1  Q      Did  Mr.  Nussbaum  mention  to  you,  when  he  talked 

'2  to  you  in  early  January,  about  checks  that  were  part  of  the 
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1  referral  that  had  dealt  with  the  Clinton  campaign 

2  committee? 

3  A      Would  you  repeat  that. 

4  Q      When  Mr.  Nussbaum  spoke  to  you  in  early  January, 

5  did  he  tell  you  about  the  referrals,  referring  to  four 

6  cashier's  checks,  two  made  payable  to  the  Clinton  campaign 

7  committee  and  two  made  payable  to  Bill  Clinton? 

8  MR.  BENNETT:    Objection.   What  does  this  have  to 

9  do  with  the  scope  of  this  resolution? 

10  MR.  CODINHA:    I  would  represent  to  you  that  -- 

1 1  MR.  BENNETT:    I'm  instructing  him  not  to  answer. 

12  MR.  CODINHA:    On  what  basis? 

13  MR.  BENNETT:    Unless  you  can  show  me  what  the 

14  scope  and  pertinency  is. 

15  MR.  CODINHA:    I  don't  know  that  I  have  to  show 

16  you  that  but  I  would  tell  you,  Mr.  Bennett,  the  committee 

17  has  developed  evidence  that  that  information  was  coming 

18  from  Treasury  and  RTC.   And  if  that  is  the  case  and  it  is 

19  being  relayed  to  your  client,  then  that  is  within  the  scope 

20  of  this  case. 

21  MR.  BENNETT:    I  don't  have  any  problem  if  you  ask 

22  him  if  he's  aware  of  any  knowledge  or  information  that 
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1  Treasury  forwarded  to  Mr.  Ickes  or  anybody  else.   Then  I 

2  don't  have  any  problem  if  you  tie  it  to  this,  but  I'm  not 

3  going  to  be  letting  him  answering  questions  in  a  vacuum 

4  when  I  don't  know  whether  or  not  it's  a  communication  or 

5  not.    If  you  know  it's  a  communication,  tie  it  to  that  and 

6  I'm  not  going  to  object. 

7  MR.  CODINHA:    Fine. 

8  BY  MR.  CODINHA: 

9  Q      Did  Mr.  Nussbaum  tell  you  about  these  checks? 

10  A      What  checks? 

11  Q      The  four  checks,  two  made  payable  to  the  Clinton 

12  for  Governor  campaign,  two  made  payable  to  Bill  Clinton,  in 

13  your  earlier  January  meeting. 

14  MR.  BENNETT:    Hold  it. 

15  (Witness  conferred  with  counsel.) 

16  MR.  BENNETT:    Go  ahead  and  answer. 

17  THE  WITNESS:    I  don't  know  what  checks  you're 

18  talking  about. 

19  BY  MR.  CODINHA: 

20  Q      You  don't  recall  Mr.  Nussbaum  telling  you  about 

21  that? 

22  MR.  BENNETT:    He's  answered  the  question. 
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1  MR.  CODINHA:    He  says  he  doesn't  recall  what 

2  checks  I'm  talking  about. 

3  BY  MR.  CODINHA: 

4  Q      I'm  now  asking  you,  do  you  recall  Mr.  Nussbaum 

5  telling  you  anything  that  this  case  involved  campaign 

6  checks? 

7  A      Sir,  there  was  a  lot  of  discussion  over  a  long 

8  period  of  time  about  a  lot  of  different  aspects  of 

9  Madison/Whitewater.    Some  of  that  came  from  newspaper 

10  accounts.    Some  of  that  came  from  many  other  people.   A  lot 

1 1  of  this  information  has  merged,  as  I  sit  here  today,  were 

12  there  checks  ~  were  there  discussions  about  checks  over 

13  the  two-  or  three-  or  four-month  period,  yes.   When  those 

14  discussions  occurred,  with  whom  they  occurred,  where  I 

15  learned  about  them  and  what  they  had  to  do  with,  I  couldn't 

16  tell  you  today. 

17  Q      Do  you  recall  Mr.  Nussbaum  telling  you  at  the 

18  early  meeting,  this  early  January  meeting  that  he  had 

19  confirmed  or  had  a  confirmation  from  the  RTC  that  criminal 

20  referrals  had  been  made  from  the  RTC  to  the  Justice 

21  Department? 

22 A      I  don't  recall.    He  may  have.    I  don't  have  any 
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1  specific  recollection,  and  I  don't  think  he  did. 

2  Q      Do  you  recall  Mr.  Nussbaum  telling  you  at  this  — 

3  MR.  BENNETT:    Let  me  ask  you.    I'm  assuming  when 

4  you  predicate  a  question  this  way  that  there's  a  basis  in 

5  fact. 

6  MR.  CODINHA:   That  there's  a  basis,  yes?   Let  me 
take  a  step  back. 

MR.  BENNETT:    I'm  assuming  Nussbaum  told  you  he 

9  told  Ickes,  this  because  if  that's  not  true,  then  I  think 

10  these  are  unfair  questions. 

11  MR.  CODINHA:    Whether  they're  fair  or  not,  that's 
.2  exactly  what  —  that's  exactly  what  I  didn't  want  to  say. 

3  I  will  say  that  it  is  fair  to  assume  that  the  underlying 

4  information  contained  in  the  question  about  whether 

5  something  was  contained,  that  there  were  four  checks,  that 

6  they  related  to  that,  is  correct.    Don't  assume  that  the 

7  information  was  related  to  your  client.   It  isn't 
necessarily  the  case,  and  I  want  to  represent  that. 

9  MR.  BENNETT:    So  when  you  say  did  X  tell  you,  did 

0  Y  tell  you,  we  can't  assume  that  that's  a  fact,  that  X  told 

1  him  or  Y  told  him? 

2  MR.  CODINHA:    I  don't  know  what  X  told  him 
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1  because  you  won't  let  me  ask  generally  what  he  was  told. 

2  If  you  let  me  ask  that  generally,  then  I  could  find  out. 

3  Now  I  have  to  ask  specifically. 

4  MR.  BENNETT:    If  you  say  did  Mr.  Smith  tell  you 

5  something,  did  Mr.  Jones  tell  you  something,  is  a  lot 

6  different  from  saying  with  the  predicates  that  you're 

7  putting  on  these  questions.   The  assumption  I've  been 

8  making  all  along  is  a  witness  has  told  you  he  told  Ickes 

9  something.    But  any  way,  I'm  on  the  record  on  that  point, 

10  so  ask  your  next  question. 

1 1  BY  MR.  CODINHA: 

12  Q      Let  me  ask  you,  was  there  -  strike  that. 

13  Do  you  recall  having  any  discussion  with 

14  Mr.  Nussbaum  at  this  early  January  meeting  as  to  the 

15  status,  be  that  subject,  target  or  witness  that  the 

16  Clintons  held? 

17  A      That  the  Clintons  held? 

18  Q      Yes,  in  respect  to  the  referrals. 

19  MR.  BENNETT:   What  do  you  mean  by  "held"? 

20  BY  MR.  CODINHA: 

21  Q      Let  me  take  a  step  back  for  a  minute.   Are  you 

22  familiar  with  the  terms  "subject,"  "target"  and  "witness" 
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1  as  they  are  used  in  the  criminal  area? 

2  A      I'm  not  a  criminal  lawyer. 

3  Q      Whether  you're  a  criminal  lawyer  or  not,  are  you 

4  familiar  with  the  terms? 

5  A      I've  heard  those  terms.    I  couldn't  define  them. 

6  Q      Do  you  recall  whether  Mr.  Nussbaum  told  you  in 

7  January  what  status  the  Clintons  held  in  the  RTC  referrals 

8  in  which  they  had  been  allegedly  named? 

9  A      I  have  no  specific  recollection.   I  don't  think 

10  he  did,  but  he  may  have.    I  have  no  recollection,  and  I 

11  don't  think  he  did.   As  I  think  I've  said  before  to  you,  I 

12  don't  think  I  knew  about  the  criminal  referrals  or  the 

13  so-called  criminal  referrals  until  much  later  in  the 

14  process. 

15  Q      Do  you  recall  whether  Mr.  Nussbaum  informed  you 

16  that  he  was  monitoring  those  criminal  referrals  to  see 

17  whether  the  Clintons'  status  changes? 

18  A      I  have  no  recollection  of  that.    We're  talking 

19  early  January? 

20  Q      Early  January. 

21  A      No  recollection.    I  don't  think  it  occurred,  but 

22  I  have  no  recollection. 
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1  Q      How  long  do  you  recall  speaking  to  Mr.  Nussbaum 

2  about  the  subject  of  Whitewater,  the  length  of  time  at  this 

3  early  January  meeting? 

4  A       15  or  20  minutes. 

5  Q      Did  he  appear  to  be  a  knowledgeable  person  about 

6  the  subject  to  you? 

7  A      Compared  to  me,  yes. 

8  Q      Would  it  be  fair  to  say  when  you  walked  in  and 

9  received  the  information  that  you  were  going  to  head  up  the 

10  Whitewater  response  group  or  team  in  January,  you  knew 

1 1  nothing  about  it  except  what  you  read  in  the  newspapers? 

12  A      Well,  I  think  I've  testified  that  Whitewater 

13  generally  -  I  had  run  into  Whitewater  during  the  primary 

14  or  general  election  campaign  in  1992  but  only  in  passing. 

15  I  knew  nothing  about  the  details.    I  think  all  I  knew  was 

16  it  had  something  to  do  with  the  land  transaction  in 

17  Arkansas.   That's  literally  all  I  knew  and  the  rest  of  my 

18  information  up  until  early  January  had  come  through  reading 

19  a  couple  newspaper  accounts.    I  found  it  so  convoluted  and 

20  confusing  I  didn't  bother  to  read  much  about  it. 

21  Q      When  Mr.  McLarty  gave  you  this  assignment  as  part 

22  of  your  portfolio,  did  he  --  I  asked  you  whether  he  gave 
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1  you  a  briefing  book.    Did  he  give  you  any  materials  to 

2  read? 

3  A      Not  that  I  recall.    I  don't  think  so. 

4  Q      Did  he  instruct  you  as  to  who  would  be  the  most 

5  knowledgeable  people  that  you  should  talk  to? 

6  A      Well,  he  suggested,  as  I  recall,  he  suggested  I 

7  talk  to  Lindsey,  that  I  talk  to  Nussbaum,  that  I  talk  to 

8  Stephanopoulos,  among  others. 

9  Q      With  respect  to  Mr.  Klein,  do  you  recall  speaking 

10  with  Mr.  Klein  in  early  January? 

11  A      I  recall  speaking  to  him. 

12  Q      Again,  I'm  not  interested  —  I'm  not  interested 

13  in  whether  you  spoke  to  him  about  what  the  weather  was 

14  outside.    I'm  talking  about  Whitewater  and  the  subject  of 

15  Senate  Resolution  229. 

16  A      I  have  no  specific  recollection  of  any  specific 

17  conversations.    I'm  confident  that  I  probably  did  and  as 

18  has  been  testified  to  earlier,  he  was  a  participant  in 

19  these  early  meetings. 

20  Q      What  role  was  he  to  play,  Mr.  Klein? 

21  A      Again,  someone  who  seemed  to  have  some 

22  information  about  Whitewater.   It  was  my  purpose  to  get 
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1  people  who  were  knowledgeable  about  Whitewater  in  one  room. 

2  Q      Were  you  able  to  determine  what  the  source  of 

3  Mr.  Klein's  information  about  Whitewater  was? 

4  A      The  answer  is  it  depended  on  the  day  and  the 

5  circumstance.    I  mean,  it  was  --  each  of  these  meetings, 

6  the  purpose  was  to  develop  information  and  coordinate 

7  information  to  respond  effectively  and  accurately  and 

8  quickly  to  the  press.    Some  information  came  from  outside 

9  sources.    Some  came  from  newspaper  accounts.    Sometimes 

10  newspaper  accounts  would  raise  questions  that  people  would 

1 1  then  look  up  and  find  out  about  so  we  could  have,  in 

12  effect,  an  accurate  response  to  the  press  on  the  questions. 

13  Q      Mr.  Neil  Eggleston  was  a  participant  —  strike 

14  that. 

15  I  think  you  listed  Neil  Eggleston  as  a 

16  participant  in  these  meetings. 

17  A      I  did. 

18  Q      What  role  —  Mr.  Eggleston  was  also  in  the 

19  counsel's  office.   What  role  did  he  play? 

20  A      Same  as  Nussbaum  and  Klein. 

21  Q      And  that  was  that  they  appeared  to  know  something 

22  about  the  issue  and  they  were  bringing  information  to  the 
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1  table  as  it  related  to  Whitewater? 

2  A      They  were  bringing  in  information  and  they  also 

3  helped  research  questions  that  our  press  people  were 

4  getting  by  way  of  press  inquiries  so  we  could  give,  again, 

5  accurate,  effective  and  quick  responses. 

6  Q      When  you  say  they  were  researching  questions,  did 

7  you  view  it  as  part  of  their  role,  that  they  should  reach 

8  out  to  the  agencies  to  get  accurate  information? 

9  A      I  didn't  have  any  specific  role  in  mind.   I  just 

10  asked  them  if  people  thought  that  they  could  find  out 

1 1  answers  to  questions  and  that  they  would  bring  those 

12  answers  back.    I  didn't  have  any  particular  sources  that 

13  they  should  look  at  or  go  to. 

14  Q      Was  it  your  intent,  if  a  question  was  raised 

15  about  the  referrals  that  needed  a  factual  answer,  the 

16  criminal  referrals,  that  it  would  be  either  Mr.  Nussbaum, 

17  Mr.  Klein,  Mr.  Eggleston  or  Mr.  Sloan  from  the  legal  office 

18  that  would  contact  those  agencies? 

19  A      As  I  said,  I  didn't  instruct  them  to  contact  any 

20  agencies,  and  I  don't  know  if  they  contacted  any  agencies. 

21  Q      Did  you  tell  them  not  to  contact  agencies? 

22  A      When  you  speak  of  "agencies,"  what  agencies  are 
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1  you  referring  to,  the  federal  government? 

2  Q      Yes,  federal  government  agencies. 

3  A      I  didn't  instruct  them  to.    I  didn't  instruct 

4  them  not  to,  and  I  don't  know  whether  they  did  or  whether 

5  they  didn't. 

6  Q      Did  they  offer  information  at  these  Whitewater 

7  response  teams  that  was  responsive  to  questions  that  were 

8  being  raised  about  what  was  happening  at  the  Treasury 

9  Department  or  the  RTC  with  respect  to  the  cases? 

10  MR.  BENNETT:    You're  not  talking  about  legal 

1 1  advice. 

12  MR.  CODINHA:    Not  legal  advice. 

13  THE  WITNESS:    Again,  I  don't  recall  Treasury /RTC 

14  being  involved  in  the  early  discussions.   They  may  well 

15  have  been,  but  I  don't  recall  any  discussions  about 

16  Treasury  and/or  RTC. 

17  BY  MR.  CODINHA: 

18  Q      Mr.  Cliff  Sloan,  I  think  we've  mentioned  him  as 

19  an  attendee  at  these  meetings  and  he  was  also  from  the 

20  counsel's  office.   What  role  was  he  to  play  at  these 

21  meetings? 

22 A      Same  as  Nussbaum,  Klein,  Eggleston. 
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1  Q      And  Ms.  Beth  Nolan,  I  think  we  mentioned  her  as 

2  an  attendee  at  these  meetings? 

3  A      I  don't  think  she  was  a  regular  attendee,  but 

4  again,  same  as  the  others. 

5  Q      With  respect  to  Ms.  Nolan,  did  you  at  some  time 

6  come  to  understand  that  she  was  an  ethics  expert  in  the 

7  White  House? 

8  A      I  was  told  that. 

9  Q      Was  that  early  on,  or  was  that  later  in  your 

10  career  there? 

11  A      I  don't  recall  when. 

12  Q      Was  she  brought  to  the  Whitewater  response  team 

13  to  be  there  in  her  role  as  an  expert  on  ethics? 

14  MR.  BENNETT:    I'm  going  to  object  on  scope  and 

15  pertinency  grounds. 

16  BY  MR.  CODINHA: 

17  Q      What  was  your  purpose  in  having  her  there? 

18  A      She  was  a  person  who,  I  was  told,  had  some 

19  knowledge  about  Whitewater. 

'-0  Q      That  she  had  knowledge  about  the  underlying  facts 

'1  of  Whitewater? 

'2  A      She  had  knowledge  about  Whitewater. 
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1  Q      Had  you  been  told  she  was  a  person  who  had  been 

2  in  contact  with  the  Treasury  Department  and  RTC  relating  to 

3  Whitewater? 

4  A      In  that  early  period? 

5  Q      Yes. 

6  A      I  don't  recall  being  told  that. 

7  Q      Did  you  later  find  out  she  was  a  person  who  was 

8  in  contact  with  the  Treasury  or  RTC  with  respect  to  aspects 

9  of  Whitewater? 

10  A      I  think  sometime  later,  I  learned  that  she  had 

11  been  in  contact  with  Treasury. 

12  Q      And  when  was  that  time? 

13  A      To  the  best  of  my  recollection,  it  was  around,  I 

14  think,  early  February. 

15  Q      Are  you  familiar  with  an  event  that's  referred  to 

16  as  Renaissance  Weekend  or  the  Renaissance  time  or  words  to 

17  that  effect? 

18  MR.  BENNETT:    Let  me  just  ask  you  on  some  of  this 

19  stuff  for  some  guidance.    In  preparing  him  for  his 

20  testimony,  there's  all  sorts  of  things  we've  brought  to  his 

21  attention,  which  he  did  not  know  in  real  terms. 

22 MR.  CODINHA:    I'm  just  asking  if  he's  familiar 
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1  with  the  term.    I'm  not  going  to  spend  a  lot  of  time  on  it. 

2  BY  MR.  CODINHA: 

3  Q      Are  you  familiar  with  Renaissance  Weekend? 

4  A      I'm  familiar  with  the  term. 

5  Q      Did  you  know  about  the  term  before  your  attorney 

6  prepared  you  for  your  deposition  testimony? 

7  A      Yes. 

8  Q      Have  you  attended  these  Renaissance  weekends? 

9  A      Never. 

10  Q      And  with  respect  to  the  Renaissance  Weekend  that 

1 1  occurred,  the  most  recent  one  that  occurred,  I  believe, 

12  over  the  New  Year's  weekend  or  New  Year's  Eve,  have  you 

13  become  aware  of  the  press  accounts  relating  to  a 

14  conversation  which  occurred  between  the  President  of  the 

15  United  States  and  Mr.  Ludwig,  the  Comptroller  of  the 

16  Currency? 

17  A      I've  skimmed  the  press  accounts.   This  has  been  a 

18  very,  very  intense  and  busy  period  for  me  on  health  care, 

19  so  I  have  not  focused  a  lot  of  attention  but  I  was  aware 

20  there  were  newspaper  articles  or  such  recently,  and  I 

21  remember  skimming  them  quickly. 

22  Q      With  respect  to  those  press  accounts,  had  you 
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1  been  aware  of  that  conversation  before  you  read  the  press 

2  accounts? 

3  A      Not  to  the  best  of  my  knowledge.    I  don't  recall 

4  ever  hearing  about  it. 

5  Q      Do  you  recall  there  being  any  discussion  of  the 

6  president  talking  with  Mr.  Ludwig  at  your  Whitewater 

7  response  group? 

8  A      No.    I  have  no  recollection  of  that. 

9  Q      Do  you  recall  whether  Mr.  Klein  discussed  that  at 

10  a  Whitewater  response  group? 

11  A      I  have  absolutely  no  recollection  of  that. 

12  Q      Are  you  aware  of  whether  Secretary  Bentsen  from 

13  the  Treasury  Department  was  asked  to  attend  a  meeting  with 

14  Cabinet  level  officials  at  the  Whitewater  relating  to 

15  Whitewater  in  early  January? 

16  (Witness  conferred  with  counsel.) 

17  THE  WITNESS:    I  had  not  heard  it  until  my  counsel 

18  informed  me  of  it  yesterday. 

19  BY  MR.  CODINHA: 

20  Q      Do  you  know  who  Christine  Varney  is? 

21  A      I  do. 

22 Q      Is  she  the  Cabinet  secretary? 
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1  A      She  is. 

2  Q      And  it's  her  job  -  strike  that. 

3  In  her  role  as  Cabinet  secretary,  is  it  her  job 

4  to  put  together  these  meetings? 

5  A      What  meetings? 

6  Q      Just  meetings  of  Cabinet  level  officials  that  are 

7  going  to  occur  at  the  White  House. 

8  A      Typically.    There  are  meetings  with  Cabinet  level 

9  officials  that  she  is  not  involved  with.    But  typically, 

10  she  is  the  contact  person  between  the  White  House  and  the 

11  Cabinet  as  it  relates  to  the  organizational  meetings. 

12  Q      With  respect  to  Ms.  Varney,  have  you  had  any 

13  conversations  with  her  with  respect  to  a  meeting  where  she 

14  requested  Secretary  Bentsen  not  to  appear  because  it  was 

15  going  to  discuss  Whitewater? 

16  A      Is  that  the  same  meeting  you  referred  to  earlier 

17  a  few  minutes  ago? 

18  Q      It  could  be,  but  I'm  not  sure  whether  it's  the 

19  same  meeting. 

20  A      The  answer  is  no. 

21  Q      During  the  course  of  January  of  1994,  did  you 

22  become  aware  of  a  statute  of  limitations  issue  that  was 
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1  being  raised  on  the  civil  aspects  of  Madison? 

2  A      During  what  month? 

3  Q      January  of  1994. 

4  A      Could  have  been.    I  mean,  I  recall  definite 

5  discussions  about  it  in  February,  and  there  may  well  have 

6  been  some  discussion  about  it  in  January. 

7  Q      Was  this  a  subject  matter  that  was  being 

8  discussed  by  the  Whitewater  response  group? 

9  A      Not  to  my  recollection. 

10  Q      Did  the  Whitewater  response  group  become  involved 

1 1  in  the  civil  aspects  of  Madison,  or  was  it  only  dealing 

12  with  the  criminal  referral  questions? 

13  A      No.   The  Whitewater  response  group  was  dealing  -- 

14  attempting  to  deal  with,  let  me  put  it  that  way  —  with  any 

15  and  all  questions  that  were  being  made  or  inquiries  being 

16  made  by  the  press  which  was  a  very  intensive  period  over 

17  that  period  of  time.   That  was  its  primary  purpose  and 

18  that's  what  we  were  focused  on.   There  was  no 

19  differentiation  between  criminal  and  civil.    It  was  just 

20  questions  relating  to  what  is  generically  known  in  the 

21  White  House,  not  by  your  definition,  as  Whitewater. 

22 MR.  BENNETT:    I'm  going  to  somewhat  belatedly 
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1  object  to  the  form  of  the  question  because  it  assumes  that 

2  the  White  House  response  group  was,  in  fact,  talking  about 

3  criminal  referrals,  and  I  don't  think  that's  what  his 

4  testimony  has  been. 

5  MR.  CODINHA:    I  can  put  that  question  to  the 

6  witness  and  perhaps  you  can  answer. 

7  BY  MR.  CODINHA: 

8  Q      As  I  understand  your  answer,  the  Whitewater 

9  response  group  was  responding  to  all  Whitewater  inquiries, 

10  whether  they  were  civil  or  criminal? 

11  A      Yes,  and  to  my  recollection,  I  don't  recall 

12  during  those  early  weeks  in  January  focus  on  or  questions 

13  about  the  criminal  referrals.   There  could  have  been,  but 

14  as  I  sit  here  today,  I  don't  recall  any  specific  questions 

15  about  that.    I'd  have  to  go  back  and  look  at  the  press 

16  record  basically  to  find  out  if  there  were. 

17  Q      Did  anyone  keep  notes  or  records  of  the 

18  Whitewater  response  group  meetings  --  first,  let  me  ask, 

19  were  official  records  of  the  Whitewater  response  group 

20  meetings  kept? 

21  A      No. 

22  Q      Was  someone  required  to  take  notes? 
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1  A      No. 

2  Q      Did  individuals  take  notes  at  those  meetings,  if 

3  you  noticed? 

4  A      Some  individuals  did. 

5  Q      Did  you  take  notes? 

6  (Witness  conferred  with  counsel.) 

7  A      I  kept  notes. 

8  Q      Would  it  be  correct  to  say  that  if  they  pertain 

9  to  the  scope  of  Senate  Resolution  229,  that  they  have  been 

10  delivered  to  the  committee? 

11  A      Yes. 

12  Q      And  you  have  reviewed  your  notes  yourself  or 

13  along  with  your  attorney? 

14  A      I  have. 

15  MR.  BENNETT:    I  just  want  you  to  clearly 

16  understand  that  it  was  the  White  House  counsel's  office 

17  that  had  the  responsibility  of  making  the  productions  to 

18  Congress.    I  have  every  reason  to  believe  that  everything 

19  has  been  turned  over,  but  I  just  want  you  to  know  that  they 

20  took  upon  themselves  the  responsibility,  and  apparently 

21  Congress  wanted  them  to  do  it  rather  than  counsel  for  the 

22  individuals. 
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1  BY  MR.  CODINHA. 

2  Q      I  can't  now  recall.    Did  you  receive  a  direct 

3  letter  from  Chairman  Riegle  and  minority  --  and  the  ranking 

4  member  to  look  through  your  records  to  determine  whether 

5  you  had  responsive  items?   It  would  have  been  June  2. 

6  A      I  recall  receiving  —  I  recall  receiving  a 

7  photocopy,  and  I  think  the  letter  was  addressed  to  me,  but 

8  I  think  it  was  a  photocopy.    I  don't  think  it  had  an 

9  original  signature  on  it,  and  I  subsequently  contacted 

10  Mr.  Bennett  and  sent  that  photocopy  over  to  him.    I  think 

1 1  that  Mr.  Bennett  had  told  me  he  had  already  received  a  copy 

2  of  il.   That's  my  best  recollection. 

3  Q      But  you  understood  that  you  had  a  personal 

4  responsibility  to  make  sure  we  received  all  the 

5  information? 

6  A      Right.    I  relied  on  my  counsel. 
MR.  BENNETT:    We  produced  documents  to  the  White 

House.    I  can't  be  sure,  as  we  sit  here,  whether  they  gave 

9  you  all  the  documents  that  we  gave  them.   They  may  very 

'0  well  have  made  some  redactions.    For  what  it's  worth,  I  am 

^1  not  aware  of  any  documents  that  you're  referring  to,  but  — 

it's  just  a  technical  point,  that  the  White  House  took  upon 
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1  itself  the  responsibility  of  making  productions. 

2  We  produced  documents  to  White  House  counsel's 

3  office,  and  they  were  going  to  decide  what  they  produced  to 

4  you.    I  will  tell  you  that  I  think  what  we  gave  to  the 

5  White  House  were  all  the  documents  we  gave  to  Mr.  Fiske.    I 

6  think  it  was  the  same  universe  of  documents,  wasn't  it? 

7  Yes. 

8  BY  MR.  CODINHA: 

9  Q      Mr.  Ickes,  with  respect  to  the  matter  of  the 

10  statute  of  limitations  that  was  to  apply  to  Madison,  did 

1 1  you  become  aware  in  January,  sometime  in  January,  perhaps 

12  after  the  middle  of  January  that  the  issue  of  the  statute 

13  of  limitations  application  to  Madison  was  a  matter  of 

14  congressional  interest? 

15  A      I  don't  recall  specifically  whether  it  was  the 

16  end  of  January  or  early  February,  but  it  was  around  that 

17  time. 

18  Q      Do  you  recall  becoming  aware  that  sometime  in 

19  January  Senator  D'Amato  had  taken  the  floor  of  the  Senate 

20  and  had  a  countdown  calendar  where  he  was  counting  down  the 

21  days  that  were  left  until  the  statute  of  limitations  had 

22  run? 
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1  A      I  recall  that.    I  don't  recall  ~  again,  I  don't 

2  recall  whether  it  was  during  late  January  or  early 

3  February,  but  it  was  around  that  time. 

4  Q      Do  you  recall  how  you  became  aware  of  this,  that 

5  the  statute  of  limitations  was  an  issue? 

6  A      I  don't. 

7  Q      Do  you  recall  receiving  a  copy  of  a  letter  that 

8  had  been  sent  from  Senator  D'Amato  to  Mr.  Altman  with 

9  respect  to  this? 

10  A      I  don't  recall.    I  mean,  if  you  show  me  the 

1 1  letter,  it  might  refresh  my  recollection  but  as  I  sit  here 

12  today,  I  don't  recall. 

13  Q      I'd  like  to  show  you  X1264  and  1265. 

14  (Witness  reviewed  document.) 

15  Having  shown  you  that  letter,  which  is  —  I've 

16  already  given  the  number  to  the  stenographer  —  does  that 

17  help  you  to  recall  when  you  might  have  become  aware  of  the 

1 8  statute  of  limitations  issue? 

19  A      It  may  well  have  been  around  this  time.    I  don't 

20  recall  specifically  receiving  a  copy  of  this  letter.    I 

21  probably  did,  but  as  I  said,  it  was  probably  late  January 

22  or  early  February. 
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1  Q      And  I  would  tell  you,  Mr.  Altman,  that  this 

2  letter  has  been  supplied  by  the  White  House  - 

3  MR.  BENNETT:    This  is  Mr.  Ickes. 

4  BY  MR.  CODINHA: 

5  Q      I'm  sorry,  Mr.  Ickes.   I  was  reading  the 

6  address.   I  apologize. 

7  Mr.  Ickes,  we  have  received  this  from  the  White 

8  House  and  we  have  been  informed  that  it  came  from  your 

9  files  at  the  White  House.   Is  that  useful  in  knowing 

10  whether  you  received  a  copy  of  the  letter? 

11  A      It  is.   I  don't  know  when  I  received  it  but  it  is 

12  useful  in  knowing  whether  I  received  it. 

13  Q      If  you  received  a  copy  of  this  letter,  would  you 

14  have  read  it? 

15  A      I  probably  would  have  read  it,  yes. 

16  Q      Do  you  recall  that  the  subject  matter  of  this 

17  letter  became  a  matter  that  was  discussed  by  the  Whitewater 

18  response  group? 

19  A      I  don't  recall  it  specifically,  no.   And  I  point 

20  out  to  you,  as  I  testified  earlier,  that  the  Whitewater 

21  response  team  on  that  date  would  have  been  meeting  on  a 

22  much  less  frequent  basis  than  during  the  first  two  weeks  or 
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1  10  days  of  January. 

2  Q      I  think  by  this  time  --  "this  time"  being  January 

3  25  or  shortly  thereafter  --  you  indicated  the  group  was 

4  being  two  or  three  times  a  week  rather  than  twice  a  day. 

5  Would  that  be  accurate? 

6  A      Again,  I  don't  want  to  pin  it  to  a  specific 

7  number,  but  it  was  certainly  no  more  than  several  times  a 

8  week,  two  or  three  is  probably  an  accurate 

9  characterization. 

10  MR.  BENNETT:    Harold,  you've  got  to  keep  your 

1 1  voice  up. 

12  THE  WITNESS:    I'm  sorry. 

13  MR.  BENNETT:   This  lady's  got  to  hear  it. 

14  BY  MR.  CODINHA: 

15  Q      When  you  read  this  letter,  did  you  consider  the 

16  information  contained  in  it  was  important  information  for 

17  you  to  know  as  you  were  working  on  your  job  dealing  with 

18  the  press  on  Whitewater? 

19  A      If  it  was  a  matter  of  press  inquiry,  certainly. 

20  Q      But  did  you  think  that  when  you  read  this  letter, 

21  this  was  something  that  you  cared  about? 

22  A      I  thought  it  was  something  I  should  know  about. 
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1  Q      How  did  you  attempt  to  know  something  about  it, 

2  if  you  did? 

3  A      I  probably  asked  others  in  the  White  House.   I 

4  may  have  asked  counsel's  office.   I  may  have  asked  other 

5  people  in  the  White  House. 

6  MR.  BENNETT:   Just  so  the  record  is  clear,  you 

7  said  when  you  read  it,  and  I  don't  think  he  testified  that 

8  he  read  it. 

9  MR.  CODINHA:    I  believe  what  he  said  --  and  the 

10  record  will  state  this  --  I  believe  he  said  since  it  was  in 

1 1  his  files,  he  believed  he  had  read  it. 

12  THE  WITNESS:   That's  accurate  but  as  I  testified 

13  before,  I  don't  recall  when  I  received  it. 

14  BY  MR.  CODINHA: 

15  Q      I  understand  that.    Is  there  any  reason  to 

16  believe  that  you  wouldn't  have  received  it  on  or  about  the 

17  time  that  is  recorded  on  the  letter  or  on  the  fax  times 

1 8  that  are  recorded  at  the  top  of  the  letter? 

19  A      I  have  no  belief  as  to  when  I  received  it. 

20  Q      Would  there  be  any  —  does  this  letter  contain 

2 1  the  sort  of  information  that  it  would  be  important  for  you 

22  to  know  to  be  able  to  do  your  job  correctly  as  the 
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1  coordinator  of  information  dealing  with  the  press  on 

2  Whitewater? 

3  A      Certainly  if  there  were  press  inquiries  about  it, 

4  it  would  be  important. 

5  Q      Does  the  fact  that  Senator  D'Amato  is  sending 

6  this  letter  to  Mr.  Altman  suggest  to  you  that  there  would 

7  be  press  inquiries  about  it? 

8  A      Probably.    Not  necessarily  so,  but  probably. 

9  Q      What  information  do  you  recall  —  strike  that. 

10  Do  you  recall  whether  you  asked  White  House 

1 1  counsel's  office  about  information  so  you  can  respond  to 

12  what  was  contained  in  this  matter? 

13  A      I  don't  recall  specifically  whether  it  was  White 

14  House. 

15  Q      Do  you  recall  asking  anyone  for  information  so 

16  you  could  respond  to  what  was  contained  in  that  letter? 

17  A      As  I  sit  here  today,  no. 

18  Q      Does  it  make  sense  to  you  that  when  you  became 

19  aware  of  that  letter,  you  would  have  asked  someone  for 

20  information? 

21  A      It  makes  sense. 

22  Q      Who  would  be  the  people  or  persons  to  whom  you 
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1  would  turn  to  get  information  about  that? 

2  A      I  don't  have  any  specific  recollection  of  who  I 

3  would  have.   There  were  a  number  of  people  who  may  have 

4  known  about  it. 

5  Q      Do  you  believe  you  would  have  turned  to 

6  Mr.  Nussbaum? 

7  A      I  may  have.   I  don't  recall. 

8  Q      Do  you  believe  you  would  have  turned  to 

9  Mr.  Eggleston? 

10  A      Again,  I  may  have.    I  don't  recall. 

11  Q      Do  you  believe  you  would  have  turned  to 

12  Mr.  Sloan? 

13  A      Same  answer. 

14  Q      Do  you  believe  you  would  have  turned  to 

15  Mr.  Lindsey? 

16  A      Same  answer. 

17  Q      Do  you  believe  you  would  have  turned  to 

18  Mr.  Altman  to  find  information? 

19  A      Possibly.   I  don't  recall  talking  to  him  about  it 

20  in  connection  with  this  letter. 

21  Can  I  just  have  a  minute? 

22 (Witness  conferred  with  counsel.) 
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1  BY  MR.  CODINHA: 

2  Q      Do  you  recall  learning  —  strike  that. 

3  Do  you  recall  discussing  the  matter  of  the 

4  statute  of  limitations  as  it  applied  to  Madison  with 

5  Ms.  Williams? 

6  A      What  time  period? 

7  Q      In  late  January  of  1994  --  late  January  or  early 

8  February  of  1994. 

9  A      Yes. 

10  Q      When  do  you  recall  having  that  discussion  with 

1 1  Ms.  Williams? 

12  A      Well,  I  recall  Ms.  Williams  being  in  a  meeting  in 

13  which  the  statute  of  limitations  was  —  in  which  a  statute 

14  of  limitations  that  involved  Resolution  Trust  Corporation 

15  was  discussed  and  that  meeting,  as  I  recall,  occurred  on 

16  the  2nd  of  February  1994.    I  may  have  had  a  discussion  with 

17  them  prior  to  that  but  I  don't  have  a  specific  recollection 

18  of  that. 

19  Q      With  respect  to  the  February  2nd  meeting,  when 

20  did  you  first  become  aware  of  a  meeting  that  was  to  occur 

21  on  February  2nd? 

22  A      My  recollection  is  that  a  day  or  so  ~  it  may 
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1  have  been  the  day  preceding,  or  it  may  have  been  a  day  or 

2  so  preceding,  I  have  no  specific  recollection  but  shortly 

3  before  February  2nd  -  my  recollection  is  that  Mr.  Altman 

4  called  me  in  my  office  and  said  that  he  wanted  to  have  a 

5  meeting  with  Mr.  McLarty  and  with  me  and  that  he  wanted  to 

6  bring  his  ~  when  I  say  "his,"  the  Treasury's  general 

7  counsel  to  that  meeting. 

8  Q      Prior  to  the  telephone  call  that  you  received  a 

9  day  or  two  before  the  February  2nd  meeting,  did  you  know 

10  who  Mr.  Altman  was? 

11  A      I  did. 

12  Q      How  had  you  known  Mr.  Altman? 

13  A      I'd  known  him  casually  over  a  number  of  years. 

14  Q      Did  you  know  him  in  New  York? 

15  A      I  did. 

16  Q      When  you  came  to  Washington,  did  you  know  him  in 

17  your  official  role  as  he  held  the  official  role  in 

18  Washington? 

19  A      Yes. 

20  Q      Did  you  have  any  interaction  with  Mr.  Altman  in 

21  the  month  of  January  1994  in  your  professional  capacity? 

22  A      Yes. 
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1  Q      And  did  that  relate  to  Whitewater? 

2  A      Not  that  I  recall. 

3  Q      How  many  times  did  you  interact  with  Mr.  Altman 

4  in  January  in  your  professional  capacity? 

5  A      It  was  several  times  a  week.   As  the  coordinator 

6  of  the  president's  health  care  initiative,  I  had  ~  and  I 

7  don't  recall  when  ~  but  as  I  recall,  it  was  sometime  early 

8  on  in  January,  I  had  established  several  meetings  that 

9  occurred  on  a  regular  basis  and  one  of  them  was  a  6:00 

10  meeting  that  was  supposed  to  occur  every  day  of  the  week; 

1 1  that  is,  Monday  through  Friday.   Unless  it  was  canceled  by 

12  me  in  advance,  everybody  had  their  calendars  marked  about 

13  it  so  they  wouldn't  have  to  be  notified.   Mr.  Altman  was  a 

14  member  of  that  very  small  group  and  he  attended  it  on  a 

15  regular  basis  so  I  saw  Mr.  Altman  in  that  connection  as 

16  well  as  others,  but  primarily  that  was  the  primary 

17  connection. 

1 8  Q      Prior  to  a  day  or  two  before  February  2nd  when 

19  you  received  this  call  from  Mr.  Altman,  had  you  had  any 

20  discussions  with  Mr.  Altman  on  the  subject  of  Whitewater? 

21  A      I  don't  recall.    I  probably  did.    He  was  in  the 

22  White  House  a  great  deal,  both  with  respect  to  the  meetings 
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1  that  I  have  discussed  as  well  as  other  business  that  he  was 

2  dealing  with  in  the  White  House.    I  probably  did.    I 

3  couldn't  place  a  time  or  date  or  location  on  any  of  this. 

4  Q      When  you  say  you  "probably"  did,  when  do  you 

5  recall  the  first  time  you  would  have  talked  to  Mr.  Altman 

6  at  the  White  House  about  the  subject  of  either  Whitewater 

7  or  Madison  in  January? 

8  A      I  have  no  recollection.   There  were  a  lot  of 

9  conversations  going  on  about  Madison/Whitewater  ~ 

10  MR.  BENNETT:    Keep  your  voice  up. 

11  THE  WITNESS:    There  were  a  lot  of  conversations 

12  going  on  in  the  White  House  during  that  period  of  time, 

13  primarily  because  of  the  intense  press  scrutiny,  so  I  have 

14  no  recollection  of  whether  I  did.   As  I  said,  I  probably 

15  did,  but  I  couldn't  give  you  a  time  or  a  date. 

16  BY  MR.  CODDSfHA: 

17  Q      Was  Mr.  Altman  a  member  of  the  Whitewater 

18  response  group  in  the  White  House? 

19  A      He  was  not. 

20  Q      Was  he  invited  to  participate  in  that  group? 

21  A      He  was  not. 

22 Q      Did  you  understand  him  to  be  a  knowledgeable 
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1  person  about  Whitewater  or  Madison? 

2  A      At  that  period  of  time,  I  don't  think  I  had  any 

3  knowledge  about  what  he  knew  or  what  he  didn't  know. 

4  Q      How  did  it  come  about  that  you  had  discussions  in 

5  January  with  Mr.  Altman  about  the  subject  of  Whitewater  or 

6  Madison,  if  you  didn't  know  he  was  a  knowledgeable  person? 

7  A      Corridor  discussion,  what's  going  on,  what  do  you 

8  think,  how  do  you  think  it's  playing. 

9  Q      Do  you  recall  those  type  of  conversations 

10  occurring  when  you  would  say  to  Mr.  Altman  what's  going  on, 

1 1  what  response  did  he  make? 

12  A      What's  going  on  in  terms  of,  how  do  you  think 

13  it's  playing. 

14  Q      And  what  was  Mr.  Altman 's  response? 

15  A      I  don't  recall  his  specific  responses. 

16  Q      Did  he  indicate  to  you  that  it  was  playing  just 

17  fine? 

18  A      I  don't  recall  his  specific  responses. 

19  Q      Do  you  recall  a  general  response  that  he  was 

20  satisfied  with  the  way  it  was  playing? 

21  A      I  don't  think  anybody  was  satisfied  with  the  way 

22  it  was  playing. 
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1  Q      Did  Mr.  Altman  indicate  to  you  that  any  -  strike 

2  that. 

3  Did  Mr.  Altman  follow  up  with  you  by  saying  well, 

4  what  do  you  mean  how's  it  playing? 

5  A      As  I  say,  first  of  all,  I  don't  recall  any 

6  specific  conversations.    I  probably  did,  and  if  they  were 

7  the  casual  what's  going  on,  how  is  it  playing  type,  nobody 

8  was  happy  with  how  it  was  playing. 

9  Q      Do  you  recall  ever  discussing  with  Mr.  Altman  - 

10  strike  that. 

1 1  During  this  time  period,  you  were  having  daily 

12  meetings  on  health  care;  is  that  right?   When  I  say  "this 

13  time  period,"  during  the  month  of  January  1994? 

14  A      During  the  month  of  January,  the  6:00  Monday 

15  through  Friday  meetings  began.   I  informed  the  participants 

16  that  they  should  block  their  calendars  for  every  day  of  the 

17  week  and  that  my  office  would  notify  them  if  I  was  not 

18  going  to  hold  such  a  meeting,  but  they  occurred  on  a 

19  regular  basis,  typically  three  to  four  times  a  week. 

20  Q      And  do  you  recall  discussing  with  Mr.  Altman  at 

21  the  White  House  in  either  corridor  meetings  or  these 

22  meetings  the  statute  of  the  limitations  as  it  applied  to 
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1  Madison? 

2  A      I  don't  recall  —  I  don't  think  I  did.    I  have  no 

3  specific  recollection  that  I  did. 

4  Q      Did  it  strike  you  that  he  would  be  a  person  who 

5  would  be  particularly  well-informed  about  that  subject? 

6  A      Yes,  assuming  that  I  knew  about  that  subject,  and 

7  I'm  not  sure  when  I  came  to  know  about  that  subject. 

8  Q      As  soon  as  you  came  to  know  about  the  subject, 

9  Mr.  Altman  struck  you  as  a  person  who  would  be  particularly 

10  well-informed,  didn't  he? 

11  MR.  BENNETT:    I  don't  understand  the  question. 

12  I'm  sorry. 

13  BY  MR.  CODINHA: 

14  Q      Do  you  understand  the  question,  Mr.  Witness? 

15  A      Not  really. 

16  Q      You  understood  Mr.  Altman  held  a  particular 

17  position  with  the  RTC,  did  you  not? 

18  A      At  what  time  period? 

19  Q      In  January. 

20  A      I  did  not. 

21  Q      At  some  point,  did  you  come  to  know  Mr.  Altman 

22  held  a  particular  position  with  the  RTC? 
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1  A      Yes. 

2  Q      When  was  that? 

3  A      My  best  recollection,  it  was  in  connection  during 

4  the  meeting  we've  talked  about  before  on  the  2nd  of 

5  February. 

6  Q      Was  that  the  first  time  you  were  aware  that 

7  Mr.  Altman  held  a  unique  position  in  the  RTC? 

8  A      To  the  best  of  my  recollection  it  was,  yes. 

9  Q      And  what  position  did  you  come  to  understand,  in 

10  that  February  2nd  meeting,  that  Mr.  Altman  held? 

11  A      It  was  my  understanding,  based  on  his 

12  description,  that  he  was,  for  lack  of  a  better  word,  the 

13  temporary  president  of  RTC  and  that  that  position  had  to  be 

14  filled  but  by  virtue  of  a  statute  of  the  RTC  statute,  it 

15  was  my  understanding  that  he  was  either  the  president  or 

16  the  chairman  --  I  forget  which  --  and  I  also  learned  or  was 

17  told  that  there  was  an  oversight  board,  an  RTC  oversight 

18  board  of  which  Secretary  Bentsen  was  chairman,  at  least 

19  that's  what  I  was  led  to  believe. 

20  Q      And  you  were  informed  of  that  at  the  February  2nd 

21  meeting? 

22 A      To  the  best  of  my  recollection,  it  was  the  first 
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1  time  I  knew  about  that  --  his  role,  his  specific  role  and 

2  position  with  respect  to  RTC. 

3  Q      And  it  was  at  that  meeting  that  you  also  learned 

4  of  the  role  Secretary  Bentsen  was  playing  on  the  oversight 

5  board? 

6  A      That's  the  best  of  my  recollection. 

7  Q      Now,  turning  your  attention  to  the  telephone  call 

8  that  you  received  from  Mr.  Altman  a  day  or  two  before  the 

9  February  2nd  meeting,  do  you  know  the  reason  Mr.  Altman 

10  called  you? 

11  A      I  do  not.   Let  me  back  up.   His  stated  reason  was 

12  he  wanted  to  have  a  meeting  with  me  and  Mr.  McLarty  to 

13  which  he  was  bringing  the  Treasury's  general  counsel.   And 

14  he  told  me  that  I  should  bring  whoever  else  I  thought  ought 

15  to  come.   He  did  not  --  to  the  best  of  my  recollection,  he 

16  did  not  tell  me  what  he  wanted  to  discuss. 

17  Q      My  question  to  you  earlier  was  if  you  know,  how 

18  did  he  come  to  call  you  about  the  subject  of  this  meeting? 

19  A      You'll  have  to  ask  Mr.  Altman.    I  don't  know. 

20  Q      Have  you  ever  told  Mr.  Altman  that  you  were  the 

21  White  House  person  who  was  dealing  with  Whitewater  issues? 

22  A      That  was  a  matter  of  general  knowledge  in  the 
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1  press  as  well  as  otherwise. 

2  Q      And  my  question  again  to  you  is,  had  you  ever 

3  told  Mr.  Altman  that  you  were  the  person  that  was  dealing 

4  for  the  White  House,  coordinating  the  Whitewater  response 

5  group? 

6  A      I  may  well  have.    I  don't  recall  a  specific 

7  discussion  with  him.    I  may  well  have  done  so. 

8  Q      Was  your  purpose  in  informing  Mr.  Altman  so  he 

9  would  know  if  any  matters  came  up  relating  to  Whitewater, 

10  they  should  go  through  you? 

1 1  MR.  BENNETT:    If  he  did  that. 

12  BY  MR.  CODINHA: 

13  Q      If  you  did  that. 

14  A      If  I  did  that,  I  don't  recall  that  as  being  a 

15  purpose.    It  was  a  matter  of  general  knowledge  in  the  press 

16  that  I  was  doing  that. 

17  Q      Did  you  routinely  tell  people  that  you  were 

18  talking  to,  that  that  was  one  of  the  matters  that  you  were 

19  responsible  for? 

20  A      No.   The  people  asked  me  what  I  was  responsible 

21  for  and  members  of  the  press  did  on  regular  occasions.    I 

22  would  respond  in  the  affirmative  to  that.    And  as  I  say,  it 
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1  was  general  knowledge  fairly  early  on  that  that  was  one  of 

2  my  responsibilities  and  was  discussed  fairly  widely  in  the 

3  press. 

4  Q      Now,  in  this  call  that  came  a  day  or  two  before 

5  the  February  2nd  meeting,  how  long  did  that  call  last? 

6  A      I  would  say  less  than  a  minute. 

7  Q      When  Mr.  Altman  said  he  wanted  to  have  a  meeting, 

8  did  he  tell  you  what  the  subject  matter  of  the  meeting  was? 

9  A      He  did  not.   To  the  best  of  my  recollection,  he 

10  did  not. 

11  Q      When  he  told  you  to  -  did  he  ask  you  if 

12  Mr.  McLarty  could  attend? 

13  A      He  told  me  he  wanted  a  meeting  with  me  and 

14  Mr.  McLarty. 

15  Q      And  he  told  you  that  the  general  counsel  from  the 

16  Treasury  was  going  to  attend? 

17  A      That's  my  best  recollection. 

18  Q      And  he  told  you  to  bring  over  whoever  else  you 

19  thought  ought  to  come;  is  that  right? 

20  A      That's  my  recollection  of  the  conversation,  yes. 

21  Q      Who  did  you  tell  should  come  to  this  meeting? 

22  A      I'm  not  sure  about  your  question.    Are  you  asking 
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1  me  who  did  I  ask  to  come  to  the  meeting? 

2  Q      Yes,  who  did  you  ask  to  come  to  the  meeting?   If 

3  I  was  inartful,  I  apologize. 

4  A      No,  I  didn't  think  you  were  being  inartful.    I'm 

5  trying  to  get  the  question. 

6  Q      Who  did  you  ask? 

7  A      Mr.  McLarty,  and  when  I  was  on  the  phone  with 

8  Mr.  McLarty,  I  told  him  since  Mr.  Altman  was  bringing  the 

9  general  counsel  to  the  Treasury,  I  thought  it  was  to  have 

10  the  general  counsel  of  the  White  House  attend  and 

1 1  Mr.  McLarty  agreed  and  he  asked  me  to  call  Mr.  Nussbaum. 

12  don't  know  whether  I  called  Mr.  Nussbaum  or  whether  my 

13  assistant  called  Mr.  Nussbaum,  but  as  I  recall,  I  undertook 

14  to  call  him  and  notify  him  of  the  meeting  and  asked  him  to 

15  be  there. 

16  Q      And  who  else  did  you  suggest  attend? 

17  A      To  the  best  of  my  recollection,  those  were  the 

18  only  people  —  he  was  the  only  other  people  I  suggested 

19  attend. 

20  Q      And  at  a  later  point,  did  you  suggest  that  other 

21  people  attend? 

22 A      Not  to  my  recollection.    I'm  not  saying  I  didn't, 
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1  but  as  I  sit  here  today,  I  don't  recall  that  I  suggested 

2  others  attend. 

3  Q      Where  was  the  meeting  to  occur? 

4  A      I  asked  McLarty  where  he  wanted  it,  and  he 

5  suggested  his  office. 

6  Q      Mr.  McLarty  at  that  point  was  the  chief  of  staff 

7  of  the  White  House? 

8  A      He  was. 

9  Q      And  you  were  the  deputy  chief  of  staff? 

10  A      I  was  a  deputy. 

11  Q      I'm  sorry.    You  did  say  there  was  another  one. 

12  And  the  counsel  to  the  president,  Mr.  Nussbaum,  was  being 

13  asked  to  attend? 

14  A      He  was. 

15  Q      Did  Mr.  McLarty  ask  you  what  this  was  all  about? 

16  A      He  may  have.   I  don't  recall  whether  he  did  or 

17  whether  he  didn't.    I  mean,  Mr.  Altman  is  a  very 

1 8  high-ranking  member  of  the  federal  administration  and  was 

19  in  fairly  regular  contact  with  the  White  House.   Mack 

20  probably  did.    I  don't  recall  that  he  did. 

21  Q      When  you  spoke  to  Mr.  Altman  a  day  or  two  before 

22  the  meeting,  the  February  2nd  meeting,  did  you  ask  him  what 
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1  the  meeting  was  going  to  be  about? 

2  A      I  don't  recall  that  I  did.    He  said  he  wanted  a 

3  meeting.    I  knew  who  he  was.    He  was  a  person  who  was  well 

4  regarded  in  the  White  House,  and  it  was  something  that  I 

5  would  accede  to.    I  don't  think  that  I  asked  the  nature  of 

6  what  he  wanted  to  discuss. 

7  Q      Would  it  be  unusual  for  you  to  schedule  such  a 

8  meeting  without  asking  the  subject  matter  of  the  meeting? 

9  A      Not  necessarily  unusual,  but  when  someone  like 

10  Roger  Altman,  who  is  a  valued  advisor  as  well  as  a 

1 1  high-ranking  official  in  the  Treasury,  asks  for  a  meeting, 

12  I  take  it  seriously.    Mr.  McLarty,  I  think,  took  it 

13  seriously.    He  didn't  indicate  it  would  be  a  prolonged 

14  meeting  and  we  just  set  it  up. 

15  Q      Did  you  believe  you  were  going  to  have  to  do  any 

16  preparation  before  the  meeting  occurred? 

17  A      I  didn't  believe  I  did  and  I  didn't. 

18  Q      Before  you  called  Mr.  Nussbaum  to  come  to  the 

19  meeting,  you  or. a  member  of  your  staff  asked  Mr.  Nussbaum 

20  to  attend  the  meeting,  did  you  try  to  advise  Mr.  Nussbaum 

2 1  what  the  subject  matter  of  the  meeting  was  so  he  could 

22  prepare? 
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1  A      Since  I  didn't  know,  I  couldn't  do  the  latter. 

2  Q      Did  you  consider  calling  Mr.  Altman  back  before 

3  the  meeting  to  determine  what  the  subject  matter  was  going 

4  to  be  so  that  you  or  people  you  were  inviting  could 

5  prepare? 

6  A      I  didn't. 

7  Q      When  did  the  -- 

8  MR.  BENNETT:    You  say  the  people  he  was 

9  inviting.    He  said  he  invited  Mr.  Nussbaum. 

10  MR.  CODINHA:    And  McLarty. 

1 1  MR.  BENNETT:    And  McLarty. 

12  BY  MR.  CODINHA: 

13  Q      And  when  did  the  meeting  occur? 

14  A      It  occurred  --  the  date  or  the  time? 

15  Q      You've  already  told  me  it  took  place  on  February 

16  2nd. 

17  A      That's  the  best  of  my  recollection.   I  think  it 

18  occurred  on  the  2nd.    My  recollection  is  it  occurred  in  the 

19  late  afternoon. 

20  Q      Did  you  believe  that  the  subject  matter  of  this 

21  meeting  was  going  to  be  some  Treasury  business  that  was 

22  going  to  occur? 
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1  A      I  don't  recall  that  I  had  a  belief. 

2  Q      Did  you  wonder  about  why  Mr.  Altman  told  you  he 

3  was  going  to  bring  the  general  counsel  to  the  Treasury 

4  along  with  him? 

5  A      I  don't  recall.   There's  a  lot  of  business  that 

6  goes  on.   I  am  typically  very  pressed  for  time  during  the 

7  day,  and  I  don't  recall  having  any  questions  about  it.   He 

8  told  me  he  wanted  to  bring  his  general  counsel.   That's 

9  fine  with  me. 

10  Q      When  he  told  you  he  was  going  to  bring  his 

1 1  general  counsel  along,  did  that  make  you  believe  it  was 

12  going  to  be  some  kind  of  business  that  was  being  discussed? 

13  A      When  you  refer  to  -  when  you  use  the  term 

14  "business,"  I'm  not  sure  what  you  mean. 

15  Q      You  said  that  Mr.  Altman  was  a  regular  visitor  at 

16  the  White  House,  that  he  was  certainly  there  on  health  care 

17  matters.   I  believe  you  said  he  was  there  on  Treasury 

18  business  ~ 

19  A      I  don't  know  that  as  a  fact.    I  assume  he  was 

20  there  on  Treasury  matters. 

21  Q      When  he  came  to  the  White  House  on  health  care 

22  matters,  did  he  bring  his  lawyer  along? 
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1  A      He  did  not. 

2  Q      Did  he  come  —  on  other  matters  when  you  had  seen 

3  him  at  the  White  House,  did  you  see  his  lawyer  along? 

4  A      I  had  no  idea  who  he  brought.    I  saw  Roger  in  the 

5  hallways  on  numerous  occasions.   I  don't  know  who  he 

6  brought  with  him  nor  did  I  inquire. 

7  Q      Did  it  cause  any  curiosity  in  you  when  he  said  he 

8  was  going  to  bring  his  general  counsel  along? 

9  A      No.   As  I  say,  it's  typically,  mine  as  well  as 

10  others,  a  very  busy  day.    He  asked  for  a  meeting.   I  knew 

1 1  who  he  was.   I  knew  that  he  had  confidence  in  the  White 

12  House  and  it  was  a  meeting  I  took  to  set  up  pro  forma. 

13  MR.  BENNETT:   Are  you  tired?   Do  you  want  to 

14  break? 

15  THE  WITNESS:    No,  I'm  fine. 

16  BY  MR.  CODDSfHA: 

17  Q      When  you  said  you  talked  to  Mr.  McLarty  and  you 

18  informed  him  ~  when  you  informed  Mr.  McLarty  that 

19  Mr.  Altman  was  bringing  Treasury's  lawyer  along,  it  was  you 

20  who  suggested  that  you  have  the  White  House's  lawyer 

21  present;  right? 

22  MR.  BENNETT:   Mr.  Codinha,  he  has  testified  to 
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1  this  four  times. 

2  MR.  CODINHA:    Actually,  I  don't  think  it's  four 

3  times. 

4  MR.  BENNETT:   Four  or  five  times.   Can't  we  move 

5  that  along. 

6  BY  MR.  CODINHA: 

7  Q      With  respect  to  the  reason  you  thought  that  the 

8  White  House's  lawyer  should  be  there,  what  was  in  your  mind 

9  as  to  why  the  White  House's  lawyer  should  be  there? 

10  A      Because  the  Treasury's  lawyer  was  going  to  be 

1 1  there. 

12  Q      Did  you  believe  that  business  was  going  to  be 

13  discussed  that  would  require  the  White  House's  lawyer  to  be 

14  there? 

15  A      I  didn't  have  the  foggiest  idea  of  what  business 

16  was  going  to  be  discussed  but  it  struck  me  if  he  was 

17  bringing  his  lawyer,  we  should  have  our  lawyer. 

18  Q      Did  you  go  to  the  meeting  on  February  2nd? 

19  A      I  did. 

20  Q      And  was  it  scheduled  in  your  schedule  that  you 

21  would  go  to  the  meeting? 
22 A      As  I  recall,  it  was. 
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1  Q      When  you  arrived  at  the  meeting,  do  you  recall  f  . 

2  where  it  occurred? 

3  A      It  occurred  in  Mr.  McLarty's  office  around  his 

4  conference  table. 


5  Q      Do  you  recall  who  was  there  when  you  arrived? 

6  A      I  don't  recall  whether  I  arrived  before  anyone 

7  else.   I  recall  that  I  went  into  Mr.  McLarty's  office,  that 

8  Mr.  McLarty  was  there  and  I  may  well  have  met  Mr.  Altman 

9  and  the  Treasury's  counsel,  who  I  came  to  learn  was 

10  Ms.  Hanson,  on  the  way  in. 

1 1  Typically,  when  people  come  in  from  the  outside 

12  without  a  permanent  White  House  pass,  which  Mr.  Altman  does 

13  not,  I  think,  have,  they  are  —  they  wait  in  the  reception 

14  room  until  they  are  escorted  in.    But  as  I  went  into  his 

15  office,  I  recall,  I  think,  going  in  with  Mr.  Altman  and 

16  Ms.  Hanson,  or  who  I  came  to  learn  was  Ms.  Hanson.   I  don't 

17  know  whether  Mr.  Nussbaum  was  in  the  office  when  I  walked 

18  in  or  not. 

19  Q      Do  you  recall  that  being  the  first  time  you  ever 

20  met  Ms.  Hanson? 

21  A      Yes,  to  the  best  of  my  recollection,  I  had  never 

22  met  her  nor  did  I  know  who  she  was. 
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1  Q      Was  she  introduced  to  you  at  that  time? 

2  A      She  was. 

3  Q      Who  else  attended  the  meeting? 

4  A      The  best  of  my  recollection,  although  McLarty  was 

5  in  the  meeting,  he  didn't  attend  it.   It  was  myself, 

6  Altman,  Hanson,  Nussbaum;  Neil  Eggleston,  as  I  recall,  was 

7  there.   It's  my  recollection  that  Ms.  Williams  attended, 

8  but  I  think  she  came  in  after  the  meeting  was  underway. 

9  There  may  have  been  others.    I  don't  recall  anybody  else  at 

10  the  meeting. 

1 1  Q      You  expected  Mr.  Altman  to  be  there.   That's 

12  correct? 

13  A      Yes. 

14  Q      You  expected  his  general  counsel,  who  it  turned 

15  out  was  Ms.  Hanson,  to  be  there? 

16  A      Yes. 

17  Q      You  expected  Mr.  Nussbaum  to  be  there? 

18  A      I  did. 

19  Q      Did  you  expect  that  Mr.  Eggleston  was  going  to  be 

20  there? 

21  A      I  had  no  expectation  of  him. 

22 Q      Ms.  Williams  is  not  an  attorney,  is  she? 
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1  A      Not  to  my  knowledge. 

2  Q      Do  you  have  any  idea,  as  we  sit  here  today,  why 

3  Ms.  Williams  was  at  the  meeting? 

4  A      Well,  as  the  meeting  unfolded,  yes. 

5  Q      And  what  was  her  reason  for  being  at  the  meeting? 

6  A      Well,  you'll  have  to  ask  her. 

7  Q      I  just  asked  you  if  you  knew,  and  I'm  now  asking 

8  you  what  is  your  understanding  of  the  reason  Ms.  Williams 

9  was  at  the  meeting? 

10  A      It  was  a  matter  dealing  —  as  it  turned  out,  it 

1 1  was  a  matter  that  Mr.  Altman  wanted  to  discuss,  and  did 

12  discuss,  what  I  understood  to  be  an  inquiry  being  conducted 

13  by  the  RTC  general  counsel  as  to  whether  there  was  a  basis 

14  for  a  civil  claim  against  persons  or  parties  involved  in 

15  Whitewater/Madison.   And  since  that  was  a  matter  —  not 

16  necessarily  that  civil  claim  but  since  Whitewater/Madison 

17  was  an  issue  of  considerable  —  still  at  that  time  a 

18  considerable  press  inquiry,  it  didn't  surprise  me  that 

19  Ms.  Williams  was  there. 

20  Q      Before  you  walked  in  to  the  meeting,  you  did  not 

21  know  what  the  subject  matter  of  the  meeting  was  going  to 

22  be? 
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1  A      Not  to  my  recollection. 

2  Q      Did  anyone  else,  to  your  knowledge,  know  what  the 

3  subject  matter  of  the  meeting  was  going  to  be  before  the 

4  meeting  began? 

5  A      Not  that  I  knew  of. 

6  MR.  BENNETT:    Other  than  Altman. 

7  MR.  CODINHA:    Other  than  Altman  and  perhaps 

8  Hanson.   And  when  I  say  "anyone,"  I'm  talking  about  anyone 

9  from  the  White  House. 

10  MR.  BENNETT:    I  just  want  the  record  to  be  clear. 

1 1  THE  WITNESS:   That's  how  I  took  your  question. 

12  BY  MR.  CODINHA: 

13  Q      Do  you  know  who  had  alerted  Ms.  Williams  that 

14  Mr.  Altman  was  going  to  be  at  the  White  House? 

15  A      I  do  not  know. 

16  Q      Do  you  know  how  Ms.  Williams  came  to  be  at  the 

17  meeting? 

18  A      I  don't  know. 

19  Q      This  was  a  by-invitation-meeting  only,  wasn't  it? 

20  A      Yes. 

21  Q      And  do  you  know  who  invited  Ms.  Williams  to 

22  attend  that  meeting? 
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1  A      I  don't  recall. 

2  Q      Was  anyone  assigned  the  task  of  taking  notes  at 

3  the  meeting? 

4  A      No. 

5  Q      Did  anyone  take  notes  at  the  meeting? 

6  A      As  I  recall,  people  did  take  notes. 

7  Q      Who  do  you  recall  taking  notes? 

8  A      I  did.    I  think  Eggleston  may  have  and  I  recall 

9  Hanson  taking  notes.    I  don't  know  whether  others  did  or 

10  not. 

11  Q      As  best  you  can  now  recall,  what  occurred  at  the 

12  meeting?   Who  said  what  to  whom? 

13  A      Well,  I  don't  recall  who  said  what  to  whom.    I 

14  can  convey  to  you  the  gist  of  the  meeting,  and  the  gist  of 

15  the  meeting,  as  best  I  can  recall,  was  Mr.  Altman  discussed 

16  the  issue  of  the  -  what  I  understood  to  be  an  inquiry 

17  being  conducted  by  the  general  counsel  of  RTC  as  to  whether 

18  or  not  there  was  the  basis  for  a  civil  claim  against  any 

19  persons  or  parties  in  connection  with  Madison/Whitewater. 

20  And  it  was  my  understanding,  based  on  his 

21  description,  that  there  was  a  statute  of  limitations  with 

22  respect  to  any  such  claims,  and  that  that  statute  of 
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limitations  was  about  to  expire.    And  he  raised  that  issue 
and  there  were  a  number  of  questions  about  it. 
I,  for  one,  had  little  knowledge,  if  any 
knowledge,  about  the  situation.    I,  among  others,  asked  him 
a  number  of  questions  about  the  details  of  the  statute  of 
limitations  and  to  some  extent,  the  progress  of  the  inquiry 
being  conducted  by  the  RTC.   That  was  the  bulk  of  the 
meeting. 

Towards  the  very  latter  part  of  the  meeting,  he 
raised  the  issue  that  he  said  he  was  considering  whether  or 
not  to  recuse  himself  in  connection  with  that  matter.    It 
was  during  that  meeting  that  I,  to  the  best  of  my 
recollection,  learned  of  Mr.  Altman's  position  with  respect 
to  the  RTC. 

Q      Have  you  completed  your  answer? 
A      Yes. 

MR.  BENNETT:    He  has  turned  over  his  notes  to  the 
meeting  so  that  may  help  refresh  his  recollection  if  you 
think  there's  anything  more. 
BY  MR.  CODINHA: 
Q      With  respect  to  Mr.  Altman's  statement,  did 
Mr.  Altman  begin  talking  at  the  meeting?   Was  he  the  one 
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1  who  began  the  meeting? 

2  A      Yes,  he  was  the  one  who  asked  for  the  meeting.   I 

3  was  in  the  dark  as  to  what  he  wanted  to  discuss  and  he 

4  basically  opened  up  the  meeting. 

5  Q      And  did  he  say  I  want  to  discuss  the  procedures 

6  that  the  RTC  is  -  words  to  the  effect  that  I  want  to 

7  discuss  the  procedures  the  RTC  is  going  to  follow  as  they 

8  apply  to  the  statute  of  limitations? 

9  A      I  don't  recall  exactly  what  he  said.   He  did  — 

10  the  gist  of  what  he  said  is  that  he  wanted  to  discuss  the 

11  inquiry  being  conducted  by  the  RTC's  general  counsel  and 

12  the  application  of  the  soon-to-expire  statute  of 

13  limitations  to  that  investigation. 

14  Q      If  you  can  recall,  what  did  he  say  that  he  wanted 

15  to  discuss  about  the  inquiry  that  was  being  conducted  by 

16  the  RTC's  general  counsel? 

17  A      Would  you  repeat  that. 

18  MR.  CODINHA:    Would  you  read  it  back,  please. 

19  (The  reporter  read  the  record  as  requested.) 

20  THE  WITNESS:    He  did  not  --  it's  my  recollection 

21  that  he  did  not  go  into  the  substance  of  the  inquiry 

22  itself.   What  he  discussed  was  there  was  an  inquiry 
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1  underway,  that  it  was  his  view,  based  on  information  from 

2  his  sources  —  I  don't  think  he  delineated  them,  but  I 

3  assumed  one  of  them  was  the  general  counsel  of  the  RTC  ~ 

4  that  that  investigation  was  going  to  take  a  longer  period 

5  of  time  to  conclude  and  that  it  might  not  conclude  until 

6  after  the  expiration  of  the  statute  of  limitations. 

7  BY  MR.  CODINHA: 

8  Q      Did  he  indicate  the  steps  that  the  RTC  was  taking 

9  in  their  inquiry  to  make  a  determination  that  —  strike 

10  that. 

1 1  Did  Mr.  Altman  discuss  the  steps  that  the  RTC  was 

12  taking  to  get  the  information  that  they  would  need  in  order 

1 3  to  make  a  determination  on  the  statute  of  limitations. 

14  MR.  BENNETT:    I'm  going  to  ask,  in  fairness  to 

15  the  witness,  if  what  your  objective  is  is  to  find  out  what 

16  happened,  if  you  could  show  him  his  notes,  which  were  taken 

17  in  real  time.    I  mean,  if  you  want  an  accurate  ~  rather 

18  than  him  guessing  years  later. 

19  MR.  CODINHA:    Years  later? 

20  MR.  BENNETT:    Not  years  later.   Months  and 

21  months.   The  point  is  the  most  accurate  record  is  his 

22  contemporaneous  notes,  so  we  don't  get  into  a  guessing 
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1  game,  I'd  ask  you  to  show  him  his  notes. 

2  BY  MR.  CODINHA: 

3  Q      Mr.  Ickes,  as  best  you  recall,  what  was  said 

4  about  that  subject? 

5  MR.  BENNETT:    Go  ahead.    Guess.    Do  your  best. 

6  THE  WITNESS:    I  think  I've  given  you  the  gist  of 

7  it.   I  can't  recall  word  for  word  who  said  what  to  whom, 

8  but  the  gist  of  it  was  as  I  just  recounted  it.    He  wanted 

9  to  inform  us,  "us"  being  people  from  the  White  House,  as  to 

10  the  status  of  that  investigation  from  a  procedural  time 

1 1  point  of  view.    He  did  not  go  into  detail  ~  as  I  recall, 

12  he  did  not  go  into  any  detail  about  the  substance  of  it. 

13  It  was  my  impression  and  impression  only  he  didn't  know  a 

14  lot  about  the  substance  of  anything. 

15  The  purpose  of  this  meeting  and  the  focus  of  his 

16  discussion  was  the  relationship  of  the  time  that  he  felt 

17  this  investigation  might  be  wrapped  up  and  he  said,  at 

18  least  in  so  many  words,  that  it  was  his  understanding  that 

19  the  investigation  probably  would  not  be  concluded  and  that 

20  a  determination  could  not  be  made  by  the  RTC's  general 

21  counsel  as  to  whether  there  was  a  basis  for  a  civil  claim 

22  until  after  the  expiration  of  the  statute  of  limitations 
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1  had  applied  to  that  particular  investigation. 

2  I  recall  that  he  said  that  the  statute  began 

3  running  from  the  time  RTC  took  over  Madison  Guaranty. 

4  Again,  this  is  what  I  recall,  and  I  recall  that  ~  all  this 

5  was  new  to  me.    I  recall  his  saying  that  the  statute,  as 

6  applied  to  that  investigation  or  at  least  to  that  matter, 

7  bringing  a  civil  claim,  had  been  expired,  had  been  renewed 

8  and  made  retroactive  for  a  five-year  period  and  was  about 

9  to  expire,  I  think,  the  end  of  March  or  somewhere  along 

10  that  line. 

11  BY  MR.  CODINHA: 

12  Q      When  you  heard  Mr.  Altman  say  that  the 

13  investigation  of  the  RTC  probably  couldn't  be  concluded  to 

14  the  satisfaction  of  the  general  counsel  of  the  RTC  before 

15  the  statute  had  run,  had  you  ever  heard  that  piece  of 

16  information  before? 

17  A      I  do  not  recall.   As  I  said  before,  this  was  all 

18  very  new  to  me.    I  think  it  was  at  that  meeting  that  I 

19  first  learned  of  Roger's  relationship  to  RTC,  of  Bentsen's 

20  relationship  to  RTC,  of  the  RTC  oversight  board,  and  I  knew 

21  nothing  about  the  structure,  and  to  the  best  of  my 

22  recollection,  I  don't  think  that  —  I  do  recall  there  being 
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1  a  D'Amato  countdown,  but  I  certainly  didn't  know  the 

2  intricacies  that  he  explained  that  day. 

3  Q      With  respect  to  the  information  that  the  inquiry 

4  could  probably  not  be  wrapped  up  to  the  general  counsel's 

5  satisfaction,  the  inquiry  about  Madison  could  not  be 

6  wrapped  up  to  the  general  counsel's  satisfaction  before  the 

7  statute  of  limitations  ran,  as  far  as  you  knew,  was  that 
public  knowledge  when  he  said  it? 

9  A      I  don't  know  whether  it  was  public  knowledge  or 

10  not.    I  assumed  that  it  was  —  when  you  say  "public,"  did 

11  the  public  in  general,  I  didn't  think  it  was.    I  didn't 

12  know  whether  it  was,  but  it  was  my  assumption  that  this  was 

13  information  that  was  not  known  to  the  public  in  general  and 

14  probably  very  few  people  inside  the  administration. 

15  Q      Did  you  believe  that  that  piece  of  information 

16  was  known  to  the  parties  to  the  litigation,  the  other  side 

17  of  the  case,  the  people  not  on  the  government  side  of 

18  Madison  but  on  the  other  side  of  the  Madison  investigation? 

19  A      It  wasn't  my  impression  that  there  was  any 

20  litigation  that  had  been  instituted.    It  was  my 

21  understanding  what  they  wanted  to  do  was  to  preserve  the 

22  right  to  initiate  litigation.    It  was  not  my  understanding 
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1  that  there  was  any  litigation  underway  with  respect  to  this 

2  particular  issue. 

3  Q      I'm  sorry,  potential  litigation.   Was  it  your 

4  understanding  that  those  people  were  on  the  other  side  of 

5  the  potential  litigation? 

6  MR.  BENNETT:    You  mean  without  regard  to  what 

7  would  have  been  said  on  the  floor  of  the  Senate? 

8  MR.  CODINHA:    I'm  saying  that  the  fact  that 

9  Mr.  Altman  disclosed  at  this  meeting  that  the  RTC  general 

10  counsel's  office  was  not  going  to  be  in  a  position  to 

1 1  decide  whether  or  not  they  had  enough  information  until 

12  after  the  statute  of  limitations  had  run. 

13  MR.  BENNETT:    I  see.    I'm  sorry. 

14  BY  MR.  CODINHA: 

15  Q      And  that's  the  focus  of  my  question  to  you  now. 

16  As  far  as  you  know,  was  that  information  given  to 

17  the  other  side?   Had  that  information  been  given  to  the 

18  other  side,  the  potential  other  side. 

19  MR.  BENNETT:    "The  other  side"  being  -- 

20  MR.  CODINHA:    Whoever  was  going  to  be  involved  on 

21  the  opposite  side  of  the  Madison  case  from  the  RTC. 

22 THE  WITNESS:    I  had  no  idea  who  had  been  involved 
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1  on  the  other  side.   A  lot  of  people  have  been  involved  in 

2  Madison  and  RTC  matters. 

3  BY  MR.  CODINHA: 

4  Q      You  are  an  attorney.    Although  I  haven't  seen 

5  your  resume,  you  are  an  attorney,  are  you  not? 

6  A      I  am. 

7  Q      Do  you  think  the  fact  of  knowing  that  one  side  is 

8  not  going  to  be  able  to  have  enough  information  to  act 

9  before  the  statute  of  limitation  runs  is  an  important  piece 

10  of  information  to  be  conveyed  to  the  other  side? 

11  MR.  BENNETT:    I'm  going  to  object.    He's  not  here 

12  in  his  capacity  to  give  you  legal  opinions,  so  I'm  going  to 

13  instruct  him  to  not  be  opining  on  what  is  good  lawyering  or 

14  not  good  lawyering. 

15  MR.  CODINHA:    I'm  not  asking  him  to  opine  other 

16  than  what  he  thought  at  the  time. 

17  MR.  BENNETT:    I'm  going  to  tell  him  not  to  give 

18  his  legal  opinion  or  legal  judgment.    I  think  we  should 

19  focus  on  section  A  of  the  resolution. 

20  BY  MR.  CODINHA: 

21  Q      Did  you  understand  Ms.  Williams  was  the  chief  of 

22  staff  to  Hillary  Clinton  as  she  sat  there  in  that  room? 
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1  A      Was  she? 

2  Q      Did  you  understand  she  was? 

3  A      I  knew  she  was. 

4  Q      Did  you  understand  that  she  reported  to  Hillary 

5  Clinton,  as  chief  of  staff  that  she  reported  directly  to 

6  Hillary  Clinton? 

7  A      That's  my  understanding. 

8  Q      Was  there  any  suggestion  at  that  meeting  that  the 

9  information  that  was  being  received  was  being  received  in 

10  any  kind  of  confidential  fashion? 

1  A      I  do  not  think  Mr.  Airman  referred  to 

12  confidentiality  during  these  discussions. 

13  Q      Did  you  understand  that  it  was  likely  that 

14  Ms.  Williams  would  report  the  information  that  she  had 

15  determined  to  her  superiors? 

6  A      I  had  no  understanding  in  that  regard. 

7  Q      Did  you  understand  that  she  shouldn't  report  that 

8  information  to  her  superior? 

9  A      I  had  no  understanding  in  that  regard. 

'0  Q      I  think  you  also  said  that  you  had  raised  a 

11  question  during  Mr.  Altman's  presentation  about  the 

12  progress  of  the  inquiry  that  was  being  conducted  by  the 
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1  RTC.   What  do  you  recall  asking  Mr.  Altman  about  the 

2  progress  of  the  inquiry  that  was  being  conducted  by  the 

3  RTC? 

4  A      As  I  recall,  my  questions  were  procedural  and  not 

5  substantive. 

6  Q      What  were  the  procedural  questions  you  asked? 

7  A      I  just  wanted  to  get  a  sense  from  him  as  to  how 

8  long  he  thought  it  was  going  to  take  for  the  general 

9  counsel  to  wrap  up  the  investigation  and  to  make  a 

0  determination  —  or  I  guess  it  was  a  recommendation.    I 

1  think  that's  the  phrase  that  Mr.  Altman  used,  that  general 

2  counsel  would  make  a  recommendation  as  to  what  action,  if 

3  any,  should  be  taken  based  on  the  investigation. 

4  And  basically,  I  was  trying  to  get  a  sense  from 

5  him,  because  this  was  pretty  new  to  me,  as  to  his  best 

6  estimate  of  when  that  investigation  would  be  concluded  and 

7  a  recommendation  could  be  made  because  as  I  understood  it, 
general  counsel  made  a  recommendation  and  that 

9  recommendation  was  then  moved  up  the  chain  in  the  RTC  to 

10  determine  whether  or  not  the  recommendation  would  be  acted 
■l  upon. 

■2  Q      What  did  Mr.  Altman  respond  to  you  about  the  time 
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1  that  it  would  take  the  general  counsel  to  make  her 

2  recommendation? 

3  A      He  was  imprecise.    I  don't  think  he  had  a 

4  specific  time  —  the  general  information  from  Mr.  Altman 

5  was  based  on  what  he  knew,  that  it  was  unlikely  that  the 

6  investigation  could  be  completed  and  a  recommendation  made 

7  by  the  general  counsel  prior  to  the  expiration  of  the 

8  statute  of  limitations. 

9  Q      What  did  Mr.  Altman  say  as  to  —  I  believe  you 

10  just  said  that  general  counsel  would  make  a  recommendation 

11  as  to  what  action  would  be  taken,  and  it  would  begin  moving 

12  up  the  line  or  up  the  chain. 

13  What  did  Mr.  Altman  say  was  going  to  be  the 

14  movement  up  the  chain? 

15  A      I  don't  think  he  went  into  particular  detail.   It 

16  was  my  understanding  that  the  general  counsel  —  again,  as 

17  I  sit  here  today,  I  recall  the  general  gist  of  Altman's 

18  presentation  was  in  response  to  questions,  I  think  probably 

19  more  appropriately,  that  the  general  counsel  did  not  have 

20  the  authority  to  bring  or  initiate  a  civil  claim  absent 

21  approval  by  higher  authority  within  the  RTC  structure. 
22 Q      What  did  Mr.  Altman  say  about  that,  if  you  can 
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1  recall? 

2  A      I  think  I've  given  you  the  gist,  and  I  can't 

3  recall  his  exact  words,  but  that's  certainly  the  gist,  as  I 

4  recall  it. 

5  Q      And  when  he  said  that,  was  there  inquiry  about 

6  who  was  further  up  the  chain  who  would  be  making  that 

7  decision? 

8  A      I  recall  the  name  of  a  guy  by  the  name  of  Jack 

9  Ryan.    I  don't  know  what  position  or  title  he  held.   I  came 

10  away  with  the  impression  that  he  was  certainly  above  the 

11  general  counsel's  office,  and  ultimately,  I  think  it  would 

12  come  up  to  Mr.  Altman  who  was  then  acting  president  or 

1 3  chairman,  whatever  his  title  was,  of  the  RTC,  by  virtue  of 

14  the  RTC  statute. 

15  Q      As  you  recall,  is  that  what  Mr.  Altman  said  at 

16  the  meeting? 

17  A      That  was  the  gist  of  what  he  said. 

18  Q      Do  you  recall  Mr.  Altman  told  you  at  the  meeting 

19  the  name  of  the  general  counsel? 

20  A      I  think  it  was  Mr.  Altman.    I  know  her  name  was 

21  raised  by  either  Altman  or  somebody  else,  and  my 

22  recollection  is  it  was  a  woman  by  the  name  of  Ellen  Kulka, 
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1  K-u-1-k-a,  I  think. 

2  Q      What,  if  anything,  did  Mr.  Altman  say  about  Ellen 

3  Kulka,  other  than  she  was  general  counsel? 

4  A      Basically  she  was  general  counsel. 

5  Q      What  was  said  about  Jack  Ryan,  if  anything,  at 

6  that  meeting? 

7  A      I  think  Mr.  Altman  —  I'm  not  sure  whether  it  was 

8  Mr.  Altman  -  reference  was  made  that  both  of  them  had 

9  worked,  I  think,  previously  at  the  Office  of  Thrift 

10  Supervision,  the  agency  I  had  never  heard  of  until  that 

1 1  meeting,  that  Mr.  Ryan  had  worked  at  the  office  of  OTS  and 

12  it  was  my  impression  that  he  was,  from  a  structural  and 

13  authoritative  point  of  view,  above  the  general  counsel's 

14  office. 

15  I  couldn't  tell  you  what  position  he  held  or  what 

16  the  relationships  were.   It  was  my  sense  that  he  was 

17  somewhere  between  Altman  and  general  counsel,  at  least  with 

18  respect  to  this  investigation  and  possible  determination  of 

19  the  general  counsel. 

20  Q      After  Mr.  Altman  talked  about  that,  you  said,  I 

21  believe  Mr.  Altman  said  he  was  considering  recusal  and  that 

22  was  the  first  time  you  learned  of  Mr.  Altman's  position 
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1  within  the  RTC.   What  did  Mr.  Altman  say  about  recusal? 

2  A      The  gist  of  what  he  said,  and  this  came  towards 

3  the  very  latter  part  of  the  meeting  and  was  —  I  think  the 

4  bulk  of  the  meeting  was  taken  up  with  his  presentation  and 

5  our  questions  and  his  answers  and  discussion  about  the 

6  investigation  and  its  relationship  to  the  statute  of 

7  limitations. 
Towards  the  latter  part  of  the  meeting  he  brought 

9  up  that  he  was  considering  recusing  himself  in  connection 

10  with  this  matter  and  as  I  recall,  it  was  because  he,  as  the 

1 1  acting  chairman  or  the  president,  would  ultimately  have  to 

12  determine  whether  or  not  to  implement  a  recommendation,  if 

13  any,  made  by  the  general  counsel's  office  with  respect  to 

14  this  investigation. 

15  Q      Did  he  go  on  to  explain  at  that  time  what  he 

16  thought  the  reasons  for  recusing  himself  were? 

17  A      There  were  questions  along  that  line,  both  from 

18  myself,  Mr.  Nussbaum  and  I  think  others  to  determine  the 

19  basis  and  as  I  recall,  the  gist  of  his  basis  was  that  he 

20  was  —  had  a  long  and  well-known  friendship  with  the 

21  president  and  that  he  was  considering  recusing  himself  to 

22  eliminate  any  possible  conflict  or  appearance  of  conflict. 
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1  Q      Do  you  recall  Mr.  Altman  reading  his  position 

2  from  talking  points? 

3  A      Position  with  respect  to  what? 

4  Q      With  respect  to  what  he  was  telling  you.    Do  you 

5  recall  him  using  talking  points  at  that  meeting? 

6  A      Telling  us  in  general  or  telling  us  with  respect 

7  to  recusal? 

8  Q      Either  one. 

9  A      I  recall  that  he  had  a  sheet  of  paper  in  front  of 

10  him.   He  appeared  from  time  to  time  to  be  looking  at  it 

1 1  during  his  presentations.    He  sometimes  referred  to  his 

12  general  counsel  as  well.    I  don't  know  whether  anything  was 

13  typed  or  written  on  a  piece  of  paper.    I  couldn't  see  it 

14  from  that  perspective,  but  I  assume  he  was  because  he 

15  seemed  to  refer  to  it  from  time  to  time. 

16  Q      With  respect  to  your  questioning  of  Mr.  Altman 

17  about  why  he  felt  he  should  recuse  himself,  what  did  you 

18  say,  if  you  can  recall? 

19  A      The  gist  of  what  I  said  was  Roger,  why  do  you 

20  think  you  should  recuse  yourself,  and  the  gist  of  his 

21  answer  is  what  I  recall  what  I  related  to  you  earlier. 

22 Q      That  he  had  a  long  and  well-known  friendship  with 
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1  the  president  and  Mrs.  Clinton? 

2  A      And  Mrs.  Clinton,  and  he  was  considering  recusing 

3  himself  in  order  to  avoid  either  conflict  or  the  appearance 

4  of  conflict. 

5  Q      Do  you  recall  him  saying  that  when  he  spoke  to 

6  you,  not  that  he  was  considering  recusing  himself  but  that 

7  he  had  decided  to  recuse  himself? 

8  A      I  do  not  recall  him  saying  that. 

9  Q      I'd  like  to  show  you  Exhibit  T153,  which  is 

10  labeled  "Talking  points  for  Roger  Altman,  informational 

11  meeting  with  Mack  McLarty,  2/2/94,"  and  I'd  like  you  to 

12  read  the  last  bullet.    You  can  read  the  whole  thing  but  I'm 

13  going  to  ask  you  about  the  last  bullet. 

14  MR.  BENNETT:    Why  don't  you  read  the  first  bullet 

15  and  the  last  bullet. 

16  THE  WITNESS:   This  is  the  first  time  I've  seen 

17  this  to  the  best  of  my  recollection.   The  caption  is  as  you 

18  have  described.   The  first  bullet  is  "RTC  has  been 

19  requested  by  eight  Republican  senators  and  Congressman 

20  including  Dole  and  Michel  to  seek  tolling  agreements  from 

21  president  and  Mrs.  Clinton,  McDougal,  David  Hale,  Jim  Guy 

22  Tucker,  Seth  Ward  related  to  Madison  Guaranty"  — 
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1  MR.  BENNETT:    Since  you  had  asked  about  the  other 

2  side,  I  thought  you  might  want  that  on  the  record. 

3  THE  WITNESS:    The  last  bullet,  "I  have  decided  I 

4  will  recuse  myself  from  the  decisionmaking  process  as 

5  interim  CEO  of  the  RTC  because  of  my  relationship  with  the 

6  president  and  Mrs.  Clinton." 

7  BY  MR.  CODINHA: 

8  Q      Having  read  that,  does  that  refresh  your 

9  recollection  as  to  what  Mr.  Altman  said  at  the  meeting? 

0  A      It  does  not. 

1  Q      What  do  you  recall  Mr.  Nussbaum  saying  to 

2  Mr.  Altman  with  respect  to  recusal,  if  anything? 

3  A      The  gist  was  why  do  you  think  you  need  to  recuse 

4  yourself,  Roger?   I  don't  know  whether  I  said  it  first  or 

5  he  said  it  first.   The  gist  of  Altman' s  response  was  as 

6  I've  testified  to  and  the  gist  of  Nussbaum 's  response  was 

7  that  he  didn't  see  a  need  for  recusal  on  that  basis  and 

8  that  was  basically  my  response,  but  that  it  was  up  to  Roger 

9  to  decide  whether  or  not  he  was  going  to  recuse  himself. 

0  That  was  a  thumbnail  —  that  is  the  gist  of  what  was  said 

1  with  respect  to  recusal. 

2 Q      Did  you  see  -  strike  that. 
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1  What,  if  you  can  recall,  did  Ms.  Williams  say  to 

2  Mr.  Altman  with  respect  to  recusal? 

3  A      I  don't  recall  anything  specifically  that 

4  Ms.  Williams  said.   I  think  my  recollection  is  that 

5  virtually  everybody  around  the  table  was  involved  in  this 

6  discussion  and  the  gist  of  it  was,  from  anyone  who  spoke 

7  from  the  White  House,  they  didn't  necessarily  see  a  basis 

8  for  recusing  or  the  necessity  of  recusing,  let's  put  it 

9  that  way.    But  it  was  at  bottom,  Mr.  Altman's  decision 

0  whether  or  not  he  should  recuse  himself. 

1  Q      Do  you  recall  Mr.  Altman  saying  at  that  meeting 

2  that  he  had  been  advised  by  Ms.  Hanson  who  was  there  with 

3  him,  the  general  counsel  to  the  Treasury,  that  he  should 

4  recuse  himself? 

5  A      I  don't  recall  him  saying  that. 

6  Q      Do  you  recall  Mr.  Altman  saying  at  that  meeting 

7  that  he  had  been  advised  by  the  general  counsel  of  the  RTC 

8  that  he  should  recuse  himself? 

9  A      I  don't  recall  him  saying  that. 

0  Q      Do  you  recall  Mr.  Altman  saying  at  the  meeting 

1  that  he  had  been  advised  by  Secretary  Bentsen  of  the 

2  Treasury  that  he  should  recuse  himself? 
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1  A      I  don't  recall  him  saying  that. 

2  MR.  BENNETT:   May  I  see  that  exhibit? 

3  THE  WITNESS:    I'm  not  saying  that  he  didn't  say 

4  that.   I  don't  recall,  as  I  sit  here  today,  him  saying 

5  that. 

6  MR.  BENNETT:    I  would  note  that  that  doesn't 

7  appear  to  be  in  his  talking  points. 

8  MR.  CODINHA:   No. 

9  BY  MR.  CODINHA: 

10  Q      With  respect  to  --  strike  that. 

1 1  How  long  did  this  entire  meeting  last? 

12  A      I  don't  recall.    I  think  not  longer  than  45 

13  minutes,  in  that  neighborhood. 

14  Q      How  did  the  meeting  end? 

15  A      The  meeting  ended  with  —  on  this  subject  that 

16  we've  been  discussing  with  everybody  on  the  White  House 

17  side  who  spoke  on  it,  saying  that  it  was  whether  Altman 

1 8  recused  himself  or  not  was  up  to  him  and  as  I  recall, 

19  Altman  saying  that  he  had  not  made  a  decision  and  that  he 

20  would  be  making  a  decision  within  the  next  day  or  so  and 

21  would  be  getting  back  to  us.    I'm  not  even  sure  if  the  "us" 

22  was  designated  as  a  particular  individual  as  to  his 
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1  decision. 

2  Q      When  Mr.  Nussbaum  spoke  to  Mr.  Altman  about  the 

3  subject  of  recusal,  how  was  the  delivery  made  to 

4  Mr.  Altman? 

5  A      In  ~ 

6  Q      What  was  the  tone  of  the  delivery? 

7  A      In  the  normal  tone  that  Bernie  uses  in  general 

8  discussions. 

9  Q      Did  Mr.  -- 

10  A      Nothing  out  of  the  ordinary. 

11  MR.  BENNETT:    Describe  to  him  what  Mr.  Nussbaum's 

12  normal  tone  is. 

13  THE  WITNESS:   Well,  Mr.  Nussbaum,  in  my 

14  experience,  is  ~  I  guess  I  would  characterize  him  as  a 

15  passionate  advocate.    He  urges  his  beliefs  in  a  fairly 

16  assertive  way,  but  that's  just  his  general  nature. 

17  MR.  BENNETT:    I  didn't  want  two  ships  passing  in 

18  the  night. 

19  THE  WITNESS:   There's  nothing  --  Bernie  did 

20  not  —  his  attitude  and  demeanor  was  no  different  than  if 

21  he  were  talking  to  me  about  just  matters  in  general.   There 

22  was  nothing  out  of  the  ordinary  for  him. 
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1  BY  MR.  CODINHA: 

2  Q      And  it  was  Mr.  Nussbaum's  position,  as  he 

3  articulated  it,  that  he  didn't  hear  any  reason  from  Altman 

4  why  he  should  recuse  himself? 

5  A      As  best  I  can  recall,  as  I  have  testified  before, 

6  I  think  both  Mr.  Nussbaum  and  I  took  the  position  that  we 

7  did  not  --  that  the  basis  which  Mr.  Altman  was  advancing 

8  for  recusal,  we  didn't  see  that  it  necessarily  required  his 

9  recusal,  but  it  was  his  decision  to  make  and  his  alone  to 

10  make. 

1 1  Q      Did  Mr.  Nussbaum  raise  at  that  meeting  the  fact 

12  that  from  the  White  House's  point  o.  view,  recusal  as  a 

13  policy  issue  would  be  a  bad  thing? 

14  A      I  don't  recall  that,  and  I  don't  see  how  that 

15  broad  statement  could  be  made  since  these  things,  it  seems 

16  to  me  —  I'm  no  expert  in  conflict  of  interest  and  recusal, 

17  but  it  seems  to  me,  based  on  my  limited  knowledge,  they 

18  have  to  be  made  on  a  case-by-case  basis.   I  do  think  that 

19  there  was  discussion  that  if  everybody  who  had  a  friendship 

20  with  the  president  were  to  recuse  themselves,  there'd  be  a 

21  lot  of  recusals,  but  again,  it  was  emphasized  clearly  by 

22  everybody  at  the  table  that  it  was  up  to  Mr.  Altman  to  make 
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1  that  determination  himself. 

2  Q      Do  you  recall,  in  the  context  of  Mr.  Altman 

3  saying  that  he  was  considering  recusing  himself,  who 

4  Mr.  Altman  would  say  —  who  Mr.  Altman  said  would  be  in  the 

5  decisionmaking  process  at  the  RTC  as  it  related  to  Madison? 

6  A      Again,  I  don't  have  a  -  my  general  recollection 

7  on  this  is  I  think  that  Jack  Ryan  would  succeed  him.    I 
don't  know  whether  as  interim  CEO,  but  it  was  my 

9  impression,  at  least  that  Jack  Ryan,  rather  than  Roger 

10  Altman,  would  be  making  the  final  decision  on  whether  or 

1 1  not  to  implement  any  determination  or  recommendation  by  the 

12  RTC's  general  counsel. 

13  Q      Do  you  recall  Mr.  Altman  making  a  statement  at 

14  that  meeting  or  making  a  statement,  words  to  the  effect 

15  that  it  didn't  matter  whether  he  recused  himself  anyway 

16  because  he  had  already  ceded  the  decision  on  Madison  to 

17  lower  level  people  at  the  RTC? 

18  A      I  don't  recall  him  saying  that. 

19  Q      Is  that  something  you  would  have  recalled  if  he 

20  had  said  it? 

21  A      What  I  do  recall  Mr.  Altman  saying  is  that  he 

22  fully  expected  to  follow  the  recommendation  of  the  RTC's 
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1  general  counsel. 

2  Q      In  this  case,  Ms.  Kulka? 

3  A      Yes,  with  respect  to  this  matter. 

4  Q      Do  you  recall  at  that  meeting  Mr.  Nussbaum 

5  indicating  that  he  knew  Ms.  Kulka  or  knew  of  Ms.  Kulka  or 

6  knew  Mr.  Ryan  or  knew  of  Mr.  Ryan? 

7  A      I  recall  that  Mr.  Nussbaum  indicated  he  had  known 

8  of  each  prior  to  this  meeting. 

9  Q      What  do  you  recall  Mr.  Nussbaum  indicating  at 

10  that  --  strike  that. 

1 1  What  do  you  recall  Mr.  Nussbaum  saying  at  that 

12  meeting  about  what  he  knew  about  Ms.  Kulka? 

13  A      It  was  unclear  to  me.    It  was  my  impression, 

14  based  on  Mr.  Nussbaum' s  remarks,  that  he  had  dealt  with 

15  Ms.  Kulka  in  connection  with  a  prior  litigation  or  matter 

16  that  I  think  he  had  held  —  he  had  been  handling  in  private 

17  practice  before  joining  the  White  House.    She  had  been  with 

18  the  Office  of  Thrift  Supervision,  as  I  recall,  when  he  was 

19  handling  that  matter. 

20  Q      And  what  did  Mr.  Nussbaum,  as  best  you  can 

21  recall,  say  about  Ms.  Kulka,  as  she  had  been  a  lawyer  for 

22  the  Office  of  Thrift  Supervision  in  the  case  that  he  had 
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1  dealt  with  her  before? 

2  A      As  I  recall,  I  think  Mr.  Nussbaum  had  some 

3  question.    He  didn't  raise  this  to  a  high  level,  that  I 

4  recall  but  he  had  some  question  about  her  judgment  and 

5  impartiality. 

6  Q      Did  he  say  —  when  you  say  he  had  some  question 

7  about  her  judgment  and  impartiality,  what  did  he  say  about 

8  Ms.  Kulka' s  judgment  and  impartiality? 

9  A      All  I  can  recall  is  that  he  had  some  question 

10  about  it.    I  don't  recall  anything  else. 

11  Q      When  you  say  question  about  her  judgment,  was  it 

12  a  suggestion  that  he  had  a  problem  with  Ms.  Kulka' s 

13  judgment? 

14  A      I  think  it's  fair  to  say,  as  I  recall,  that  he 

15  questioned  her  judgment. 

16  Q      And  in  terms  of  impartiality,  would  you 

17  explain  —  as  you  understood  it,  what  was  the  question 

18  about  her  impartiality? 

19  A      It  was  my  impression  that  he  had  a  question  about 

20  her  impartiality  as  a  result  of  his  relationship  to  her  in 

21  the  ~  it  was  either  litigation  or  case  that  I  think  he  was 

22  handling  in  connection  with  the  Office  of  Thrift 
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1  Supervision  when  he  was  in  private  practice.    I  don't 

2  recall  the  details,  whether  he  spelled  out  details  or  if  he 

3  did,  what  they  were. 

4  Q      Do  you  recall  him  talking  about  the  Kaye,  Scholer 

5  case  and  how  the  Office  of  Thrift  Supervision  had  been 

6  unfair  in  the  dealings? 

7  A      I  remember  ~  yes,  you  now  have  refreshed  my 

8  memory.   I  think  he  did  mention  ~  I  recall  Bernie  did 

9  represent  Kaye,  Scholer.    I  don't  know  in  what  connection 

10  but  as  you  recall,  he  did  raise  Kaye,  Scholer's  name,  a  law 

1 1  firm  in  New  York,  in  that  discussion. 

12  Q      And  did  he  say  that  the  Office  of  Thrift 

13  Supervision  had  treated  Kaye,  Scholer  unfairly  and  had 

14  brought  Kay,  Scholer  to  their  knees  by  the  methods  they  had 

15  employed  in  that  litigation? 

16  A      I  don't  recall  the  details  of  the  discussion. 

17  Again,  I  recall  his  mentioning  of  Kaye,  Scholer  and  I  think 

18  it  was  in  regard  to  his  questioning  Ms.  Kulka's,  as  I 

19  recall,  both  judgment  and  impartiality. 

20  Q      Did  you  see  Mr.  Nussbaum  have  a  visceral 

21  reaction,  a  reaction  you  could  see  when  the  name  Ellen 

22  Kulka  was  mentioned  as  being  the  person  who  was  going  to  be 
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1  in  charge  of  the  decisionmaking  process  as  it  related  to 

2  Madison? 

3  A      Well,  he  certainly  raised  a  question  and  if  you 

4  know  Mr.  Nussbaum,  as  I  said,  he's  passionate  in  his 

5  presentations,  but  I  want  to  emphasize  he  was  no  more 

6  passionate  in  this  discussion  than  he  is  in  any  number  of 

7  other  situations. 

8  Q      But  he  was  as  passionate  in  this  one  as  he  is  in 

9  any  other  number  of  ones? 

10  A      He  was,  but  Bernie  can  get  passionate  about  what 

1 1  he  chooses  off  the  menu. 

12  Q      Was  it  your  understanding  that  Mr.  Nussbaum  was 

13  particularly  passionate  about  the  issue  of  how  the  Office 

14  of  Thrift  Services  had  dealt  with  Kaye,  Scholer  whom  he  had 

15  represented? 

16  A      I  was  under  the  distinct  impression  that  he  was 

17  unhappy  about  it. 

18  Q      Did  he  talk  about  -  strike  that.   Let  me  go  back 

19  to  the  meeting. 

20  When  the  meeting  ended,  what  did  you  do  after  the 

21  meeting  as  it  related  to  Whitewater  or  Madison,  not  did  you 

22  go  home  for  dinner? 
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1  A      I  got  up  and  walked  out. 

2  Q      Did  any  group  of  people  —  strike  that. 

3  Did  Mr.  Altman  and  Ms.  Hanson  leave  the  meeting? 

4  A      Yes.   The  meeting  was  over,  and  as  I  say,  there 

5  is  a  great  deal  of  business.    When  I  left,  they  left. 

6  Mr.  McLarty  was  not  around.   He  did  not  participate  in  the 

7  meeting  and  we  just  dispersed.    I  don't  recall  any 

8  postmeeting  among  either  White  House  people  or  with  Altman 

9  or  Ryan  —  I'm  sorry,  or  Hanson. 

10  Q      Did  any  group  of  people  remain  after  the  meeting 

11  to  discuss  the  events  of  the  meeting,  if  you  can  recall? 

12  A      Not  that  I  recall.    I  think  that  we  all  had  other 

13  things  to  go  and  do,  probably  running  behind  time. 

14  Q      Do  you  recall  at  the  meeting  there  being  a 

15  question  raised  by  Mr.  Nussbaum  about  how  Ms.  Kulka  had 

16  gotten  her  position  at  RTC? 

17  A      I  don't  know  whether  Nussbaum  raised  it  or  not. 

18  It's  my  best  recollection  that  there  was  some  discussion  of 

19  that.   And  my  recollection  is  that  Altman  had  either 

20  recommended  her  or  had  approved  her.    It  was  something  in 

21  connection  with  his  acting  status,  for  lack  of  a  better 

22  word,  as  head  of  the  RTC  that  he  had  been  involved  in  her 

146 

1  selection  and  at  the  very  least  had  approved  her 

2  selection.    But  again,  it  was  not  a  focus  of  the  meeting 

3  that  I  recall.    This  is  just  my  recollection  of  my 

4  impression  of  that. 

5  Q      Of  the  people  who  spoke  from  the  White  House  at 

6  the  meeting,  did  anyone  suggest  that  Mr.  Altman  should 

7  recuse  himself? 

8  A      I  don't  recall  anyone  saying  that  he  should.    I 

9  recall,  as  I've  testified  before,  that  at  least  Bernie 

10  Nussbaum  and  I  questioned  whether  he  needed  to,  but  all 

1 1  concerned  who  spoke  on  the  subject  said  --  made  it  very 

12  clear  that  it  was  up  to  Roger  Altman  to  make  that 

13  decision. 

14  (Pause.) 

15  Q      Mr.  Ickes,  it's  my  practice,  after  there's  been 

16  some  form  of  break,  to  ask  you  whether  there's  anything 

17  you'd  like  to  add  to  the  record,  expand  on  the  record  or 

18  make  any  correction  to  the  record  as  you  sit  here  now. 

19  A      No. 

20  Q      I'd  like  to  now  turn  your  attention  to  - 

21  following  the  meeting  of  February  2nd,  did  you  inform  your 

22  chief  of  staff,  Mr.  McLarty,  of  what  had  occurred  at  the 
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1  meeting? 

2  A      I  don't  recall  any  specific  conversation  with 

3  him,  as  I  sit  here  today,  but  I'm  confident  that  I  did. 

4  Q      Do  you  recall  whether  you  reported  what  you  had 

5  learned  of  the  meeting  to  the  President  of  the  United 

6  States? 

7  MR.  BENNETT:    I  think  that's  a  fair  question. 

8  THE  WITNESS:    I  wouldn't  use  the  word 

9  "reported."    I  recall  having  a  discussion  with  him,  or 

10  during  a  discussion  with  him  on  other  matters,  informing 

11  him  about  the  substance  of  the  conversation.   I  don't 

12  recall  when  that  occurred,  whether  it  occurred  shortly 

13  after  or  a  number  of  days  or  even  weeks  after,  but  I  recall 

14  informing  him  of  the  gist  of  what  had  occurred. 

15  BY  MR.  CODINHA: 

16  Q      Do  you  recall  —  did  you  have  occasion  to  brief 

17  the  First  Lady  of  the  United  States  about  the  subject 

18  matter  of  the  meeting? 

19  A      Again,  I  wouldn't  use  the  word  "brief."    I  recall 

20  informing  her  of  the  gist  of  the  meeting.    Again,  I  don't 

21  know  of  when  or  where. 

22 Q      Following  the  February  2nd  meeting,  did  you  come 
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1  to  have  another  meeting  with  Mr.  Altman  shortly  thereafter? 

2  A      On  this  matter? 

3  Q      On  this  matter. 

4  A      The  answer  is  yes. 

5  Q      And  when  did  that  meeting  occur? 

6  A      It  occurred,  as  I  recall,  within  a  day  or  so 

7  following  the  meeting  that  we've  discussed. 

8  Q      What  were  the  circumstances  under  which  you  met 

9  with  Mr.  Altman? 

10  A      My  best  recollection  is  that  it  was  in  the  west 

1 1  wing,  and  I  recall  it  being  on  the  second  floor,  which  is 

12  the  top  floor  of  the  west  wing,  and  my  best  recollection  is 

13  it  took  place  in  the  late  afternoon,  I  think,  in  connection 

14  with  one  of  the  6:00  health  care  meetings. 

15  Q      Was  this  a  meeting  in  which  anything  related  to 

16  Whitewater  was  discussed,  Whitewater,  Madison  or 

17  Mr.  Altman' s  recusal  issue? 

18  A      Not  that  I  recall.    I  think  it  was  as  we  were 

19  about  to  go  in  —  my  best  recollection  is  it  was  as  we  were 

20  about  to  begin  or  to  go  into  one  of  the  regular  6:00  health 

21  care  meetings. 

22  Q      And  what  was  discussed  at  that  time  —  strike 
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1  that. 

2  Who  was  present? 

3  A      I  think  that  myself,  Maggie  Williams  and  Roger 

4  Altman  were  present,  and  I  think  the  discussion  occurred 

5  either  in  the  hallway  outside  of  Maggie's  west  wing  office 

6  or  inside  her  west  wing  office.   I  don't  recall  where. 

7  Q      And  what  do  you  recall  the  discussion  being?   Who 

8  said  what  to  whom? 

9  A      I  don't  recall  the  exact  words  of  who  said  what 

10  to  whom.   The  gist  of  it  was  —  and  it  was  a  very  short,  in 

1 1  my  recollection,  less  than  a  minute  conversation  in  which 

12  Mr.  Altman  informed  me  and  if  Ms.  Williams  was  there, 

13  informed  her  that  he  had  decided  not  to  recuse  himself. 

14  Q      What  response  did  you  make  to  that,  if  any? 

15  A      Other  than  I've  heard  you,  I  don't  think  any. 

16  Q      And  what  response  did  Ms.  Williams  make  to  that, 

17  if  any? 

18  A      I  don't  recall  her  making  any  response,  but  I 

19  don't  recall  what  response,  if  any,  she  made. 

20  Q      What  do  you  recall  happening  next  after  that 

21  meeting? 

22 A      My  recollection  is  that  we  proceeded  with  a 
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1  meeting  on  health  care  in  Maggie's  office. 

2  Q      Do  you  recall  Ms.  Hanson  coming  to  that  second 

3  meeting?   When  I  say  the  "second  meeting,"  I  mean  the 

4  meeting  on  February  3rd. 

5  A      It  was  either  February  3rd  or  in  that  time 

6  period.    I  recall  seeing  Ms.  Hanson  either  in  the  hallway 

7  outside  of  Ms.  Williams's  second  floor  or  west  wing  office 

8  or  in  her  office,  and  I  recall  that  being  on  the  same  day 

9  that  Altman  told  me  and  Maggie  that  he  had  decided  not  to 

10  recuse  himself.    I  recall  seeing  Ms.  Hanson  in  the  office, 

1 1  however,  earlier  than  when  Mr.  Altman  told  us  about  his 

12  nonrecusal. 

13  Q      So  you  saw  Ms.  Hanson  first  and  it  was  after  that 

14  you  saw  Mr.  Altman? 

15  A      I'm  giving  you  my  best  recollection.   My 

16  recollection  is  I  saw  Ms.  Hanson  in  there  around  noon  or 

17  shortly  afternoon,  and  I  recall  Roger  informing  us  of  his 

18  decision  not  to  recuse  himself  late  in  the  afternoon. 

19  Q      Do  you  recall  having  a  conversation  with 

20  Ms.  Hanson  when  you  saw  her  in  the  west  wing? 

21  A      I  do. 

22  Q      And  what  do  you  recall  saying  to  Ms.  Hanson  and 
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1  what  do  you  recall  she  said  to  you? 

2  A      Hello.    Nice  to  see  you.    Good-bye. 

3  Q      Let  me  just  ask  you  now,  do  you  recall  whether 

4  this  meeting  between  you,  Ms.  Williams  and  Mr.  Altman  may 

5  have  occurred  around  lunchtime? 

6  A      It  could  have.   I'm  just  giving  you  my  best 

7  recollection,  but  I'm  not  saying  it  didn't. 

8  Q      Do  you  recall  that  Mr.  Altman  -  that  it  wasn't  a 

9  sit-down  meeting,  it  was  a  meeting  where  people  were 

10  conversing  standing  up? 

11  A      I  recall  that  the  three  of  us  were  conversing 

12  standing  up. 

13  Q      That  everybody  was  standing  up  and  conversing? 

14  A      Yes. 

15  Q      Do  you  recall  being  notified  by  Ms.  Williams  in 

16  advance  of  that  meeting  that  Mr.  Altman  wanted  to  come  over 

17  and  tell  you  something? 

18  A      She  may  well  have.    I  don't  recall. 

19  Q      Do  you  recall  whether  Ms.  Williams  asked  you  to 

20  come  up  to  her  second  floor  west  wing  office  to  be  there 
Zl  for  this  Altman  meeting? 

22 A      She  could  have.   I  don't  recall  it. 
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1  Q      Do  you  recall  that  when  you  saw  Ms.  Hanson, 

2  Ms.  Williams  was  still  present? 

3  A      Yes,  she  was. 

4  Q      Do  you  recall  when  you  talked  to  Ms.  Hanson,  you 

5  had  some  discussion  about  Mr.  Altman's  recusal  decision? 

6  A      I  don't  recall  it.    You  know,  we  could  have.   My 

7  recollection  is  as  I've  testified  before.    I  didn't  know 

8  Ms.  Hanson  other  than  meeting  her  at  the  February  2nd 

9  meeting,  and  my  recollection  is  that  I  literally  said 

10  hello,  nice  to  see  you,  good-bye.   It  was  a  30-second 

11  meeting,  if  you  can  characterize  that  as  a  meeting. 

12  Q      Do  you  recall  that  when  Ms.  Hanson  came, 

13  Mr.  Altman  had  already  left? 

14  A      As  I  said,  it  is  my  best  recollection  -  I'm  not 

15  saying  that  it  could  not  have  occurred  otherwise  ~  it's  my 

16  best  recollection  that  I  saw  and  said  hello,  nice  to  see 

17  you,  good-bye,  to  Ms.  Hanson  sometime  noon  or  shortly  after 

18  noon  that  day  and  that  the  meeting  that  I  described  to  you 

19  with  Mr.  Altman  and  Maggie  Williams  occurred  late 
10  afternoon.  I'm  not  saying  it  could  not  have  occurred 
l\  otherwise,  but  that's  my  best  recollection. 

'-2  Q      Do  you  recall  asking  Ms.  Hanson  when  you  saw  her 
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1  who  else  knew  about  Mr.  Altman's  consideration  that  he 

2  might  or  might  not  recuse  himself? 

3  A      I  don't  recall  discussing  with  Ms.  Hanson  at  all 

4  the  recusal  situation. 

5  Q      Do  you  recall  saying  to  Ms.  Hanson  it  will  look 

6  bad  if  people  know  that  Altman  was  considering  recusing 

7  himself? 

8  A      Same  answer  as  before.   The  answer  is  I  have  no 

9  recollection  of  that. 

10  Q      Do  you  recall  telling  Ms.  Hanson  it  would  be 

1 1  better  if  no  one  knew  that  Altman  was  considering  recusing 

12  himself? 

13  A      Same  answer  as  before. 

14  Q      Do  you  recall  Ms.  Hanson  saying  words  to  the 

15  effect  that  if  anybody  asked  her,  she  was  just  going  to  say 

16  that  he  had  decided  to  recuse  himself? 

17  A      Same  answer  as  before.    I  have  no  recollection 

1 8  whatsoever  of  that. 

19  Q      Following  your  discussion  with  Mr.  Altman,  do  you 

20  recall  discussing  his  decision  not  to  recuse  himself  with 

21  anyone  else  in  the  White  House? 

22 A      I  don't  recall  any  specific  discussions.   I 
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1  undoubtedly  did. 

2  Q      Do  you  recall  the  discussion  of  Mr.  Altman's 

3  decision  —  strike  that. 

4  Do  you  recall  the  matters  that  Mr.  Altman  had 

5  discussed  at  the  February  2nd  meeting  coming  up  at  the 

6  Whitewater  response  group  meetings? 

7  A      I  don't  recall  any  specific  discussion.   There 

8  probably  was,  but  I  couldn't  pin  the  time  or  date  or  a 

9  specific  meeting. 

10  Q      Do  you  recall  whether  at  some  point  in  February, 

1 1  Mr.  Eggleston  was  asked  to  prepare  a  chronology  relating  to 

12  Whitewater  and  Madison? 

13  A      Whether  he  was  asked  by  me? 

14  Q      Whether  he  was  asked  to  in  general.   Did  you  ever 

15  become  aware  of  that? 

16  A      There  were  discussions  about  the  need  to  prepare 

17  a  chronology,  and  that  was  a  discussion  that  was  — 

18  discussion  that  was  an  issue  that  was  referred  to  from  time 

19  to  time.   It  was  my  view  that  it  would  be  useful  to  have 

20  such  a  chronology  because  it  was  an  ever-expanding  group  of 

21  dates,  people  and  circumstances. 

22  Q      Did  you  ask  Mr.  Eggleston  to  create  such  a 
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1  chronology? 

2  A      I  may  have.   I  don't  recall  specifically,  but  I 

3  may  have.    I  recall  at  the  time  that  —  or  during  that 

4  whole  period,  that  it  would  be  a  useful  document  to  have  so 

5  everybody  could  have  reference  to  it. 

6  Q      Was  such  a  chronology  ever  prepared,  if  you  know? 

7  A      I  don't  think  that  such  a  chronology  was  ever 

8  prepared. 

9  Q      Do  you  know  a  reason  why,  if  you  believed  one  was 

10  necessary,  one  wasn't  prepared? 

11  A      I  think  it  was  the  press  of  time  and  the  press  of 

12  inquiries  from  the  press  in  trying  to  deal  with  responses, 

13  and  the  fact  that  all  of  us  involved  in  this  were 

14  responsible  for  other  areas.    I  myself  was  working 

15  basically  from  6:30  in  the  morning  until  8:00  or  10:00  at 

16  night,  involved  in  health  care  and  the  '94  elections,  and 

17  while  I  understand  this  is  the  focus  of  your  inquiry,  and 

18  it  was  important  to  the  White  House,  it  was  not  the  single 

19  factor  that  any  of  us  were  dealing  with. 

20  So  I  treated  it,  I  think  to  the  press  of  time 

21  that  it  was  never  put  together.    I'm  not  sure  that  one  was 

22  never  put  together  ultimately  but  during  the  time  period 
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1  we're  discussing  now,  I  do  not  think  one  was  put  together. 

2  Q      Did  you  become  aware  sometime  in  early  to 

3  mid-February  that  the  issue  of  Mr.  Altman's  recusal  or 

4  nonrecusal  had  become  moot? 

5  A      During  what  time  period? 

6  Q      Early  to  mid-February  from,  say,  the  8th  to  the 

7  15th  time  period  that  the  issue  of  whether  he  recused 

8  himself  or  not  had  become  moot? 

9  A      I  don't. 

10  Q      Do  you  recall  hearing  that  on  or  about  February 

11  11th  that  the  statute  of  limitations  had  been  extended  for 

12  another  few  years? 

13  A      I  recall  that,  and  I  don't  recall  either  the 

14  details  or  when  I  learned  of  it. 

15  Q      Was  that  a  subject  matter  that  was  discussed  by 

16  the  Whitewater  response  team  at  one  of  its  meetings? 

17  A      I'm  sure  it  was.    I  can't  recall  when  or  where. 

18  And  again,  I  just  want  to  point  out  by  this  time,  by  the 

19  time  we're  moving  into  February,  the  Whitewater  response 

20  team  was  meeting  on  an  very  irregular  basis  and  there  was 

21  discussions  going  on  in  the  White  House  about  whether  to 

22  have  somebody  else  basically  be  responsible  for  managing 
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1  the  press  response  to  Whitewater  other  than  myself. 

2  Q      Do  you  recall  Roger  Altman  testifying  before  the 

3  Senate  Banking  Committee  on  oversight  hearings  on  February 

4  24th?   Do  you  recall  learning  of  that? 

5  A      Yes. 

6  Q      Prior  to  that,  did  you  have  any  conversations 

7  just  prior  to  that  ~  when  I  say  "just  prior,"  within  a  few 

8  days  within  the  February  24th  hearings  with  Mr.  Altman? 

9  A      I  did. 

10  Q      When  do  you  recall  those  conversations  occurring? 

11  A      I  had  one  conversation. 

12  Q      When  do  you  recall  that  conversation  occurring? 

13  A      It  was  early  evening  of  the  day  immediately 

14  preceding  his  testimony  before  Senate  Banking. 

15  Q      What  was  the  occasion  that  you  had  contact  with 

16  Mr.  Altman? 

17  A      He  had  called  me  on  the  telephone. 

18  Q      Were  you  responding  to  his  call  or  you  just 

19  answered  the  phone? 

20  A      Well,  my  assistant,  Janice  Enright,  forwarded  the 

21  call.   I  was  in  Stephanopoulos's  office  —  George  and  I  are 

22  in  each  other's  offices  several  times  a  day  —  and  I  was  in 

158 

1  his  office  and  I  got  a  call  and  his  secretary  told  my 

2  assistant,  Janice  Enright,  that  I  had  a  call  and  she  said 

3  Roger  Altman  was  on  the  phone  and  I  said  put  him  through. 

4  Q      When  you  spoke  to  Mr.  Altman,  what  did  you  say  to 

5  him  and  what  did  he  say  to  you? 

6  A      The  gist  of  what  he  said  was  that  he  informed  me 

7  that  he  was  going  to  testify  before  Senate  Banking  the  next 

8  day.   I  knew  that  already.   He  said  he  was  considering 

9  recusing  himself.    During  that  —  immediately  preceding  or 

10  during  that  appearance  before  Senate  Banking,  he  wondered 

11  if  I  had  any  thoughts  on  the  subject,  said  that  he  was 

12  going  out  to  a  meeting,  that  he  was  on  his  way  out  to  a 

13  meeting  or  dinner  --  I  forget  which  —  he  expected  to  be 

14  back  between  8:30,  9:00,  I  forget  the  precise  time,  and  he 

15  asked  me  if  I  would  call  him  with  any  thoughts  I  had  on  the 

16  subject. 

17  I  asked  him  —  it  was  a  very  short  telephone 

18  conversation.    I  asked  him  whether  there  had  been  any 

19  change  of  circumstances  following  our  meeting  on 

20  February  2nd  and  his  subsequent  decision  not  to  recuse 

21  himself.   He  said  that  there  had  been  no  change  of 

22  circumstances,  and  I  said,  offhand,  I  didn't  see  a  need  for 
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1  him  to  recuse  himself,  but  I'd  think  about  it  and  get  back 

2  to  him.    It  was  a  very  short  phone  conversation. 

3  Q      Was  there  any  discussion  at  that  meeting  — 

4  MR.  BENNETT:    You  mean  in  that  call. 

5  BY  MR.  CODINHA: 

6  Q      I'm  sorry,  in  that  call  that  the  statute  of 

7  limitations  had  already  been  extended  on  Madison  so  the 

8  issue  of  recusal  might  have  been  moot? 

9  A      There  may  well  have  been.    It's  unclear  to  me 

10  when  you  say  the  issue  would  have  been  "moot."   If  it  had 

1 1  been  extended,  why  would  it  have  been  moot? 

12  Q      I'm  just  asking  you  whether  that  conversation 

13  took  place  on  the  telephone  call. 

14  A      I  don't  think  so.    I  don't  think  so  but  I  don't 

15  recall  it. 

16  Q      Did  you  take  this  call  on  a  speakerphone  in 

17  Mr.  Stephanopoulos's  office  or  was  it  a  direct  line  — 

18  A      Direct  line.    George  has  two  phones  in  his  office 

19  and  with  several  lines  on  it  and  as  I  recall,  I  was  seated 

20  in  a  chair  by  his  second  phone  and  I  took  the  phone  call 

21  there.   It  was  not  on  a  speakerphone. 

22 Q      Was  Mr.  Stephanopoulos  in  his  office? 
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1  A      George  was  there.    I  was  in  there  talking  to  him. 

2  Q      When  you  finished  the  phone  call  with  Mr.  Altman, 

3  did  you  talk  to  Mr.  Stephanopoulos  about  the  telephone  call 

4  you  just  received  from  Altman? 

5  A      I  did. 

6  Q      What  did  you  tell  Mr.  Stephanopoulos  about  the 

7  telephone  call? 

8  A      I  relayed  the  gist  of  it,  as  I've  stated  here. 

9  Q      Did  Mr.  Stephanopoulos  have  a  position  about  what 

10  you  had  discussed  with  Mr.  Altman? 

11  A      I  think  his  position  -  as  I  recall,  his  position 

12  was  the  same  as  mine.    If  there  had  been  no  change  of 

1 3  circumstances  and  neither  of  us  were  aware  of  any  change 

14  and  Mr.  Altman  had  indicated  there  had  not  been  any  change 

15  in  circumstances,  he  didn't  see  the  necessity  of 

16  Mr.  Altman's  recusal,  nor  did  I,  but  he  said  look,  it's  up 

17  to  Roger.   It's  his  decision  to  make. 

18  Q      Was  it  your  understanding  by  the  time  of  this 

19  telephone  call,  which  you've  described  as  occurring  on 

20  February  23rd,  that  there  was  increasing  press  clamor  from 

21  Mr.  Altman  to  recuse  himself? 

22  A      I  don't  recall.   Again,  there's  so  much  press  and 


2124 

161 

1  so  much  discussion  that  a  lot  of  this  has  really  merged.   I 

2  don't  recall  the  intensity  of  the  press  discussion  about 

3  that  issue  at  that  time. 

4  Q      Did  you  watch  Mr.  Altman  testify  before  the 

5  Senate  Banking  Committee  by  any  chance? 

6  A      I  did  not.    It  was  a  typically  very  busy,  long 

7  day  for  me  and  there  were  a  press  of  other  things  and  I  did 

8  not  watch  him. 

9  Q      Do  you  recall  a  telephone  call  on  or  about 

10  February  25th  that  was  made  to  Mr.  Altman? 

11  A      I  do. 

12  Q      In  which  you  participated? 

13  A      In  which  I  participated,  yes. 

14  Q      Who  made  the  phone  call? 

15  A      It  was  in  George's  office.    He  placed  the  call, 

16  George  Stephanopoulos,  that  is. 

17  Q      Had  you  planned  to  make  a  phone  call  with 

18  Mr.  Stephanopoulos? 

19  A      No. 

20  Q      What  were  the  circumstances  that  led  up  to  the 

21  phone  call? 

22 A      I  had  gone  up  to  see  George,  as  I  periodically 
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1  do,  or  he's  down  in  my  office  — 

2  MR.  BENNETT:    Keep  your  voice  up. 

3  THE  WITNESS:    I'm  sorry.    He  informed  me  that  he 

4  understood  that  Altman  had  had  a  conversation  earlier  that 

5  afternoon  with  an  employee  of  The  New  York  Times  and  during 

6  the  course  of  that  conversation,  Mr.  Altman  had  told  the 

7  employee  of  the  Times  that  he  was  either  recusing  himself 

8  or  stepping  down  from  the  RTC.    I  forget  what  technical 

9  phrase  was  used. 

10  And  I  don't  recall  George  telling  me  the  basis  or 

1 1  the  source  of  his  information,  and  I  suggested  that  why 

12  don't  we  call  Roger  to  see  what,  in  fact,  he  had  done 

13  because  there  had  been  some  —  as  I  recall,  he  had  not  -- 

14  he  had  not  recused  himself  during  the  Senate  Banking 

15  hearings  and  therefore,  that  information  came  as  a  total 

16  and  complete  surprise  to  me  and  to  George. 

17  BY  MR.  CODINHA: 

18  Q      When  Mr.  Stephanopoulos  called  Mr.  Altman,  were 

19  you  on  a  speakerphone? 

20  A      We  were. 

21  Q      And  what  was  said  —  who  said  what  to  whom  during 

22  this  telephone  conversation? 
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1  A      Again,  I  don't  recall  the  exact  conversations, 

2  but  the  gist  of  the  conversation  was,  from  my  end  and 

3  George's  end,  we've  heard  this,  is  it  true?   Altman  said 

4  that  he  had  had  a  conversation  earlier  that  afternoon.   I 

5  think  our  call  was  late-ish  afternoon  to  Altman.   Our  call 

6  to  Altman  was  late-ish  afternoon,  that  he  had  earlier  that 

7  afternoon  had  a  telephone  call  with  Howell  Rains,  who  is  an 

8  employee  of  The  New  York  Times. 

9  MR.  BENNETT:    I'm  not  sure  he  would  like  you  to 

10  describe  it  that  way. 

11  THE  WITNESS:   That's  what  I  understand. 

12  MR.  BENNETT:    I'm  being  silly.   Sorry. 

13  THE  WITNESS:    During  the  course  of  the 

14  conversation  with  Mr.  Rains,  he,  Roger,  I  think,  had  been 

15  told  by  Mr.  Rains  that  Mr.  Rains  was  going  to  write  a  very 

16  stiff  editorial  criticizing  Mr.  Altman  and  Mr.  Altman  --  I 

17  don't  know  if  in  response  to  Mr.  Rains's  information,  but 

1 8  during  the  course  of  that  conversation  with  Mr.  Rains,  told 

19  Mr.  Rains  he  was  either  going  to  recuse  himself  or  step 

20  down  as  acting  CEO  of  the  RTC. 

21  George  and  I  expressed  great  surprise  and  the 

22  great  surprise  was  not  that  he  had  recused  himself,  but  the 
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1  manner  in  which  he  had  recused  himself,  that  he  had  not 

2  notified  anybody  in  the  White  House  that  he  was  going  to  do 

3  so,  that  we  thought  it  would  have  been  useful  for  us  to 

4  know  since  we  were  obviously  going  to  be  asked  questions 

5  about  it  by  the  press,  and  that  was  basically  the  gist  of 

6  it. 

7  During  the  course  of  that  conversation,  Roger 

8  Altman  asked  if  he  should  say  anything  to  the  president  and 

9  I  think  it  was  George  who  suggested  you  might  consider 

10  writing  a  letter  to  the  president  which  he  subsequently 

1 1  did,  but  that  was  the  gist  of  the  conversation  as  best  I 

12  recall.   It  was  a  fairly  short  conversation. 

13  BY  MR.  CODINHA: 

14  Q      Were  you  able  to  determine  from  talking  to  Altman 

15  what  new  fact  he  had  divined  that  changed  his  opinion  on 

16  recusal? 

17  A      I  think  it  was  his  discussion  with  the  employee 

18  of  The  New  York  Times. 

19  Q      The  fact  that  an  editorial  was  going  to  be 

20  written  in  The  New  York  Times  was  the  thing  that  leaned  the 

21  balance  to  recusal? 

22  A      I  don't  recall  the  specific  discussion.   It  was 
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1  my  impression  that  Altman  felt  that  this  would  be  a  way  to 

2  blunt  criticism,  at  least  from  The  New  York  Times. 

3  Q      It  would  be  a  way  to  blunt  criticism  of  Roger 

4  Altman  from  The  New  York  Times? 

5  A      He  didn't  indicate  that.    I  think  he  was 

6  concerned  about  the  administration,  criticism  of  the 

7  administration. 

8  Q      Did  he  indicate  by  saying  that  he  had  gotten  - 

9  by  saying  he  would  recuse  himself  or  step  down  as  CEO,  that 

10  he  had  gotten  The  New  York  Times  to  agree  they  wouldn't 

1 1  write  an  editorial  piece  on  this  issue? 

12  A      No,  he  did  not. 

13  MR.  BENNETT:    Excuse  me.   Let  him  finish  his 

14  questions  before  you  answer  because  she  has  to  get  them 

15  down. 

16  THE  WITNESS:    I'm  sorry. 

17  BY  MR.  CODINHA: 

18  Q      Were  you  aware  before  - 

19  A      Am  I  answering  that  question? 

20  MR.  BENNETT:    You  just  both  can't  talk  at  once. 

21  THE  WITNESS:    I  agree  with  you.   I  don't  think  I 

22  gave  a  full  answer  to  the  question.   Would  you  mind  reading 
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1  it  back  to  me. 

2  (The  reporter  read  the  record  as  requested.) 

3  THE  WITNESS:    Let  me  just  fill  that  answer  out. 

4  No,  he  did  not,  and  in  fact,  it  was  my  impression 

5  that  the  Times  was  going  to  write  an  editorial  which  they, 

6  in  fact,  did. 

7  BY  MR.  CODINHA: 

8  Q      Was  there  any  discussion  with  Mr.  Altman  or 

9  criticism  of  Mr.  Altman  for  recusing  himself  to  The  New 

10  York  Times  because  they  were  going  to  write  an  article? 

11  A      I'm  sorry?   Say  that  again. 

12  Q      Was  there  any  discussion  with  Mr.  Altman  or 

1 3  criticism  of  Mr.  Altman  that  the  reason  why  apparently  he 

14  was  recusing  himself  was  because  there  was  going  to  be  an 

1 5  adverse  or  stiff  editorial  by  The  New  York  Times? 

16  A      Not  that  I  recall.   The  gist  and  the  thrust  of 

17  the  conversation  from  George  Stephanopoulos's  and  my  end 

18  was  surprise,  great  surprise  at  the  way  he  had  decided  to 

19  recuse  himself,  not  the  fact  he  had  recused  himself.    I 

20  don't  think  we  —  I  don't  recall  any  specific  discussion 

21  about  The  New  York  Times,  per  se. 

22  Q      Was  anything  said  in  the  conversation  with 
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1  Altman,  that  you  were  a  part  of,  about  the  fact  that  Bill 

2  Clinton,  the  President  of  the  United  States,  was  furious 

3  about  Altman 's  recusal? 

4  A      I  don't  recall  that.    I  myself  had  not  talked  to 

5  the  president  since  between  when  I  first  learned  of  it  and 

6  the  phone  conversation,  which  was  no  more  than  five 

7  minutes.    I  don't  know  where  the  president  was  that  day.    I 

8  did  not  know  whether  George  had  talked  to  the  president 

9  about  it  or  not,  so  to  the  best  of  my  recollection,  there 

10  was  no  discussion  about  the  president's  state  of  mind,  if 

1 1  any,  on  this  subject. 

12  MR.  BENNETT:    May  I  ask,  were  you  limiting  the 

13  question  to  the  president  being  furious  about  recusal  or 

14  about  the  way  in  which  he  recused  himself? 

15  MR.  CODINHA:    Recusal. 

16  BY  MR.  CODINHA: 

17  Q      Let  me  ask  the  question.   Were  you  aware  whether 

18  the  president  was  furious  —  strike  that. 

19  Was  anything  said  to  Mr.  Altman  on  the  phone  that 

20  the  president  was  furious  about  the  way  in  which  Mr.  Altman 

21  had  recused  himself? 
22 A      No.   As  I  recall,  the  most  that  was  said  —  first 
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1  of  all,  I  hadn't  talked  to  the  president  so  I  had  no  reason 

2  to  know  what  his  state  of  mind  would  have  been  or  his 

3  attitude.   I  don't  recall  George  telling  me  anything  about 

4  the  president's  attitude,  and  at  most,  what  I  recall  him 

5  saying  was  we  thought  the  president  would  be  as  surprised 

6  as  we  were  in  the  way  it  was  done,  not  the  fact  that  he  had 

7  recused  himself. 

8  And  I  think  it  was  in  response  to  that  that 

9  Altman  said  what  should  I  do  to  discuss  this  with  the 

10  president,  which  in  my  recollection,  George  suggested  he 

1 1  might  think  about  writing  him  a  letter. 

12  Q      Do  you  know  who  Jay  Stephens  is? 

13  A      I  do  now. 

14  Q      Did  you  know  who  Jay  Stephens  was  on  or  about 

15  February  25,  1994? 

16  A      I  don't  recall  when  I  first  learned  about  his 

17  name  and  who  he  was.   It  was  around  that  time,  and  it  could 

18  have  been  shortly  before.   It  could  have  been  on  or  about 

19  the  25th.   It  could  have  been  shortly  after.   I  do  not 

20  recall  when  I  first  learned  about  it.    I  had  never  learned 

21  of  him,  however,  before  that  time  period. 

22  Q      Did  you  understand  at  or  around  this  time  Jay 
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1  Stephens  had  been  the  former  United  States  attorney  for  the 

2  District  of  Columbia? 

3  A      I  learned  that. 

4  Q      Did  you  learn  at  or  about  this  time  that  he  was 

5  one  of  the  U.S.  attorneys  who  had  been  asked  to  resign  when 

6  President  Clinton  came  in  to  office? 

7  A      It  was  my  understanding  that  the  president  had 

8  asked  all  United  States  attorneys  for  their  resignation  and 

9  he  was  one  of  them  and  he  had  been  bitterly  vocal  about  it 

10  and  was  considered  by  many  to  be  a  very  highly  partisan 

1 1  Republican. 

12  Q      And  an  outspoken  critic  of  the  administration? 

13  A      That's  what  I  was  told. 

14  Q      Did  you  become  aware  at  or  about  the  time  of 

15  February  25th  that  Mr.  Stephens  had  been  hired  by  the 

16  Resolution  Trust  Corporation  to  handle  the  Madison  case  for 

17  the  Resolution  Trust  Corporation? 

18  A      I  did  come  to  learn  that.   I  don't  recall  when. 

19  It  was  in  this  time  period.    Whether  before,  on  or  before 

20  the  25th  or  after,  I  don't  recall.   But  I  recall  learning 

21  that  and  I  recall  learning  I  think  it  was  his  firm  — 

22  Madison,  Pillsbury  — 
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1  Q      Pillsbury,  Madison? 

2  A      Which  I  gather  is  headquartered  in  San  Francisco 

3  had  been  retained  through  some  modified  RFP  process  to 

4  assist  the  general  counsel  of  RTC  in  conducting  its 

5  investigation  that  we've  talked  about  earlier. 

6  Q      What  was  your  source  of  information  on  how  that 

7  retention  had  been  made? 

8  A      I  don't  know.   It  could  have  been  from  Altman. 

9  It  could  have  been  from  people  in  the  White  House.   It 

10  could  have  been  from  the  general  counsel's  office.   I 

1 1  recall  getting  that  information. 

12  Q      Did  you  get  it  as  a  request  from  someone  to  find 

13  out  how  that  had  happened? 

14  A      I  don't  recall  being  specifically  requested  to 

15  find  out  about  it.    I  think  I  was  curious  about  it  and 

16  wanted  to  find  out  about  it,  how  it  had  happened. 

17  Q      Do  you  recall,  in  this  telephone  conversation 

18  that  you  and  Mr.  Stephanopoulos  had  with  Mr.  Altman,  a 

19  discussion  about  Jay  Stephens  occurring? 

20  A      We  could  have.   As  I  sit  here  today,  I  don't 

21  remember  a  specific  discussion,  but  we  may  well  have, 

22  assuming  that  I  knew  about  it  at  that  time  and  as  I  say,  I 
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1  can't  place  the  exact  time  I  learned  about  Stephens. 

2  Q      Do  you  recall  there  being  a  discussion  with 

3  Mr.  Altman  at  that  time  about  whether  Mr.  Stephens  could  be 

4  gotten  rid  of  as  the  lawyer  that  the  RTC  had  hired  to 

5  handle  the  case? 

6  A      At  that  time  meaning  on  the  25th? 

7  Q      In  this  telephone  call.   I'm  asking  specifically 

8  about  the  telephone  call. 

9  A      I  don't  recall  that,  but  as  I  say,  we  could  have 

10  discussed  Stephens.    I  don't  recall  any  discussion  about 

1 1  getting  rid  of  him.    It  was  my  understanding  that  his  firm 

12  had  been  retained.    But  again,  I  want  to  make  clear  to  you 

13  I  don't  recall  when  I  learned  that  information. 

14  Q      Do  you  remember  whether  there  was  any  discussion 

15  with  Mr.  Altman  on  the  telephone  call  with  you  and 

16  Mr.  Stephanopoulos  about  whether  Mr.  Stephens  or  his  firm 

17  could  be  fired  from  representing  the  RTC  in  representing 

18  Madison  in  this  case? 

19  A      I  do  not.    I  do  not  recall  any  discussion  about 

20  that.   Again,  it  was  my  understanding  from  the  beginning 

21  that  his  firm  had  been  retained  and  it  was  nailed  down. 

22 Q      When  you  say  it  was  your  understanding  from  the 
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1  beginning,  that  his  firm  had  been  retained  from  the 

2  beginning  and  it  was  nailed  down,  what  do  you  mean  by  the 

3  phrase  "it  was  nailed  down"? 

4  A      Whatever  arrangements  had  been  made,  whatever 

5  factual  arrangements  had  been  made  between  his  firm  and  the 

6  RTC  were  in  place. 

7  Q      Who  told  you  that? 

8  A      I  can't  recall.    I  really  don't  know. 

9  Q      Did  you  understand  there  were  contractual 

10  arrangements,  there  was  some  kind  of  written  agreement? 

11  A      No,  I  didn't  understand  there  was  a  written 

12  agreement  per  se  but  —  that  the  situation  was  no  longer 

13  whether  RTC  was  considering  retaining  him,  that  the 

14  retention  had  been  consummated. 

15  Q      Do  you  recall  discussing  that  subject  with 

16  Mr.  Stephanopoulos? 

17  A      I'm  sure  I  did.    I  don't  recall  when,  but  I'm 

18  sure  did  I. 

19  Q      Do  you  recall  Mr.  Stephanopoulos  being  angry 

20  about  the  subject  that  the  RTC  had  retained  Jay  Stephens, 

21  an  outspoken  critic  of  Mr.  Clinton  and  the  White  House,  to 

22  investigate  the  Madison  case? 
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1  A      I  wouldn't  use  the  word  "angry."    I  think  that 

2  those  of  us  who  were  focusing  on  this,  including  myself, 

3  were  very  concerned  because  of  his  highly  partisan  and 

4  outspoken  and  critical  attitude  towards  the  administration. 

5  Q      How  did  you  show  your  concern? 

6  A      I  expressed  it  to  George  and  to  others  in  the 

7  administration.    It  was  my  understanding  that  there  was 

8  nothing  that  could  be  done  about  it.   The  firm  had  been 

9  retained,  and  that  was  it. 

10  MR.  BENNETT:   To  put  that  in  context,  now  that 

11  he's  absolutely  furious,  he  has  to  spend  Sunday  here  and 

12  right  now  he's  absolutely  furious. 

13  BY  MR.  CODINHA: 

14  Q      What  was  Mr.  Stephanopoulos's  response  to  the 

15  fact  that  Mr.  Stephens  had  been  hired? 

16  A      As  I've  testified  before,  very  concerned,  as  was 

17  I,  very  concerned. 

18  Q      How  did  he  manifest  his  concern? 

19  A      He  said  he  was  concerned. 

20  Q      Did  he  yell? 

21  A      George  does  not  yell.    He's  the  opposite  of 

22  Bernie. 
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1  Q      Did  he  throw  anything  around  the  room? 

2  A      George  Stephanopoulos,  that  is  not  his  demeanor. 

3  That  is  not  how  he  acts.    He's  a  very  low-key, 

4  even-tempered,  calm,  cool  and  collected  individual.    He 

5  doesn't  yell  and  scream  and  throw  things  around  the  room. 

6  Q      Have  you  seen  Mr.  Stephanopoulos  blow  off  steam? 

7  A      Yes.    I  remember  he  and  I  walking  down 

8  Independence  Avenue  in  a  snowstorm  once  and  we  couldn't  get 

9  a  cab,  and  he  was  angry  we  couldn't  get  a  cab.   The  fact  is 

10  George  was  concerned.    I  was  concerned  and  others  were 

1 1  concerned,  as  I  said,  because  of  the  highly  partisan  nature 

12  of  Mr.  Stephens,  at  least  that's  been  described  to  me  and  I 

13  gather  was  the  general  understanding  among  people  who  knew 

14  of  him  or  about  him. 

15  Q      Did  Mr.  Stephanopoulos  indicate  to  you  that  he 

16  had  called,  prior  to  this  telephone  call  or  after  this 

17  telephone  call,  that  he  had  called  Josh  Steiner  at  the 

18  Treasury  Department? 

19  A      He  did  not.    I  don't  recall  him  talking  to  me 

20  about  —  let's  back  up.    Call  Josh  Steiner  about  what? 

21  Q      About  the  subject  of  both  Mr.  Altman's  recusal 

22  and  Mr.  Stephens's  hiring. 
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1  A      I  don't  recall  George  telling  me  about  any 

2  conversation  he  had  had  with  Steiner  on  that  subject.   I 

3  mean,  he  may  well  have,  but  as  I  sit  here  today,  I  don't 

4  recall. 

5  Q      Let  me  ask  you  about  either  one  of  them.    Do  you 

6  recall  Mr.  Stephanopoulos  telling  you  he  had  called 

7  Mr.  Steiner  either  before  or  after  this  Altman  telephone 

8  call  about  the  subject  of  recusal? 

9  A      As  I've  testified  before,  I  don't  recall  his 

10  telling  me  the  basis  of  his  knowledge  about  the  recusal  and 

11  therefore,  I  don't  have  a  recollection  of  his  telling  me 

12  that  he  had  talked  to  Steiner  before  he,  George  and  I 

13  called  Altman.   I'm  not  saying  he  didn't  do  that.    I  don't 

14  have  a  recollection  of  it. 

15  Q      Did  Mr.  Stephanopoulos  tell  you  he  had,  either 

16  before  or  after  the  telephone  call  in  which  he 

17  participated,  say  that  he  had  called  Mr.  Steiner  about  the 

18  subject  of  Mr.  Stephens's  hiring  by  the  RTC? 

19  A      I  don't  recall  his  telling  me  about  any 

20  conversation  he  had  with  Steiner  about  Stephens. 

21  Q      It  has  been  widely  reported  in  the  media  that 

22  Mr.  Stephanopoulos  did  have  a  conversation  with  Mr.  Steiner 
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1  about  these  subjects  and  that  Mr.  Stephanopoulos  has  said 

2  that  he  blew  off  steam  or  words  to  that  effect  in  the 

3  media. 

4  Have  you  had  any  conversations  with 

5  Mr.  Stephanopoulos  since  that  time  about  any  conversation 

6  he  might  have  had  with  Mr.  Steiner  on  these  subjects? 

7  A      Well,  as  I  recall,  it  was  the  subject  of  a  Time 

8  magazine  front  page,  front  cover  article  I  think  several 

9  weeks  —  two  weeks,  three  weeks,  I  don't  recall  the  exact 

10  date  of  that,  in  which  the  photographs  and  pictures  of  the 

1 1  president  and  Stephanopoulos  were  on  there.   George  and  I 

12  were  the  subject  of  or  part  of  the  subjects  of  the  articles 

13  about  this  whole  thing.    So  the  answer  is  yes,  I  was  aware 

14  of  that. 

15  Q      Did  you  have  conversations  with 

16  Mr.  Stephanopoulos  about  that  subject? 

17  A      I  think  I  recall  talking  to  him,  having  several 

18  conversations  with  him  about  the  pending  Time  magazine 

19  article. 

20  Q      And  what  did  Mr.  Stephanopoulos  tell  you  about 

21  the  conversation? 

22  A      I  don't  think  ~  I  didn't  go  into  much  detail 
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1  about  it.   I  think  as  I  recall,  he  may  have  told  me  that  he 

2  talked  to  Josh  Steiner.   I  didn't  know  who  Josh  —  I  knew 

3  who  he  was,  but  I  don't  think  I  ever  met  him,  and  I  don't 

4  think  he  —  I  don't  recall  him  characterizing  his 

5  discussions  with  Steiner.    I  think  he  did  tell  me  he  had 

6  raised  a  concern  about  Jay  Stephens,  which  was  in  the 

7  ordinary  course  as  far  as  we  were  concerned.   We  were  all 

8  concerned  about  Stephens. 

9  Q      At  or  around  the  time  of  these  telephone  calls  of 

10  February  25th,  do  you  recall  there  being  discussions  in  the 

11  White  House  about  having  Jay  Stephens  or  Jay  Stephens's 

12  firm  fired? 

13  A      Discussions  that  I  was  party  to? 

14  Q      Yes. 

15  A      No. 

16  Q      Were  you  present  when  such  discussions  were  had? 

17  A      Not  that  I  recall.   My  very  distinct  impression 

18  was  that  his  firm  had  been  hired  and  that  they  were  going 

19  forward.    I  don't  even  know  when  the  firm  had  been  hired. 

20  It  was  my  understanding  they  had  been  hired  or  retained 

21  sometime  in  the  past.   There  were  certainly  great 

22  expressions  of  concern  around  the  White  House  by  a  number 
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1  of  different  people.    I  don't  recall  any  specific 

2  discussions  about  trying  to  get  the  firm  unretained. 

3  Q      Do  you  recall  there  being  discussions  that 

4  someone  ought  to  find  out  whether  it  was  a  done  deal  in 

5  terms  of  them  being  retained  or  whether  it  was  still  in 

6  play  and  something  could  be  done? 

7  A      It  was  my  impression  that  nothing  could  be  done, 

8  that  it  was  not  in  play.   As  I  testified  before,  I'm  sure 

9  there  were  people  who  raised  that  as  a  question.    I  don't 

10  remember  any  specific  conversations  about  it  or  any 

11  details.    I  would  be  surprised  if  there  weren't  such 

12  discussions  or  at  least  questions. 

13  Q      When  you  wanted  to  determine  what  the  process  was 

14  for  the  hiring  of  Jay  Stephens  or  Jay  Stephens's  firm,  how 

15  did  you  attempt  to  find  that  information  out? 

16  A      As  I  said,  I've  testified  to  that  before. 

17  Q      Do  you  remember  what  steps  you  took? 

18  A      I  think  I've  testified  before,  I  talked  to  -  I 

19  probably  talked  to  —  I  may  have  talked  to  Altman  although 

20  I  don't  recall  a  specific  discussion  with  Altman.    And  I 

21  probably  talked  to  either  Bernie  Nussbaum  or  other  people 

22  in  the  counsel's  office  who  jnay  have  had  more  information 
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1  on  that  than  I,  but  it  was  my  very  distinct  impression  from 

2  my  inquiries  that  it  was  no  longer  in  play,  to  use  your 

3  phrase,  and  that  his  retention  or  his  firm's  retention  had 

4  been  consummated  and  they  were  going  forward  with  them. 

5  Q      After  Mr.  Altman  testified  on  February  24th,  do 

6  you  recall  any  occasion  on  which  you  reviewed  his 

7  testimony? 

8  A      I  think  that  I  was  sent  a  transcript  of  his 

9  testimony,  and  I  do  not  think  I  read  the  whole  thing. 

10  Q      Do  you  recall  who  sent  you  a  transcript  of  his 

1 1  testimony? 

12  A      I  don't.   As  I  recall,  I  think  Neil  Eggleston 

13  from  the  counsel's  office  had  been  monitoring  the  hearing. 

14  He  may  have  sent  it  to  me.    It  may  have  been  the 

15  legislative  office  —  our  legislative  office,  which  is 

16  headed  by  Pat  Griffin,  who  also  monitors  congressional 

17  matters  that  pertain  ~  if  the  White  House  has  interest  in 

18  and  they  often  get  transcripts.   It  may  have  been  sent  down 

19  as  a  matter  of  routine  which  stuff  like  that  was  sent  to  my 

20  office. 

21  Q      For  what  purpose  was  it  sent  to  your  office,  if 

22  you  know? 
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1  A      Basically  a  matter  of  routine.   Griffin  knew 

2  that  —  and  people  in  his  office,  the  legislative  office 

3  knew  that  I  was  particularly  involved  with 

4  Madison/Whitewater  matters  and  as  a  matter  of  routine  they 

5  would  send  it  down  to  me.    I  was  also  deputy  chief  of 

6  staff.   They  would  send  a  lot  of  stuff  to  me. 

7  Q      When  you  reviewed  the  testimony  —  did  you  review 

8  any  part  of  the  testimony? 

9  A      I  think  I  reviewed  a  very  small  part  of  it.    It's 

10  my  recollection  I  had  already  read  press  accounts  of  the 

1 1  pertinent  parts  of  the  testimony  and  it  was  a  fairly 

12  lengthy  document  and  given  the  press  of  time,  I  don't  think 

13  I  reviewed  it  other  than  maybe  looked  at  the  cover  page  and 

14  the  first  few  pages. 

15  Q      Did  you  become  aware  of  meetings  at  the  White 

16  House  that  were  taking  place  which  related  to  the  accuracy 

17  of  Mr.  Altman 's  testimony? 

18  A      I  have  subsequently  become  aware  of  those.   At 

19  the  time  ~  the  answer  is  I  was  not  aware  at  the  time  any 

20  such  meetings,  in  fact,  occurred,  assuming  that  they  did 

21  occur,  I  was  not  aware  of  them.    I  did  become  aware  that 

22  Mr.  Altman  sent  two  or  three  or  four  letters  to  Senate 
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1  Banking  clarifying  certain  aspects  of  his  testimony.   I 

2  received  copies  of  those  letters.   I  was  not  involved  in 

3  the  drafting  of  those  letters  and  I  don't  know  who  was 

4  involved.   I  assume  Treasury  people  and  Altman,  but  I  don't 

5  know  who  beyond  that  was  involved. 

6  Q      What  was  the  purpose  of  you  receiving  copies  of 

7  those  letters,  if  you  know? 

8  A      Again,  I  was  very  involved  in  Whitewater, 

9  although  to  a  much  lesser  extent  during  this  time  period 

10  and  those  things  routinely  came  to  my  office. 

1 1  Q      Did  you  read  them  when  they  came  in? 

12  A      I  did. 

13  Q      Did  you  discuss  them  with  anyone  else  as  to  their 

14  accuracy? 

15  A      I  don't  think  I  did.    I  assumed  that  they  had 

16  originated  with  Altman  and  Treasury  people. 

17  Q      And  these  letters  were  on  March  2nd,  March  3rd, 

18  March  11th,  and  March  21st  or  approximately  those  dates? 

19  A      Those  are  your  dates. 

20  Q      Did  it  surprise  you  when  you  received  these 

21  letters  that  this  expansion  of  testimony  was  requiring  a 

22  letter  writing  campaign  by  Mr.  Altman? 
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1  A      I  wasn't  surprised  or  unsurprised.   It's  not 

2  unusual  sometimes  for  people  to  review  their  testimony  and 

3  make  certain  clarifications. 

4  Q      When  you  read  the  letters  ~  when  you  read  the 

5  letter  of  March  2nd,  did  you  read  it  at  or  about  the  time 

6  it  was  sent,  if  you  can  recall? 

7  A      Probably. 

8  MR.  BENNETT:    Don't  guess.   Don't  guess. 

9  THE  WITNESS:    There's  always  some  delay  when 

10  stuff  circulates  through  the  White  House  system.   I  don't 

1 1  know  when  I  received  that  letter.   I  recall  receiving  three 

12  or  four  letters.    It  was  my  understanding  that  I  received 

1 3  all  of  the  letters  that  was  sent  out.   They  were  also 

14  fairly  widely  reported  in  the  news  media,  as  I  recall. 

15  BY  MR.  CODESfHA: 

16  Q      Do  you  recall,  when  you  read  the  letter  of  March 

17  2nd  of  1994,  whether  you  believed  it  was  accurate  when  you 

18  read  it? 

19  A      You'd  have  to  let  me  look  at  the  letter. 

20  Q      I  didn't  mean  to  hold  it  from  you.    I'm  looking 

21  at  page  336  of  the  hearing  before  the  Committee  on  Banking, 

22  Housing  and  Urban  Affairs,  United  States  Senate,  which  was 
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1  held  on  February  24,  1994  and  page  336. 

2  (Witness  conferred  with  counsel.) 

3  A      What's  your  question? 

4  Q      My  question  is  when  you  read  that  letter  which 

5  appears  on  page  336  at  or  about  the  time  it  was  sent,  did 

6  you  believe  it  was  accurate? 

7  A      Well,  I  don't  know  what  was  in  his  knowledge  or 

8  not  in  his  knowledge.    I  had  no  reason  to  believe  it  was 

9  not  —  as  I  recall,  I  had  no  reason  to  believe  it  was  not 

10  accurate. 

11  Q      I'd  like  to  turn  your  attention  to  page  337,  the 

12  letter  of  March  3rd,  1994.    I'd  like  you  to  read  that. 

13  A      I  had  no  reason  to  believe  that  it  was  incorrect. 

14  Q      My  term  actually  was  whether  it  was  accurate  or 

15  inaccurate.   Did  you  believe  it  was  accurate? 

16  (Witness  conferred  with  counsel.) 

17  A      I  think  I've  testified  before  that  there  was  no 

18  discussion,  as  I  recall,  no  discussion  of  the  substance  of 

19  the  civil  investigation,  and  I  had  no  reason  to  believe 

20  that  that  letter  was  inaccurate. 

21  Q      I'd  like  to  show  you  the  letter  on  page  338  of 

22  March  11,  1994.   Would  you  read  that. 
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1  A      The  March  11th  letter? 

2  Q      The  March  11th  letter,  yes. 

3  A      I  think  I've  testified  -  my  testimony  is 

4  consistent  with  that  letter.   I  had  no  reason  to  believe  ~ 

5  I  think  that  letter  is  accurate. 

6  MR.  BENNETT:    Harold,  keep  up  your  voice,  please. 

7  THE  WITNESS:   My  prior  testimony,  I  think,  is 

8  consistent  with  that  letter.   When  we  discussed  the 

9  meeting  —  the  short  meeting  that  I  had,  and  maybe  Maggie 

10  Williams,  with  Altman  and  I  had  no  reason  to  believe  —  I 

1 1  think  that  letter  is  accurate. 

12  BY  MR.  CODINHA: 

13  Q      And  I'd  like  to  ask  you  about  the  letter  which 

14  appears  on  page  339,  the  letter  of  March  21,  1994  and  I'd 

15  ask  you  the  same  question.   Do  you  believe  that  letter  is 

16  accurate? 

17  MR.  BENNETT:   When  you  say  "accurate,"  the 

18  essence  of  the  letter? 

19  MR.  CODINHA:    No,  the  information  contained  in 

20  the  letter,  is  it  accurate? 

21  MR.  BENNETT:    Do  you  want  us  to  go  line  by  line, 

22  because  there  are  things  which  he  could  not  possibly  know 
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1  about. 

2  MR.  CODINHA:   The  things  that  he  knows  about. 

3  MR.  BENNETT:    Things  that  he  knows  about,  all 

4  right. 

5  THE  WITNESS:    But  that  doesn't  answer  the 

6  question  because  my  answer  would  imply  that  I  know  about 

7  everything  in  this  letter,  so  if  you  want  a  line  by  line, 

8  I'll  do  a  line  by  line. 

9  MR.  BENNETT:    No,  please  don't  do  that.   Which 

10  letter  are  we  talking  about? 

11  THE  WITNESS:    It  says  here  in  the  March  11,  1994 

12  for  obvious  reasons,  I've  been  reviewing  all  of  my  files 

1 3  and  other  information  which  possibly  could  refer  to  this 

14  matter.    I  have  no  idea  whether  he  was  accurate.    I  have  no 

15  idea  whether  that's  accurate  or  not. 

16  BY  MR.  CODINHA: 

17  Q      In  that  same  letter,  the  March  11  letter,  he  says 

18  at  neither  meeting,  which  he's  referring  to  the  meetings 

19  above,  did  he  seek  advice  nor  was  it  given. 

20  Did  you  think  that  was  accurate,  that  Mr.  Altman 

21  neither  sought  advice  nor  was  given  advice? 

22 A      You're  looking  at  the  March  11th  letter? 
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1  Q      I  just  picked  March  1 1th  at  random,  yes. 

2  A      Which  meetings  —  let  me  see  what  meetings  he's 

3  referring  to.    In  my  view,  that  was  accurate.    He  didn't 

4  seek  advice.    He  informed  us.   We  informed  him. 

5  Q      Did  you  think  he  was  given  advice? 

6  A      No. 

7  Q      You  don't  believe  that  the  White  House  opining 

8  that  they  didn't  believe  he  needed  to  recuse  himself  was 

9  giving  him  advice? 

10  A      It  wasn't  giving  him  advice.    It  was  a  matter  of 

1 1  opinion,  but  the  critical  aspect  of  that  meeting  in  my  view 

12  was  that  it  was  entirely  up  to  him  as  to  whether  or  not  he 

13  was  going  to  recuse  himself. 

14  Q      And  in  the  two  previous  letters,  the  letter  of 

15  March  2nd  and  the  letter  of  March  3rd,  where  he  says  in  the 

16  letter  of  March  2  "as  I  indicated,  no  nonpublic  information 

17  was  provided  at  that  meeting  on  any  aspect  of  the  Madison 

18  Guaranty  matter." 

19  Did  you  believe  that  was  accurate? 

20  A      I  had  no  reason  to  believe  it  was  not  accurate. 

21  Q      Did  you  believe  that  the  information  that  the  RTC 

22  would  not  be  able  to  prepare  the  case  to  the  satisfaction 
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1  of  the  general  counsel  at  the  RTC  before  the  statute  of 

2  limitations  would  run  on  the  Madison  case  was  a  matter  of 

3  public  record? 

4  A      I  had  no  reason  to  believe  that  it  wasn't.   I 

5  don't  think  —  I  don't  think  it  was  the  subject  of  press 

6  accounts,  but  I  had  no  reason  to  believe  it  was  a 

7  confidential,  nonpublic  matter. 
Q      Was  there  any  reason  you  believed  that  it  was 

9  public? 

10  A      No,  but  that  doesn't  answer  the  whole  question. 

11  MR.  BENNETT:    When  you  say  "public,"  do  you  mean 

12  outside  of  the  RTC,  if  Senator  D'Amato  had  the 
[3  information? 

14  BY  MR.  CODINHA: 

15  Q      Mr.  Altman  is  saying  in  his  letter  "as  I 

16  indicated,  no  nonpublic  information  was  provided  at  that 

17  meeting  on  any  aspect  of  the  Madison  Guaranty  matter." 

18  Now  that's  what  Mr.  Altman  is  saying,  it's  not 

19  what  I'm  saying. 

>0  MR.  BENNETT:    But  isn't  Mr.  Altman  in  the  best 

l\  position  to  make  that  statement.   You're  sort  of  asking  my 

22  client  -  go  ahead. 
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1  BY  MR.  CODINHA: 

2  Q      I  want  to  know  whether  you  believed  that  that 

3  piece  of  information,  that  the  RTC's  general  counsel  would 

4  not  be  able  to  prepare  their  case,  according  to  Mr.  Altman 

5  before  the  statute  of  limitations  had  run,  was  a  matter  of 

6  public  record? 

7  A      Well,  I  don't  know  what  you  mean  by  "public 

8  record."   I  was  not  on  the  impression  that  this  was  a 

9  confidential,  secret  piece  of  information.    He  had  already 

10  shared  it  with  us. 

11  Q      As  far  as  you  knew,  was  that  the  -  as  far  as  you 

12  knew  who  knew  about  that,  the  people  at  the  White  House 

13  meeting? 

14  A      I  didn't  know  who  knew. 

15  MR.  BENNETT:    I  don't  think  that's  fair  because 

16  it's  in  the  record  that  point  one  of  the  talking  points  was 

17  eight  Republican  senators  wanted  a  tolling  agreement.   Why 

18  would  you  want  a  tolling  agreement  unless  there  was  some 

19  knowledge  outside  of  RTC  on  these  matters? 

20  MR.  CHERTOFF:    Let's  not  have  the  argument 

21  between  counsf  \   The  hour  is  late. 

22  BY  MR.  CODINHA: 
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1  Q      Let  me  ask  the  questions.   As  far  as  you  knew  at 

2  the  time  that  the  March  2,  1994  letter  was  written  and  you 

3  reviewed  it,  and  this  reflected  back  on  the  February  2nd 

4  meeting,  had  Mr.  Airman  announced  publicly  that  he  was  not 

5  going  to  be  the  one  who  made  the  decision  as  to  the  Madison 

6  case? 

7  A      Could  you  repeat  the  question. 

8  MR.  CODINHA:    Would  you  read  the  question  back. 

9  (The  reporter  read  the  record  as  requested.) 

10  THE  WITNESS:    I  don't  think  Mr.  Altman  --  I  don't 

11  recall  Mr.  Altman,  until  February  25th,  I  don't  recall  any 

12  statement  by  Mr.  Altman  that  I  knew  of  that  he  wasn't  going 

13  to  make  a  decision  in  the  Madison  case.   What  Mr.  Altman 

14  said,  as  I  recall,  in  the  February  2nd  meeting  was  that  he 

15  was  going  to  follow  the  normal  course  and  that  he  intended 

1 6  to  follow  the  recommendation  of  the  general  counsel  with 

17  respect  to  that  investigation  and  any  recommendation 

18  general  counsel  might  make. 

19  I  didn't  press  him  on  it.    I  assumed  if  he 

20  thought  it  was  a  totally  unreasonable  recommendation,  he 

21  might  take  a  look  at  it  but  if  it  was  in  the  normal  course, 

22  that  he  intended  to  follow  that  recommendation,  point  one. 
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1  Point  two  is  —  can  I  see  the  letter  again? 

2  BY  MR.  CODINHA: 

3  Q      I  think  it's  on  page  336,  337  or  338. 

4  A      Bear  with  me  a  minute. 

5  Q      And  this  refers  to  the  March  2nd  letter. 

6  A      The  March  2nd  letter? 

7  Q      The  March  2nd  letter. 

8  A      As  I  recall,  you  specifically  asked  me  whether 

9  the  information  — 

10  MR.  BENNETT:    I  don't  think  we  were  talking  about 

1 1  the  March  2nd  letter. 

12  MR.  CHERTOFF:    I  believe  it  was  March  11th. 

13  BY  MR.  CODINHA: 

14  Q      No,  actually  I  was  asking  about  March  2nd  because 

15  the  phrase  I  read  was  "as  I  indicated,  no  nonpublic 

16  information  was  provided  at  that  meeting  on  any  aspect  of 

17  Madison  Guaranty." 

18  A      Mr.  Altman  did  not  say,  to  the  best  of  my 

19  recollection,  he  never  ~  he  did  not  say  during  the  course 

20  of  that  meeting,  or  afterwards,  to  me  certainly  and  not  to 

21  anybody  in  that  meeting,  that  the  information  that  he  was 

22  providing  was  confidential  or  not  public  or  that  we  could 
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1  not  discuss  it  with  anyone  else,  so  I  had  no  reason  to 

2  believe  that  it  was  not  —  I'm  trying  not  to  use  too  many 

3  double  negatives  —  I  had  no  reason  to  believe  that  it  was 

4  not  for  public  consumption. 

5  Does  that  mean  we  were  going  to  hand  it  to  the 

6  public?   No,  but  he  did  not  indicate  to  me  or  anyone  else 

7  in  the  meeting  or  me  after  that  meeting  that  it  was  a  of 

8  confidential,  nonpublic  nature  so  therefore,  I  had  no 

9  reason  to  believe  that  this  letter  was  other  than  accurate. 

0  Q      I'd  like  to  turn  your  attention  to  Exhibit  X  - 

1  MR.  BENNETT:   Excuse  me. 

2  (Witness  conferred  with  counsel.) 

3  BY  MR.  CODINHA: 

4  Q      I'd  like  to  show  you  exhibit  X197  and  198.   It's 

5  a  fax  sheet  from  the  Secretary  of  the  Treasury  to 

6  distribution  dated  3/4/94,  and  it  contains  Mr.  Altman's 

7  letter  of  March  3,  1994.   I'd  like  you  to  focus  on  the 

8  cover  page,  the  distribution  list,  and  you  are  listed  as 

9  one  of  the  people  who  are  on  the  distribution  list. 

0  Have  you  had  a  chance  to  review  it? 

1  A      This  is  the  same  letter  we've  been  talking  about. 
2 Q      But  I  want  to  ask  you  a  question  about  —  I'm 

192 

1  just  directing  your  attention  to  the  front  fax  cover  page. 

2  Do  you  know  how  the  ~  strike  that. 
The  people  who  are  listed  on  that  page  are 

Dee  Dee  Myers,  Mark  Gearan,  David  Gergen,  George 

5  Stephanopoulos,  Harold  Ickes  and  Mack  McLarty? 

6  A      Yes. 

7  Q      And  do  you  know  how  that  particular  distribution 

8  list  was  developed? 
A      I  don't. 
Q      Did  you  instruct  Mr.  Altman  those  are  the  people 

who  should  be  contacted? 

A      I  don't  recall  that  I  did.   I'm  confident  that  I 
did  not.   I  have  no  recollection  of  talking  to  him  about 
that  distribution  list.   In  fact,  I  don't  recall  ever 
seeing  it  until  you've  shown  it  to  me  today. 

Q      Do  you  recall  creating  a  memo  on  or  around  March 
1st,  which  was  a  confidential  memo  for  the  First  Lady  of 
the  United  States  that  dealt  with  the  Resolution  Trust 
Corporation? 

A      I  may  have.   I  don't  recall  the  specifics. 

Q      Do  you  recall  ~  let  me  show  you  XI 202.   Does 
that  refresh  your  memory  as  to  whether  you  created  such  a 
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1  memorandum? 

2  A      It  looks  as  if  I  may  have.    I  would  point  out  ~ 

3  it  looks  like  a  draft  to  me  for  the  following  reasons. 

4  Typically,  memorandum  —  the  final  memorandum  in  the  White 

5  House  to  members  of  the  White  House  staff  and  certainly  to 

6  the  president  and  first  lady  typically  --  not  invariably  ~ 

7  but  typically  they  are  printed  on  White  House  stationery 

8  that  has  "the  White  House"  at  the  top.   And  typically,  when 

9  I  send  memos,  I  put  my  initials,  HI,  with  a  circle  around 

10  it  after  my  last  name  and  this  does  not  have  it  which  leads 

11  me  to  believe  that  may  be  a  draft.   I'm  not  saying  this 

12  wasn't  sent.    It  leads  me  to  believe  that  this  was  a  draft, 

13  not  a  final. 

14  Q      Does  that  refresh  your  memory  as  to  whether  at 

15  least  a  draft  of  such  a  document  was  created? 

16  A      As  I  sit  here  today,  I  don't  recall  specifically 

17  creating  a  draft,  but  this  certainly  appears  to  be  a  draft. 

18  Q      Do  you  know  the  purpose,  why  such  a  memorandum 

19  would  be  created? 

20  A      Assuming  it  was  created  and  assuming  it  was,  in 

21  fact,  sent  to  the  first  lady,  I  think  the  purpose  was  to 

22  inform  her  about  what  was  stated  in  the  body  of  the  memo. 
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1  Q      This  memo,  as  it  has  been  supplied  to  us,  and 

2  you're  looking  at  1202  and  1203,  indicates  that  there  have 

3  been  heavy  redactions  on  this  memo,  does  it  not,  even  on 

4  the  first  page,  it  appears  that  there  are  redacted  items? 

5  A      I  don't  know  how  you  —  I'll  take  your  word  for 

6  it.   I  don't  know  how  you  tell  that. 

7  Q      There's  a  paragraph  that  appears  in  the  middle  of 

8  the  page  and  it  looks  like  there's  room  above  it  and  it 

9  looks  like  there's  room  below  it. 

10  A      Could  be,  but  it  could  be  a  draft  that  was 

1 1  mistyped. 

12  Q      And  the  top  of  the  page  has  stamped  on  it  -  I'm 

13  sorry,  not  on  your  copy  --  I'll  show  you  XI 200  and  1201  -- 

14  MR.  BENNETT:    I  think  in  fairness  to  the  witness, 

15  though,  even  though  you  sort  of  had  a  look  of  disbelief, 

16  the  one  you  showed  him  doesn't  have  the  reference  redacted 

17  on  it  whereas  the  one  you've  just  showed  him  now  does. 

18  MR.  CODINHA:    I  agree  and  that's  why  I  supplied 

19  another  one  to  him. 

20  BY  MR.  CODINHA: 

21  Q      I'd  like  to  show  you  X1200  and  1201.   And  at  the 

22  top  of  XI 200,  does  that  appear  to  be  a  redacted  version? 
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1  A      It  says  so  at  the  top. 

2  MR.  BENNETT:    Let  me,  in  fairness  to  you,  though, 

3  point  out  that  page  2,  which  you  hadn't  looked  at,  of  the 

4  one  you  gave  him  does  say  "redacted"  on  the  top. 

5  MR.  CODINHA:    I'm  now  going  to  go  to  page  2  -- 

6  MR.  BENNETT:    I  know,  but  I  didn't  -- 
BY  MR.  CODINHA: 

Q      I  want  you  to  look  now  at  page  2  — 
9  A      Which  exhibit? 

0  Q      You  can  look  at  any  of  them? 

1  MR.  BENNETT:    Can  we  work  with  the  one  that  says 

2  redacted  on  both  pages. 

3  BY  MR.  CODINHA: 

4  Q      That's  XI 201  and  does  that  indicate  it  says 
.5     "redacted  (25  pages)"? 

16  A      It  does. 

Q      Does  that  indicate  to  you  this  is  a  heavily 
redacted  document? 
19  MR.  BENNETT:    It  speaks  for  itself. 

>0  BY  MR.  CODINHA: 

\\           Q      Do  you  recall  writing  25  pages  on  the  subject  of 
12     the  Resolution  Trust  Corporation  to  the  first  lady? 

m 

1  A      I  do  not  and  I  doubt  that  I  did. 

2  Q      When  you  say  you  doubt  that  you  did,  do  you 

3  believe  that  someone  else  acting  on  your  instructions  wrote 

4  a  25-page  memo? 

5  A      It's  hard  for  me  to  tell  since  you  say  it's 

6  heavily  redacted.   There's  a  blank  page,  other  than  the 

7  word  "redacted"  and  the  handwritten  page,  "(25  pages)." 
MR.  BENNETT:    Just  so  it  will  avoid  confusion, 

9  there  could  have  been  attachments  or  things  of  that  kind. 

10  I  think  to  imply  that  he  wrote  a  25-page  memo  is  not 

1 1  accurate. 

12  THE  WITNESS:    To  further  point  out,  I  don't  think 

13  there's  anything  in  here  in  the  documents  you've  shown  me 

14  that  indicates  in  one  way  or  the  other  that  I  wrote  a  memo. 

15  BY  MR.  CODINHA: 

16  Q      The  only  thing  I  would  say  —  does  it  say  on 

17  XI 200  it  is  a  "memorandum,  confidential,  to  the  First  Lady 

18  from  Harold  Ickes  dated  March  1,  1994  re:  the  Resolution 

19  Trust  Corporation."    Have  I  read  that  correctly? 

20  MR.  BENNETT:    His  only  point  - 

21  MR.  CODINHA:    No. 

22  BY  MR.  CODINHA: 
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1  Q      Have  I  read  that  correctly? 

2  A      Yes,  you've  read  that,  but  your  reading  it 

3  doesn't  mean  anything  in  the  context  of  which  we're 

4  discussing  it.   This  memorandum  is  a  transmittal 

5  memorandum.   X001200  is  a  transmittal  memorandum. 

6  Q      How  can  you  tell  that? 

7  A      It  may  not  even  be  a  transmittal  memorandum. 

8  Q      First  of  all,  how  can  you  determine  from  looking 

9  at  the  page  that  it's  a  transmittal  memorandum? 

10  A      You're  exactly  right.   I  can't.   And  the  only 

1 1  reason  I  said  that  is  because  this  was  attached  to  it  — 

12  Q      This  being  XI 201  which  is  redacted  25  pages? 

13  A      Yes.   And  I  assume,  and  probably  incorrectly, 

14  that  this  1201  was  attached  to  1200.   Therefore,  I 

15  concluded  it  was  a  transmittal  memorandum  and  I'm  in 

16  error.    I  don't  know  whether  it  was  or  wasn't. 

17  Q      Thank  you,  sir. 

18  MR.  CODINHA:    I  think  at  this  time  I've  concluded 

19  my  inquiry.    You  may  inquire,  sir.   Let's  go  off  the  record 

20  for  a  moment.    Do  we  want  to  take  five  minutes  because  we 

21  have  to  just  shift. 

22 (Discussion  off  the  record.) 
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1  (Recess.) 

2  EXAMINATION 

3  BY  MR.  CHERTOFF: 

4  Q      We're  going  to  proceed.   Just  to  remind  you,  I'm 

5  Michael  Chertoff.    I'm  special  counsel  on  the  Republican 

6  side  of  this  inquiry.    Sitting  next  to  me  is  Joe 

7  Braunreuther,  who's  my  deputy  special  counsel. 

8  Mr.  Ickes,  have  you  talked  to  anybody  about  the 

9  contacts  with  the  Treasury  issue  after  March  4th  other  than 

10  your  attorney? 

11  A      I'm  sure  I  have.    I  couldn't  tell  you  who. 

12  MR.  BENNETT:    Keep  your  voice  up,  Harold. 

13  BY  MR.  CHERTOFF: 

14  Q      Other  than  with  members  of  the  press? 

15  A      Primarily  with  members  of  the  press,  but  I'm  sure 

16  I've  talked  to  others  as  well. 

17  Q      Have  you  talked  to  Ms.  Williams  about  it? 

18  A      I  don't  recall  talking  to  her  at  all  about  the 

19  context. 

20  Q      Have  you  talked  to  Mr.  Stephanopoulos? 

21  A      Probably. 

22  Q      What  did  you  talk  to  him  about? 
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A      Just  about  the  process  that  was  actually  going 

2  forward,  how  the  hearings  were  going  to  go  forward,  if 

3  there  were  going  to  be  hearings,  if  so,  when. 

4  Q      Did  you  talk  about  your  recollection  of  the 

5  events  that  had  occurred  on  February  2nd? 

6  A      You're  talking  about  conversations  with  him  after 

7  March  4th? 

8  Q      Correct. 

9  A      I  don't  recall  talking  to  him  after  March  4th 

0  about  that.    I  think  I  talked  to  him  after  the  February  2nd 

1  meeting. 

2  Q      When  did  you  speak  to  him,  after  the  February  2nd 

3  meeting,  about  the  February  2nd  meeting? 

4  A      I  don't  recall. 

5  Q      What  did  you  say  to  him? 

6  A      I  don't  recall  what  I  said  to  him.   I  probably 

7  related  to  him  what  had  happened. 

8  Q      Was  this  before  Mr.  Altman  had  testified  on 

9  February  24th? 

'.0  A      I  think  it  was.   As  I  say,  I  don't  recall  a 

'1  specific  time  or  date,  but  I'm  fairly  confident  it  occurred 

12  prior  to  that  testimony. 
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1  Q      And  what  was  the  context  in  which  you  related 

2  this  thing? 

3  A      When  you  say  "context,"  I'm  not  sure  what  you 

4  mean. 

5  Q      Was  it  at  a  Whitewater  response  group  meeting? 

6  A      I  don't  recall.   As  I  said  before,  I  don't  recall 
when  or  where  the  conversation  took  place. 

Q      Do  you  recall  anything  that  he  said  to  you? 

9  A      I  don't. 

10  Q      Did  you  talk  to  Mr.  Nussbaum  about  the  February 

1 1  2nd  meeting  after  March  4th? 

12  A      After  March  4th? 

13  Q      Correct. 

14  MR.  BENNETT:    What's  March  4th? 

15  MR.  CHERTOFF:   March  4th  was  the  day  that 

16  subpoenas  were  served  or  announced  by  Mr.  Fiske. 

17  THE  WITNESS:    I  don't  recall  if  I  did  or  not.   I 

18  don't  recall  that  I  did.    I  may  have,  but  I  don't  recall 

19  that  I  did.    I  think  any  conversation  I  had  with  Nussbaum 

20  probably  occurred  prior  to  the  testimony  of  Mr.  Altman 

21  before  Senate  Banking.   There  wasn't  a  lot  to  discuss  about 

22  it. 
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1  BY  MR.  CHERTOFF: 

2  Q      What  about  Mr.  Eggleston,  did  you  talk  a  lot 

3  about  it  with  Mr.  Eggleston  about  the  February  2nd  meeting 

4  after  March  4th? 

5  MR.  BENNETT:   These  are  ~  Counsel,  isn't  there  a 

6  privilege  on  some  of  this  stuff? 

7  BY  MR.  CHERTOFF: 

8  Q      Was  Mr.  Eggleston  acting  as  your  personal  counsel 

9  in  respect  to  this  inquiry? 

10  A      As  my  personal  counsel? 

1 1  Q      Correct. 

12  A      He's  White  House  counsel. 

13  MR.  CHERTOFF:    I  don't  see  the  privilege.   Are 

14  you  asserting  the  privilege? 

15  MR.  BENNETT:    We  understand  the  advice  of  White 

16  House  counsel  or  discussions  of  White  House  counsel  with 

17  any  of  the  individuals  you're  not  permitted  to  go  into. 

18  You  can  take  that  up  with  White  House  counsel.   I'm  not 

19  going  to  debate  what  is  or  is  not  privileged  but  as  a 

20  practical  matter,  I'm  going  to  let  him  answer  at  least  that 

21  last  question.    I  don't  want  to  make  more  of  this  than  it 

22  is. 
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1  BY  MR.  CHERTOFF: 

2  Q      Did  you  have  conversations  with  Mr.  Eggleston 

3  after  March  4th  concerning  the  February  2nd  meeting? 

4  A      I  don't  recall  that  I  did.    He  had  participated 

5  in  the  February  2nd  meeting.   There  wasn't  a  lot  to  discuss 

6  about  it. 

7  Q      Did  you  receive  any  requests  from  Mr.  Fiske  not 

8  to  discuss  the  subject  matter  of  your  testimony  with  other 

9  people? 

10  A      Whatever  he  sent  me,  he  sent  me.    I  don't  recall 

1 1  the  specifics  of  it. 

12  Q      Do  you  recall  feeling  under  any  obligation  or 

13  under  any  injunction  ~  I  don't  mean  legally  —  but  under 

14  any  instruction  not  to  talk  about  the  subject  matter  of 

15  your  grand  jury  testimony  with  anybody  else? 

16  A      Instruction  from  whom? 

17  Q      Mr.  Fiske. 

18  A      Whatever  he  sent  me,  he  sent  me.    I  don't  recall 

19  the  specifics  of  what  he  sent  me.    If  you  have  a  specific 

20  document,  I'll  be  glad  to  look  at  it. 

21  Q      Putting  aside  what  he  sent  you,  did  you  feel 

22  yourself  restricted  in  your  conversations  about  the  subject 
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1  matter  of  your  grand  jury  testimony  with  anybody  else  other 

2  than  your  counsel? 

3  A      If  Mr.  Fiske  instructed  me  to  that  effect,  then  I 

4  think  I  followed  those  instructions.   I  don't  recall 

5  specifically  what  he  instructed.    If  you  have  a  document, 

6  I'll  be  glad  to  look  at  it. 

Q      As  you  sit  here,  you  don't  recall  any  restriction 
on  your  ability  to  discuss  the  subject  matter  of  your 

9  testimony  with  anybody  else  other  than  your  attorneys? 

10  A      It  was  my  general  practice  not  to  discuss  - 

11  MR.  BENNETT:    I  instructed  him  not  to  discuss  his 

12  grand  jury  testimony  with  anybody. 

13  BY  MR.  CHERTOFF: 

14  Q      Other  than  your  counsel's  instruction,  you're  not 

15  aware  of  any  instruction  or  request  from  Mr.  Fiske  on  that 

16  as  you  sit  here  today? 

17  A      As  I  sit  here  today,  but  it  was  my  general 

18  practice  not  to  have  discussions  about  it. 

19  (Witness  conferred  with  counsel.) 

20  Q      Your  testimony  is  in  1993,  other  than  for  a  very 

21  short  period  of  time  at  the  end  of  January  or  beginning  of 
.22  February,  you  were  not  actually  working  at  the  White  House; 
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1  correct? 

2  A      That's  correct. 

3  Q      Were  you  in  touch  with  White  House  personnel 

4  advising  then  informally  about  matters? 

5  A      On  occasion. 

6  Q      During  the  year  1993,  did  you  have  any 

7  discussions  with  anybody  at  the  White  House  concerning  the 

8  subject  of  Madison  or  Whitewater? 

9  A      Not  that  I  recall.   In  my  view,  it  was  a  very 

10  complex  matter  that  was  very  hard  to  understand  and  I 

11  didn't  have  time  to  follow  it  closely  and  I  don't  recall 

12  any  specific  discussions  during  1993  about 

13  Madison/Whitewater. 

14  Q      You  testified  on  direct  examination  regarding 

15  when  you  first  learned  or  heard  of  the  September  29th,  1993 

16  meeting  between  the  White  House  and  Treasury. 

17  Let  me  ask  you,  did  you  learn  about  that  before 

18  Mr.  Altman  testified  on  February  24th. 

19  MR.  BENNETT:    I'm  sorry,  could  you  go  a  little 

20  slower?   You  speak  very  fast,  Michael. 

21  MR.  CHERTOFF:   Not  compared  to  Mr.  Nussbaum,  but 

22  let  me  go  slower. 
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1  MR.  BENNETT:    I  know. 

2  BY  MR.  CHERTOFF: 

3  Q      Let  me  direct  your  attention  to  when  you  first 

4  learned  about  the  September  29th,  1993  meeting.   Did  you 

5  learn  about  that  meeting  first  in  1994? 

6  A      Yes.   I've  testified  when  I  learned  about  it  and 

7  I  stand  by  that  testimony. 

8  Q      Let  me  ask  you  because  you  were  a  little 

9  ambiguous.    Did  you  learn  about  it  before  Mr.  Altman 

10  testified  on  February  24th? 

11  A      About  the  September '93  meeting? 

12  Q      Yes. 

13  A      I  think  there  was  confusion  as  to  whether  it  was 

14  '92  or  '93.    It  was  my  recollection  it  was  the  '93 

15  meeting. 

16  Q      I'm  talking  about  the  September  '93  meeting.    Did 

17  you  learn  about  that  meeting  having  occurred  before 

18  Mr.  Altman  testified  on  February  24th? 

19  A      I  don't  specifically  recall.   I  think  I  learned 

20  about  it  before  the  late  February  testimony  by  Altman,  but 

21  I  don't  have  a  specific  recollection. 

22  Q      Did  you  learn  about  the  October  14th,  1993 
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1  meeting  before  Mr.  Altman  testified  on  February  24th? 

2  A      Same  answer.    I  recall  learning  about  both  of 

3  those  meetings,  if  not  exactly  the  same  time,  approximately 

4  the  same  time. 

5  Q      Were  you  surprised  when  you  first  learned  from 

6  someone  in  the  White  House  that  there  might  have  been  some 

7  meetings  between  Treasury  and  White  House  personnel  which 

8  Mr.  Altman  had  not  reported  in  his  February  24th  testimony? 

9  A      I  don't  know  if  I  was  surprised  or  not.    I  don't 

10  recall  being  necessarily  surprised.   I  didn't  watch  --  as  I 

1 1  testified,  I  did  not  watch  those  hearings. 

12  Q      Does  that  help  you  to  recall  that  you  had  heard 

13  of  the  September  and  October  meetings  before  someone  in  the 

14  White  House  raised  the  question  of  whether  it  had  been 

15  accurately  reported  by  Mr.  Altman  in  his  testimony? 

16  A      There  was  some  question  about  that. 

17  MR.  BENNETT:    In  fairness  to  him,  if  someone  has 

18  told  you  that,  I'd  like  you  to  refresh  his  recollection.    I 

19  mean,  you  don't  have  to  — 

20  MR.  CHERTOFF:    I'm  just  trying  to  ascertain 

21  because  Mr.  Ickes  was  a  little  uncertain  about  when  he 

22  learned  it. 
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1  BY  MR.  CHERTOFF: 

2  Q      You  recall  there  were  questions  raised  at  the 

3  White  House  very  early  March  regarding  whether  Mr.  Altman 

4  had  fully  disclosed  the  number  of  meetings? 

5  A      Yes. 

6  Q      You  recall  hearing  about  that? 

7  A      I  recall  hearing  about  it  and  I  recall  it  being 

8  discussed.   I  couldn't  give  you  time,  place  or  date. 
Q      At  the  time  you  heard  about  it,  were  you  —  were 

you  surprised  to  hear  there  had  been  other  meetings,  or 
were  you  already  aware  there  had  been  other  meetings? 

A      I  don't  recall. 

Q  Did  Beth  Nolan  participate  in  the  Whitewater 
response  group  before  the  February  2nd,  1994  meeting? 

A      It's  my  recollection  that  she  did.   As  I've 
testified  earlier,  I  don't  think  that  she  was  a  regular 
participant,  but  I  recall  her  in  some  of  those  earlier 
meetings. 

Q  In  your  capacity,  after  January  1,  1994,  as  the 
person  who  was  coordinating  this  Whitewater  response 
effort,  did  you  have  occasion  to  have  conversations  with 

Mr.  David  Kendall? 
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A      During  what  period  of  time? 

Q      After  January  1,  1994. 

A      I  had  a  number  of  conversations  with  Mr.  Kendall. 

Q      And  you  understood  Mr.  Kendall  to  be  representing 
the  president  in  his  personal  capacity;  correct? 

A      That  was  my  understanding. 

Q      And  did  you  communicate  to  Mr.  Kendall 
information  that  you  had  learned  in  the  course  of  meetings 
with  the  Whitewater  response  group? 

A      Yes. 

Q      Did  he  make  requests  of  you? 

A      Not  that  I  recall,  but  there  was  an  exchange  of 
information. 

Q  Did  he  ever  attend  a  meeting  of  the  response 
group? 

A      No,  I  don't  think  that  Mr.  Kendall  did.   I  don't 
recall  his  ever  attending  it. 

Q      Did  you  ever  attend  a  meeting  with  Mr.  Kendall  at 
which  anybody  else  -  did  you  ever  have  a  face-to-face 
meeting  with  Mr.  Kendall? 

A      Did  I? 

Q      Yes. 
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1  MR.  BENNETT:    Does  this  have  to  do  with 

2  contacts? 

3  MR.  CHERTOFF:    Yes,  after  January  1,  1994. 

4  MR.  BENNETT:   About  contacts? 

5  BY  MR.  CHERTOFF: 

6  Q      Let  me  ask  you  first,  did  you  ever  have  a 

7  face-to-face  meeting?   I'm  not  asking  what  the  subject 

8  matter  was.   I'm  asking  if  you  had  a  meeting  face  to  face. 

9  A      Did  I  have  a  meeting  with  Mr.  Kendall,  yes. 

10  Q      Face  to  face  after  January  1? 

11  A      The  answer  is  yes. 

12  Q      Was  Mr.  Nussbaum  ever  present  during  a  meeting 

13  you  had  with  Mr.  Kendall  after  January  1,  1994? 

14  A      Yes. 

15  Q      Was  Mr.  Lindsey  ever  present  at  a  meeting  you  had 

16  with  Mr.  Kendall  after  January  1,  1994? 

17  A      I  don't  recall  specifically,  but  I'm  pretty  sure 

18  probably,  yes. 

19  Q      Was  Ms.  Williams  ever  present  at  a  meeting  that 

20  you  had  with  Mr.  Kendall  after  January  1,  1994? 

21  A      Yes. 

22  Q      Did  the  - 
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1  A      But  I  want  to  make  clear  for  the  record  we're  not 

2  talking  about  the  same  meeting.    You're  using  the  phrase  "a 

3  meeting." 

4  Q      At  any  meeting. 

5  A      Okay.   Fine. 

6  Q      Can  you  estimate  during  the  month  of  January  how 

7  many  times  you  would  have  met  with  Mr.  Kendall  in  that 

8  month? 

9  A      In  the  month  of  January? 

10  Q      Yes. 

11  A      I  can't  give  you  an  accurate  estimate.   It  was  a 

12  number  of  times. 

13  Q      Did  you  meet  with  Mr.  Kendall  in  February  of 

14  1994? 

15  A      Yes. 

16  Q      Now,  let  me  direct  your  attention  to  your 

17  testimony  concerning  discussions  on  the  issue  of  Whitewater 

18  that  you  had  with  Mr.  Altman.   Did  all  these  discussions 

19  occur  on  the  occasions  of  having  meetings  with  respect  to 

20  the  health  care  initiative? 

21  A      Let's  go  down  —  the  phrase  all  of  these 

22  discussions,  I  can't  deal  with  that.    You'll  have  to  do  it 
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discussion  by  discussion. 

Q  Let  me  begin  with  January  1,  1994.  During  the 
month  of  January,  do  you  recall  having  had  a  discussion 
with  Mr.  Altman  concerning  the  subject  of  Whitewater? 

A      Not  other  than  what  I've  testified  to  before. 

Q      How  many  times  do  you  recall  having  discussed  the 
subject  of  Whitewater  with  Mr.  Altman  in  January  1994? 

A      I  don't  have  anything  to  add  to  my  prior 
testimony. 

Q      Were  these  discussions  that  you  had  in  the 
context  of  health  care  meetings,  either  before  meetings  or 
during  breaks  in  the  meetings? 

A      When  you  talk  about  -I'm  not  sure  I  testified 
that  I  had  any  discussions  but  to  the  extent  I  had 
discussions,  I  think  they  were  basically,  I  think  I 
testified  they  were  hallway  discussions. 

Q      Can  you  recall  any  opinion  or  view  Mr.  Altman 
expressed  to  you  in  January  1994  regarding  Whitewater? 

A      Any  opinion? 

Q      Yes. 

A      I  think  that  I've  testified  —  as  I've  testified 

before,  the  meetings  I  had  with  him  during  that  period  of 
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1  time,  to  the  best  of  my  recollection,  were  very  short  and 

2  basically  hallway  meetings  and  how  do  you  think  things  are 

3  going-type  meetings. 

4  Q      How  did  he  think  things  were  going? 

5  A      As  I've  testified  before,  no  one  thought  it  was 

6  going  well. 

7  Q      I'm  not  asking  you  what  everyone  thought.    I'm 

8  asking  you  specifically  what  opinions  did  Mr.  Altman 

9  express  regarding  how  things  were  going? 

10  A      To  the  extent  he  expressed  an  opinion  — 

11  MR.  BENNETT:    Are  we  talking  about  the  press 

12  reaction? 

13  MR.  CHERTOFF:    I'm  talking  about  conversations  in 

14  January  in  the  hallway  with  Mr.  Altman  concerning  his  view 

15  of  how  things  were  going,  whatever  that  view  may  be. 

16  BY  MR.  CHERTOFF: 

17  Q      What  did  he  say  to  you? 

18  MR.  BENNETT:    How  things  were  going  from  what 

19  perspective? 

20  MR.  CHERTOFF:    Mr.  Bennett,  I'm  only  asking  what 

21  Mr.  Altman  said,  whatever  he  said  about  Whitewater  in  any 

22  way,  shape  or  form. 
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1  (Witness  conferred  with  counsel.) 

2  MR.  BENNETT:   Just  limit  your  remarks  to  contacts 

3  and  go  ahead. 

4  MR.  CHERTOFF:    When  you're  giving  the  witness 

5  that  instruction,  you're  suggesting  to  the  witness  that 

6  some  comments  by  Mr.  Altman  concerning  Whitewater  should 

7  not  be  reported  by  the  witness  in  January  1994. 

8  MR.  BENNETT:    I'm  not  saying  that  at  all.   What 

9  I'm  saying  is  I  think  you  should  limit  it  to  communications 

10  between  officials  of  the  White  House  and  the  Department  of 

1 1  the  Treasury  relating  to  the  Whitewater  Development 

12  Corporation,  the  Madison  Guaranty  Savings  &  Loan. 

13  MR.  CHERTOFF:   Let  me  be  clear  for  the  record, 

14  Mr.  Bennett.   The  subject  matter  is  the  propriety  of  those 

15  contacts.   The  critical  issue  is  the  state  of  mind  of 

16  Mr.  Altman  and  the  state  of  mind  of  Mr.  Ickes,  particularly 

17  as  it  bears  upon  the  discussion  of  February  2. 

18  In  order  to  plumb  that  state  of  mind,  it's 

19  important  to  know  what  Mr.  Altman 's  state  of  opinion  was 

20  concerning  the  Whitewater  matter  because  that  might  bear  on 

21  the  issue  of  recusal,  which  is,  as  your  client  has 

22  testified,  he  discussed  in  the  contact  with  a  Treasury 
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1  official.   I  do  not  believe,  therefore,  that  it  is  possible 

2  to  respond  to  the  question  that  I've  posed  other  than  that 

3  to  convey  anything  that  Mr.  Altman  said  in  January  of  1994 

4  about  Whitewater. 

5  MR.  BENNETT:    Can  you  be  specific  with  your 

6  questions,  then?   Maybe  my  problem  is  the  form  of  your 

7  questions,  because  what  I  don't  want  is  for  you  to  have  one 

8  thing  in  mind  and  for  my  client  to  have  another  thing  in 

9  mind  how  things  are  going. 

10  MR.  CHERTOFF:    I'll  rephrase  the  question. 

1 1  MR.  BENNETT:    And  nobody  has  asked  Mr.  Ickes  what 

12  he  thought  of  the  propriety  of  this  anyway,  so  if  that's 

13  what  we're  getting  at,  why  in  eight  hours  don't  we  ask  the 

14  question? 

15  MR.  CHERTOFF:    I  can  only  ask  the  questions  that 

16  come  to  mind. 

17  MR.  BENNETT:    You  ask  the  questions  that  come  to 

18  mind. 

19  BY  MR.  CHERTOFF: 

20  Q      I'm  directing  your  attention  to  January  1994,  and 

21  I'm  directing  your  attention  to  hallway  discussions  you 

22  have  testified  that  you  had  with  Mr.  Altman.    In  those 
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1  discussions,  tell  us,  what  did  Mr.  Altman  say  concerning 

2  the  subject  of  Whitewater  or  Madison. 

3  A      To  the  extent  that  he  said  anything,  it  is  my 

4  recollection  that  my  discussions  with  him  were  how  do  you 

5  think  things  are  going  from  public/press  point  of  view  and 

6  to  the  extent  that  he  responded  to  those  questions,  it's  my 

7  recollection  he  did  not  think  things  were  going 

8  particularly  well. 

9  Q      Did  he  express  a  concern  that  the  degree  of 

0  attention  the  White  House  had  to  pay  to  Whitewater  was 

1  distracting  from  the  need  to  focus  on  other  types  of 
12    issues? 

[3  A      I  don't  recall  him  saying  that  specifically,  but 

14    obviously  those  of  us  who  are  involved  in  this  were 

5  concerned  about  the  intensity  and  the  amount  of  press 

6  inquiries,  the  intensity  of  press  inquiries  and  we  were 

7  concerned  that  this  would  have  an  effect  on  the  White  House 
itself  and  on  the  president's  agenda. 

Q      Did  you  express  that  view  to  Mr.  Altman? 

A      Yes,  I  did. 

Q      Did  you  have  any  conversations  with  Maggie 
Williams  in  January  1994  in  which  she  expressed  a  concern 
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that  the  amount  of  attention  being  paid  to  Whitewater  at 
the  White  House  was  distracting  from  things  the  president 
wanted  to  do  in  other  areas? 

MR.  BENNETT:    I'm  going  to  object  to  that  because 
that  has  nothing  to  do  with  context  and  I'm  going  to 
instruct  him  not  to  answer. 

BY  MR.  CHERTOFF: 

Q      Did  you  express  to  Ms.  Williams  the  view  that  the 
degree  of  attention  being  paid  to  Whitewater  and  the  White 
House  was  distracting  from  other  issues  that  should  be 
pursued  by  the  White  House? 

2  MR.  BENNETT:    Same  objection. 

3  MR.  CHERTOFF:   Just  for  the  record,  again,  we're 
.4    discussing  conversations  between  people  who  are 

L5    participating  in  a  contact  within  a  period  of  less  than  or 
approximately  a  month  or  less,  which  goes  to  the  state  of 
mind  of  the  participants. 

MR.  BENNETT:    I  have  no  objection  to  you  asking 
him  if  he  had  conversations  with  Ms.  Williams  about 
contacts  with  the  -  if  the  resolution  had  been  drafted 
broader,  then  I  think  -  but  you  can't  broaden  the 
resolution. 
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1  MR.  CHERTOFF:    I'm  not  broadening  the 

2  resolution.    I  want  to  make  clear  the  theory  under  which 

3  I'm  asking  the  question  so  if  it's  necessary  to  do  this 

4  again,  you've  had  a  fair  understanding  of  what  my  position 

5  is. 

6  I'm  asking  the  witness  to  testify  about 

7  conversations  which  directly  reflect  the  state  of  mind  of 

8  participants  who  within  a  period  of  one  month  or  less  are 

9  going  to  have  a  discussion  with  a  Treasury  official 

10  concerning  the  matter  of  Whitewater.   Since  the  issue  is 

1 1  not  merely  whether  the  contacts  occurred  but  the  intent  of 

12  the  participants,  whether  the  intent  was  improper  or  not, 

13  knowing  what  was  in  their  state  of  mind  within  the  month 

14  preceding  the  contact  is  directly  relevant  and  pertinent  to 

15  the  subject  matter  of  the  inquiry. 

16  Now  I'm  going  to  ask  — 

17  MR.  BENNETT:    If  I  understand,  and  I'm  not  sure  I 

18  do,  your  predicate  is  you  might  as  well  rip  up  this 

19  resolution  because  there  is  no  question  that  you  can't  ask 

20  him  about  any  conversation  he  had  with  anybody  at  the  White 

21  House,  but  let  me  ask  him. 

22 (Witness  conferred  with  counsel.) 
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1  MR.  BENNETT:    Go  ahead. 

2  MR.  CHERTOFF:    Do  you  need  the  question  reread? 

3  MR.  BENNETT:    On  the  state  of  mind,  you  thought 

4  those  people  didn't  even  know  what  the  subject  matter  was 

5  so  I  don't  understand  your  predicate.   Never  mind.    Go 

6  ahead.   Just  answer  the  question. 

7  MR.  CHERTOFF:    Read  the  question. 

8  THE  WITNESS:    She's  going  to  read  it  back.   He 

9  talks  fast  and  asks  convoluted  questions. 

10  MR.  BENNETT:    No  comments. 

1 1  (The  reporter  read  the  record  as  requested.) 

12  THE  WITNESS:    Did  I  express  that? 

13  BY  MR.  CHERTOFF: 

14  Q      Yes. 

15  A      I  expressed  -  I  recall  talking  to  Ms.  Williams 

16  on  several  occasions  and  expressing  the  view  that  the 

17  number  of  press  inquiries  and  the  intensity  of  the  press 

18  scrutiny  of  Madison/Whitewater,  one,  diverted  some 

19  attention,  but  more  importantly,  I  was  concerned  with,  as 

20  were  others,  that  they  would  divert  attention  from  the 

21  president's  basic  agenda. 

22  Q      What  was  her  response? 
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1  A      I  don't  recall  her  specific  response.    In 

2  general,  I  think  that  she  was  in  agreement  with  that  view. 

3  Q      Did  you  ever  become  aware  of  any  conversation 

4  Ms.  Williams  had  with  Mr.  Altman  concerning  the  subject  of 

5  Whitewater? 

6  A      What  period  of  time? 

7  Q      In  December  of  1993  or  January  of  1994,  meaning 

8  that's  when  the  discussion  took  place. 

9  A      Did  I  learn  about  a  discussion  that  she  had  with 

10  Altman? 

1 1  Q      Concerning  — 

12  MR.  BENNETT:    Other  than  our  preparation  of  him? 

13  BY  MR.  CHERTOFF: 

14  Q      Other  than  from  counsel  concerning  the  subject  of 

15  Whitewater  or  Madison. 

16  A      Not  that  I  recall. 

17  Q      In  January  1994,  did  you  learn  of  a  meeting 

18  between  Secretary  Bentsen  and  George  Stephanopoulos 

19  regarding  the  subject  of  Whitewater? 

20  A      Did  I  learn  of  it  in  January  or  did  I  learn  that 

21  the  meeting  occurred  in  January? 

22 Q      Did  you  learn  of  a  January  meeting  during  the 
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1  month  of  January? 

2  A      Let  me  make  sure  I  understand.    During  the  month 

3  of  January,  did  I  learn  of  a  meeting  during  January? 

4  Q      Between  Mr.  Bentsen  and  Mr.  Stephanopoulos. 

5  A      The  answer  is  no,  and  I  don't  recall  knowing 

6  about  such  a  meeting  until  you  just  described  it  today. 

7  Q      Since  January  1,  1994,  other  than  conversations 

8  with  counsel,  until  today,  you've  been  unaware  of  any 

9  meeting  between  Secretary  Bentsen  and  Mr.  Stephanopoulos 

10  concerning  the  subject  of  Whitewater? 

11  A      I've  been  unaware. 

12  Q      During  your  hallway  encounters  with  Mr.  Altman  in 

13  January  of  1994,  did  you  ever  ask  him  a  question  concerning 

14  the  statute  of  limitations  as  it  applied  to  the  RTC/Madison 

15  investigation? 

16  A      The  one  that  I've  testified  about  that  was  the 

17  subject  of  discussion  on  February  2nd? 

18  Q      Correct. 

19  A      I  don't  recall  having  any  conversations  with  him 

20  about  it.   Not  to  say  that  I  didn't,  but  I  don't  recall  any 

21  conversations. 

22  Q      Prior  to  the  time  you  became  involved  as  deputy 


2154 

221 

1  chief  of  staff  at  the  White  House,  how  long  had  you  known 

2  Mr.  Altman? 

3  A      I  had  known  him  casually  going  back  to  at  least 

4  the  Mondale  campaign  which  was  1984. 

5  Q      Was  your  acquaintanceship  with  him  working 

6  together  on  political  campaigns? 

7  A      Yes,  and  it  was  very  casual. 

8  Q      After  you  joined  the  administration  in  January, 

9  did  you  form  any  social  relationship  or  personal 

10  relationship  with  Mr.  Altman,  apart  from  your  professional 

1 1  work  with  him  as  a  member  of  the  White  House  staff? 

12  A      It  was  primarily  in  connection  with  work.   We  got 

1 3  to  know  each  other  better  because  we  saw  each  other  more  in 

14  various  meetings  I've  described.    I  think  I've  only  been  to 

15  his  house  once  on  a  social  occasion. 

16  Q      Still  directing  your  attention  to  January  of 

17  1994,  was  one  of  the  duties  of  the  White  House  Whitewater 

18  response  group  to  deal  with  congressional  inquiries  that 

19  were  beginning  concerning  the  subject  of  Whitewater? 

20  A      Its  primary  purpose,  as  I  said  before,  was  to 

21  deal  with  the  numerous  and  intense  press  inquiries  but 

22  congressional  inquiries  as  well.    I  don't  recall  whether  a 
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1  member  of  our  congressional  staff  was  in  those  early 

2  meetings.   I  tend  to  think  not,  but  certainly  they  had  been 

3  involved  as  Whitewater/Madison  has  developed  over  the 

4  course  of  months. 

5  Q      And  was  there  a  focus  on  congressional  activity 

6  after  the  middle  of  January  when  Senator  D'Amato  began  to 

7  appear  on  the  floor  and  do  a  countdown  regarding  the 

8  statute  of  limitations? 

9  A      There  was. 

10  Q      Did  that  spur  you  to  have  somebody  do  some 

1 1  research  on  the  issue  of  statute  of  limitations? 

12  A      I  recall  asking  Neil  Eggleston  to  do  some 

13  research,  and  I  don't  recall  exactly  when  I  asked  him  to  do 

14  it. 

15  Q      Was  that  before  February  2nd? 

16  A      Don't  remember. 

17  Q      Was  it  before  you  had  heard  of  the  statute  of 

18  limitations  presentation  by  Mr.  Altman? 

19  A      I  tend  to  think  not,  but  I  don't  recall 

20  specifically.    I  think  it  was  after  that. 

21  Q      But  you're  not  sure  one  way  or  the  other? 

22  A      I'm  not  positive. 
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1  Q      Did  you  ask  him  to  look  at  anything  in 

2  particular? 

3  A      No.    I  think  I  asked  him  to  look  at  the  whole 

4  issue  of  the  statute  of  limitations.    It  was  fairly 

5  complex,  as  far  as  I  was  concerned,  and  I  wanted  him  to 

6  take  a  look  at  it  to  give  me  a  briefing  on  it.    I  tended  to 

7  think  it  happened  after  the  February  meeting,  but  again,  I 

8  can't  be  positive  about  that. 

9  Q      Did  he  give  you  a  briefing? 

10  MR.  BENNETT:    I'm  going  to  object.   This  is 

11  beyond.    I'm  going  to  instruct  him  not  to  answer  that.   It 

12  has  nothing  to  do  with  contacts  between  the  White  House  and 

13  Treasury,  what  the  White  House  legal  counsel  prepares. 

14  BY  MR.  CHERTOFF: 

15  Q      Now,  let  me  direct  your  attention  to  the  day  or 

16  two  before  February  2nd.    Did  Mr.  Altman  call  you  directly 

17  to  set  up  the  appointment  for  the  meeting  on  February  2nd, 

18  or  was  the  call  transferred  from  someplace  else? 

19  A      It  is  my  recollection  that  he  called  directly. 

20  Again,  there  are  two  levels  that  my  phone  call  goes 

21  through.    It's  answered  by  a  secretary  in  the  outer  office 

22  and  if  somebody  like  Roger  Altman  calls  it's  transferred  to 
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1  Janice  Enright,  who  makes  a  decision  whether  to  give  it  to 

2  me.    She  and  I  work  physically  in  the  office  together  so 

3  she  can  just  ask  me  do  I  want  to  speak  to  Roger. 

4  Q      Who  is  Patricia  McHugh? 

5  A      Patty  McHugh  is  the  secretary  and  still  is,  but 

6  during  this  time  period  during  February  and  January  of  '94, 

7  she  was  the  secretary  to  the  chief  of  staff,  McLarty. 

8  Q      Did  you  ever  have  occasion  to  give  her 

9  instructions  or  asked  her  to  carry  out  assignments  for  you? 

10  A      The  answer  is  --  I  don't  want  to  be  totally 

1 1  qualified  about  that.   The  answer  is  no.    I  might  have 

12  asked  her  to  give  a  message  to  Mack  or  something  like 

13  that.   She  worked  for  Mack  McLarty.    She  didn't  work  for 

14  me.   Except  in  an  extreme  emergency,  I  wouldn't  ask  her  to 

15  do  things  for  me.   I  had  a  staff  of  my  own  who  could  do 

16  those  things. 

17  Q      Did  you  ask  her  to  type  up  appointments  for  a 

18  meeting  in  which  Mr.  McLarty  would  be  included? 

19  A      It's  possible,  but  again,  Janice  Enright  does 

20  virtually  all  of  that  stuff  for  me.    She  knows  everybody  in 

21  the  White  House.   Everybody  knows  who  she  is  and  she  is  on 

22  a  first-name  basis  with  everybody  and  sets  up -meetings  of 
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1  that  kind. 

2  Q      Before  the  February  2,  the  only  people  you  had 

3  invited  to  the  meeting  were  Mr.  McLarty  and  Mr.  Nussbaum? 

4  MR.  BENNETT:    He  said  to  the  best  of  his 

5  recollection. 

6  THE  WITNESS:   To  the  best  of  my  recollection. 

7  BY  MR.  CHERTOFF: 

8  Q      Do  you  have  a  recollection  that  you  invited 

9  Ms.  Williams? 

10  A      I  stand  on  my  prior  testimony.    I  don't  recall 

11  inviting  Ms.  Williams.   That's  not  to  say  that  I  didn't, 

12  but  I  don't  recall  that  I  did. 

13  Q      Can  you  think  of  any  reason  that  you  would  have 

14  invited  her? 

15  A      Not  necessarily.    I  didn't  know  the  subject  of 

16  the  meeting  but  again,  I  may  have.    I  may  not  have.    She 

17  may  have  been  invited  late  to  the  meeting.   My  recollection 

18  is  she  came  late  to  the  meeting. 

19  Q      Did  Mr.  Altman  suggest  that  she  be  invited? 

20  A      Not  to  my  knowledge  -  or  not  to  my  recollection. 

21  Q      After  the  meeting  concluded  on  February  2nd, 

22  until  the  time  that  Mr.  Altman  called  you  or  rather  spoke 
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1  to  you  and  told  you  he  had  decided  not  to  recuse  himself, 

2  did  you  have  any  telephone  calls  with  Mr.  Altman? 

3  A      Not  that  I  recall.    I  mean,  I  think  that  meeting 

4  occurred  ~ 

5  MR.  BENNETT:    You  say  "after."    You  mean  on  that 

6  day? 

7  BY  MR.  CHERTOFF: 

8  Q      From  the  time  the  meeting  concluded  on  February  2 

9  up  until  the  time  that  Mr.  Altman  appeared  before  you  in 

10  person  to  tell  you  he  was  not  going  to  recuse  himself,  in 

1 1  that  intervening  period,  did  you  have  any  telephone  contact 

12  with  Mr.  Altman? 

13  A      About  this  subject? 

14  Q      First  of  all,  about  any  subject. 

15  A      I  don't  recall.    I  mean,  I  talked  to  Roger  fairly 

16  frequently.    A  lot  of  it,  he's  very  interested  in  the 

17  health  care  matter.    There's  some  other  matters  he  talks  to 

18  me  about.    I  don't  recall  a  specific  conversation.    I  could 

19  have. 

20  Q      Again,  focusing  you  on  this  intervening  period, 

21  did  you  have  any  conversation  with  him  over  the  telephone 

22  on  the  subject  of  Whitewater? 
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1  A      I  don't  recall  it.    I  recall  the  next  time  I 

2  talked  to  Roger  Altman  about  Whitewater  was  that  meeting 

3  that  I  think  occurred  within  a  day  or  so  following  a 

4  meeting  on  the  2nd.   Could  I  have?   It's  possible.    As  I 

5  sit  here  today,  I  don't  recall. 

6  Q      Are  you  aware  of  anybody  who  had  such  a 

7  conversation,  anybody  in  the  White  House  who  had  such  a 

8  conversation  with  Mr.  Altman  from  the  time  of  the  February 

9  2nd  meeting  until  the  time  that  Mr.  Altman  told  you  of  his 

10  decision  not  to  recuse  himself? 

11  A      As  I  sit  here  today,  I'm  not  aware  of  any. 

12  MR.  BENNETT:    If  you  have  anything  to  refresh  his 

13  recollection,  in  fairness,  we  would  ask  you  to  show  him. 

14  MR.  CHERTOFF:    I'm  just  asking  him  what  he 

15  recalls. 

16  THE  WITNESS:    I  don't  recall. 

17  (Witness  conferred  with  counsel.) 

18  BY  MR.  CHERTOFF: 

19  Q      What  did  you  do  with  your  notes  after  the  meeting 

20  on  February  2? 

21  A      What  did  I  do  with  them? 

22  Q      Yes. 
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1  A      I  put  them  in  the  file. 

2  Q      Did  you  have  a  file  designated  for  Whitewater 

3  matters? 

4  A      I  did. 

5  Q      How  was  the  file  titled? 

6  A      I  have  various  different  files. 

7  Q      Can  you  describe  what  the  setup  was  of  the  file, 

8  what  the  different  categories  were? 

9  A      There  were  a  number.   They  kept  growing.   This 

10  matter  kept  growing,  so  it  would  depend.   I  have  a  file  on 

1 1  Resolution  Trust  Corporation.   I  have  a  file  on  different 

12  aspects  or  different  subject  matters  as  it  relates  to  - 

13  one  on  D'Amato,  for  instance.   I  have  different  categories, 

14  I  think,  that  I'll  either  want  to  keep  something  on.   I 

15  will  just  develop  a  file  and  I'll  keep  them  alphabetically. 

16  Q      I'm  sorry.   Why  would  you  have  a  file  on  D'Amato 

17  relating  to  Whitewater? 

18  A      Because  he  was  talking  a  lot  about  it. 

19  Q      And  what  would  you  keep  in  that  file? 

20  A      I'd  have  to  look. 

21  Q      You  have  no  recollection? 

22  A      Press  clips  and  statements  that  he  was  making. 
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1  Q      Did  you  have  a  file  marked  "RTC  Clinton 

2  personal"? 

3  A      I  don't  know  if  that's  the  exact  marking.   I  do 

4  have  a  file  marked  RTC. 

5  Q      Let  me  show  you  X91  and  ask  you  if  that's  a  Xerox 

6  copy  of  your  file  on  that. 

7  A      It's  indistinct.    I  can't  tell. 

8  Q      I'm  sorry,  you  can't  —  is  it  your  testimony  that 

9  you  can't  read  the  words  "RTC  Clinton  personal"  or  that  you 

10  can  read  them  but  you  can't  tell  whether  this  is  a  copy  of 

1 1  your  manila  folder? 

12  A      It  looks  like  "RTC  Clinton  personal."   I  recall 

13  that  my  file  said  "Resolution  Trust  Corporation,"  but  this 

14  may  be  it. 

15  Q      What  particular  things  did  you  put  in  that  file? 

16  A      I  would  put  things  in  that  pertained  to  ongoing 

17  things  about  Resolution  Trust  Corporation.   I  think  my 

18  notes  of  the  meeting  on  February  2  went  there.   Press  clips 

19  went  in  there.   There  was  a  lot  of  news  clips  in  these 

20  files,  predominantly  news  clips. 

21  Q      Did  you  just  have  one  manila  folder  for  "RTC 

22  Clinton  personal"  or  did  you  have  a  lot  of  files  regarding 
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1  press  clips  on  the  Whitewater  matter? 

2  MR.  BENNETT:    At  what  point  in  time  are  you 

3  talking  about? 

4  BY  MR.  CHERTOFF: 

5  Q      We're  talking  about  in  the  first  three  months  of 

6  1994.   Did  you  have  more  than  one  folder  for  your 

7  Whitewater  material? 

8  A      Yes. 

9  Q      And  one  of  those  was  marked  either  "Resolution 

10  Trust  Corporation  Clinton  personal"  or  "RTC  Clinton 

1 1  personal"? 

12  A      Yes. 

13  Q      And  how  did  you  distinguish  what  went  into  that 

14  file  from  what  went  into  other  files? 

15  A      I  just  made  a  judgment. 

16  Q      What  was  the  basis  of  your  judgment? 

17  A      I'd  have  to  look  at  each  individual  item. 

18  Q      Did  you  put  other  notes  in  your  RTC  Clinton 

19  personal  file? 

20  A      I  did. 

21  Q      And  were  they  notes  that  related  in  particular  to 

22  the  RTC? 
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1  A      Presumably. 

2  Q      And  what  was  the  content  of  those  notes? 

3  A      I  have  no  idea.    I'd  have  to  look  that  up. 

4  Q      Did  you  review  those  notes  before  you  made  a 

5  production  to  Mr.  Fiske? 

6  A      I  did. 

7  Q      Did  you  review  those  notes  before  production  was 

8  made  here? 

9  A      Yes. 

10  Q      Was  there  any  mention  in  any  of  those  notes  of 

1 1  the  words  "statute  of  limitations"? 

12  MR.  BENNETT:   Well,  the  documents  speak  for 

13  themselves.   Just  so  you  clearly  understand,  Mr.  Ickes  did 

14  not  take  responsibility  for  the  production.   We  gathered 

15  all  of  the  materials.   The  materials  were  turned  over  to 

16  Mr.  Fiske  and  when  the  congressional  subpoenas  came,  the 

17  White  House  decided  what  would  be  turned  over.   To  our 

18  knowledge,  you've  gotten  everything  there  is  to  get. 

19  MR.  CHERTOFF:    I'm  not  asking  how  the  decisions 

20  were  made  to  turn  the  documents  over.    I'm  simply  asking 

21  whether  Mr.  Ickes  remembers  materials  in  the  file. 

22 BY  MR.  CHERTOFF: 
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1  Q      Were  there  notes  in  the  file  in  which  the  words 

2  "statute  of  limitations"  appeared? 

3  MR.  BENNETT:    If  he  remembers. 

4  THE  WITNESS:   The  words  "statute  of 

5  limitations"? 

6  BY  MR.  CHERTOFF: 

7  Q      Right. 

8  A      I  don't  recall  the  words  "statute  of 

9  limitations,"  other  than  press  clips. 

10  MR.  BENNETT:    Now  you've  got  --  the  February  2 

1 1  note  does  not  refer  to  statute  of  limitations.   It  refers 

12  to  SL. 

13  THE  WITNESS:    It  does  not  refer  to  statute  of 

14  limitations. 

15  BY  MR.  CHERTOFF: 

16  Q      Excluding  TS 1192  which  is  your  February  2nd 

17  notes,  excluding  that,  were  there  references  to  the  statute 

18  of  limitations  in  any  of  your  other  notes? 

19  A      Not  that  I  recall. 

20  Q      Were  there  references  to  recusal  in  any  of  your 

21  notes? 

22  A      I  don't  recall.    I'd  have  to  look  at  the  notes. 
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1  Q      Were  there  references  to  Mr.  Altman  in  any  of 

2  your  other  notes? 

3  A      I  suspect  there  were.    Again,  I'd  have  to  look  at 

4  them. 

5  Q      And  where  are  all  those  notes  now? 

6  A      Those  notes,  to  the  extent  they  exist,  they  are 

7  in  that  file. 

8  Q      Are  they  in  your  custody  or  in  the  custody  of 

9  White  House  counsel? 

10  A      They're  in  my  custody. 

1 1  Q      Were  they  returned  to  you  by  White  House  counsel 

12  after  White  House  made  a  review  of  the  notes? 

13  A      I  turned  over  to  White  House  counsel  what  they 

14  asked  for  and  they  were  returned  to  me. 

15  Q      Let  me  make  sure  I  understand.   Did  you  turn  over 

16  to  White  House  counsel  all  your  notes  on  Whitewater  when 

17  they  requested  you  to  turn  over  material? 

18  A      I  turned  over  the  notes  and  information  and 

19  documents  that  White  House  counsel  asked  for. 

20  Q      What  did  they  ask  for? 

21  A      I  don't  recall  at  this  time. 

22 May  I  take  a  break? 
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1  MR.  CHERTOFF:    Sure. 

2  (Recess.) 

3  MR.  BENNETT:    I'm  a  little  confused  as  to  what 

4  you're  asking  him.    It  is  my  understanding  that  the  White 

5  House  did  not  ask  him  to  turn  over  all  of  his  notes  or 

6  papers  or  documents  on  Whitewater.   I  think  in  connection 

7  with  the  inquiries  he  was  asked  to  turn  over  anything  and 

8  everything  pertaining  to  context.    I'm  not  trying  ~ 

9  MR.  CHERTOFF:    What  I'm  trying  to  find  out  is  who 

10  made  the  decision?   Who  made  the  cut  on  the  scope  of  the 

1 1  resolution?   Was  it  White  House  counsel  or  was  it 

12  Mr.  Ickes?   That's  what  I'm  trying  to  find  out. 

13  MR.  BENNETT:    I'll  tell  you  it  was  White  House 

14  counsel. 

15  MR.  CHERTOFF:    I  don't  want  to  argue  with  you 

16  about  it.    I  want  to  get  the  facts  out. 

17  BY  MR.  CHERTOFF: 

18  Q      Did  White  House  counsel  request  from  you  all  of 

19  the  notes  in  your  possession  that  mentioned  Whitewater? 

20  A      I  don't  know  —  I  don't  recall  the  scope  of  what 

21  they  asked  me  for. 

22  Q      Did  they  ask  you  to  make  a  selection  or  to  go 
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1  through  your  notes  and  select  the  documents  that  you 

2  believed  were  responsive  to  their  request? 

3  MR.  BENNETT:   Wait,  wait.   What's  not  fair  here 

4  is  you  are  asking  if  Mr.  Ickes  got  requests  for  inquiries 

5  and  turned  them  basically  over  to  counsel  and  these  matters 

6  were  worked  out  through  counsel.   Mr.  Ickes  didn't  go  and 

7  make  the  decisions  as  to  what  — 

8  MR.  CHERTOFF:    That's  what  I'm  asking. 

9  BY  MR.  CHERTOFF: 

10  Q      Mr.  Ickes,  did  you  turn  all  your  files  over  to 

1 1  your  private  counsel  and  have  counsel  make  a  decision  about 

12  what  was  responsive? 

13  MR.  BENNETT:   For  which  requests? 

14  MR.  CHERTOFF:    Let  me  go  back  to  the  beginning. 

15  BY  MR.  CHERTOFF: 

16  Q      Did  you  get  a  subpoena  from  Mr.  Fiske  or  a 

17  request  from  Fiske? 

18  A      I  got  either  a  subpoena  or  a  request.   I  don't 

19  recall  which. 

20  Q      Did  you  turn  all  of  your  files  relating  to 

21  Whitewater  over  to  your  counsel  in  order  to  respond  to 

22  that? 
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1  MR.  BENNETT:    He  did  not  do  that.   We  did  that. 

2  The  lawyers  did  that. 

3  BY  MR.  CHERTOFF: 

4  Q      Did  your  counsel  —  did  you  give  counsel  access 

5  to  your  office  so  they  could  come  in  and  go  through  all  of 

6  your  files  in  order  to  make  a  determination  about  what  was 

7  responsive  ~ 

8  MR.  BENNETT:    I'm  going  to  instruct  you  not  to 

9  answer  that.   This  is  getting  — 

10  MR.  CHERTOFF:    Mr.  Bennett,  is  there  some  reason 

1 1  you  can't  explain  the  process  as  to  who  made  the  decision 

12  about  what  was  responsive? 

13  MR.  BENNETT:    First  of  all,  I  am  not  a  witness 

14  here.    My  client  is  a  witness  here,  and  I've  stated  to  you 

15  for  the  record  that  my  client,  Mr.  Ickes,  did  not  make  the 

16  decision  or  handle  the  production  of  documents  from  either 

17  Mr.  Fiske  or  from  Congress.    Now,  that's  our  position,  and 

18  you  can  ask  5000  questions.   My  client  is  not  in  a  position 

19  to  respond  to  that. 

20  BY  MR.  CHERTOFF: 

21  Q      Mr.  Ickes,  do  you  know  who  reviewed  all  of  your 

22  materials  to  determine  what  was  responsive  to  the  request 


2162 

237 

1  from  — 

2  MR.  BENNETT:    Don't  answer  the  question.    I 

3  object  to  it.    It's  outside  the  issue  of  contacts. 

4  MR.  CHERTOFF:    Is  it  your  position,  Mr.  Bennett, 

5  that  we're  not  free  to  ask  the  witness  concerning  his 

6  responsiveness  to  this  committee's  own  request  for 

7  documents? 

8  MR.  BENNETT:    I  have  explained  and  put  on  the 

9  record  exactly  how  this  was  handled,  and  I  think  you  are 

10  harassing  the  witness  now  because  we've  made  it  very  clear 

1 1  that  Mr.  Ickes  did  not  handle  the  production  and  all  you're 

12  doing  is  harassing  him,  Michael. 

13  BY  MR.  CHERTOFF: 

14  Q      Before  Mr.  Altman's  testimony  on  February  24th, 

15  did  you  instruct  or  ask  Mr.  Eggleston  to  find  out  what 

16  Mr.  Altman  was  going  to  be  testifying  to  concerning  the 

17  February  2nd  meeting? 

18  A      Will  you  repeat  the  question. 

19  Q      Directing  your  attention  to  the  days  before 

20  February  24th,  did  you  direct  or  ask  Mr.  Eggleston  to  find 

2 1  out  what  Mr.  Altman  intended  or  expected  to  say  at  the 

22  hearing  about  the  February  2nd  meeting? 
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1  A      I  don't  recall  instructing  him  or  asking  him 

2  anything. 

3  MR.  BENNETT:    Keep  your  voice  up. 

4  THE  WITNESS:    I  don't  recall  instructing  him  or 

5  asking  him  anything  along  that  line. 

6  BY  MR.  CHERTOFF: 

7  Q      Were  you  aware  that  Mr.  Eggleston  contacted  the 

8  Treasury  Department  concerning  the  content  of  Mr.  Altman's 

9  anticipated  answer  on  the  February  2nd  meeting  for  the 

10  February  24th  testimony? 

1 1  A      Anticipate  an  answer  on  what  issue? 

12  Q      On  the  issue  of  the  February  2nd  meeting. 

13  A      What  issue  relating  to  the  February  2nd  meeting? 

14  Q      Let  me  rephrase  the  question.    Were  you  aware 

15  that  Mr.  Altman  contacted  the  Treasury  Department  to  find 

16  out  what  Mr.  Altman  was  expected  to  say  at  the  hearing 

17  concerning  the  February  2nd  meeting? 

18  MR.  BENNETT:    You  don't  mean  Mr.  Altman. 

19  MR.  CHERTOFF:    Yes,  I  do  mean  Mr.  Altman. 

20  MR.  BENNETT:    You  said  Mr.  Altman  contacted 

21  you  —  start  over. 

22  BY  MR.  CHERTOFF: 
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1  Q      Were  you  aware  that  Mr.  Eggleston  attempted  to 

2  find  out  what  Mr.  Altman  was  going  to  say  or  expected  to 

3  say  about  the  February  2nd  meeting  at  the  upcoming  hearing? 

4  A      About  the  February  2nd  meeting  in  general? 

5  Q      Anything  about  it.   Were  you  aware  Mr.  Eggleston 

6  made  an  inquiry? 

7  A      No. 

8  Q      Now,  when  you  spoke  to  Mr.  Altman  the  day  before 

9  the  testimony,  and  he  asked  you  to  consider  —  let  me 

10  withdraw  the  question. 

1 1  You  testified  earlier  you  had  a  conversation  with 

12  Mr.  Altman  the  evening  before  his  testimony  regarding  his 

13  position  at  that  point  in  time  on  recusal.   You  testified 

14  also  that  you  indicated  that  you  had  an  initial  reaction 

15  but  you  would  think  about  it. 

16  Did  you  get  back  to  Mr.  Altman  and  have  a  second 

17  conversation  with  him  that  evening  on  the  subject  of 

18  recusal? 

19  A      No. 

20  Q      Was  there  a  point  in  time  during  the  afternoon  or 

21  evening  of  February  24th  —  23rd,  that  you  were  making  an 

22  effort  to  get  in  touch  with  Mr.  Altman? 
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1  A      No. 

2  Q      Did  you  have  a  conversation  with  Mr.  Steiner  on 

3  February  23rd  concerning  Mr.  Altman? 

4  A      I  did. 

5  Q      How  did  that  conversation  come  about? 

6  A      I  called  Mr.  Steiner. 

7  Q      Why  did  you  call  Mr.  Steiner? 

8  A      Because  I  didn't  want  to  wait  around  until 

9  Mr.  Altman  told  me  he  was  getting  back  which  I  think  was  an 

10  hour,  hour  and  a  half,  two  hours  after  my  initial 

11  conversation  with  him,  so  within  five  to  10  minutes  after 

12  talking  with  Mr.  Altman,  I  called  Mr.  Steiner. 

13  Q      What  did  you  tell  Mr.  Steiner? 

14  A      The  gist  of  what  I  told  him  was  that  I  related  to 

15  him,  Mr.  Altman 's  and  my  prior  conversation,  and  I  told  him 

16  that  Altman  had  asked  me  to  get  back  to  him.   I  told  him  I 

17  did  not  want  to  wait  that  long.    I  had  other  things  to  do. 

18  I  understood  that  he  was  in  touch  with  Altman.    He 

19  confirmed  that  he  was,  and  I  told  him  that  I  had  no  further 

20  thoughts  on  whether  or  not  Mr.  Altman  should  recuse 

21  himself,  other  than  what  I  talked  to  Altman  about  and  it 

22  was  entirely  up  to  him,  Altman,  whether  to  recuse  himself 
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1  or  not. 

2  Q      Did  you  have  any  further  contact  with  Mr.  Altman 

3  before  he  testified  on  February  24th? 

4  A      I'm  confident  I  did  not. 

5  Q      As  of  February  24th,  did  you  know  what  Mr.  Altman 

6  was  going  to  say  at  the  hearing  concerning  the  issue  of 

7  recusal? 

8  A      I  did  not.    I'm  sorry.    Say  that  again. 

9  Q      As  of  February  24th,  did  you  know  what  Mr.  Altman 

10  was  intending  to  say  on  February  24th  concerning  recusal? 

11  A      No,  I  did  not. 

12  Q      Would  it  have  surprised  you  if  he  had  announced 

13  his  recusal  at  the  hearing? 

14  A      It  wouldn't  have  surprised  me.    He  obviously  was 

15  thinking  about  it,  based  on  my  conversation  with  him  of  the 

16  preceding  evening.    It  was  obvious  to  me  he  was  giving  that 

17  consideration,  so  it  would  not  have  surprised  me. 

18  Q      Did  you  tell  anybody  else,  either  on  the  23rd  or 

19  the  24th,  that  it  was  possible  Mr.  Altman  would  make  an 

20  announcement  to  recuse  himself  at  the  hearing? 

21  A      I  may  have.    I  don't  recall  any  specific 

22  discussion. 
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1  Q      In  your  conversation  with  Mr.  Stephanopoulos  and 

2  Mr.  Altman  on  the  25th  --  let  me  withdraw  the  question. 

3  Was  it  Mr.  Stephanopoulos  who  first  told  you 

4  Mr.  Altman  had  recused  himself  or  had  announced  his  recusal 

5  to  The  New  York  Times? 

6  A      Yes,  I'm  pretty  sure  I  heard  that  from  George. 

7  Q      At  the  time  you  had  that  conversation,  did  you 

8  tell  Mr.  Stephanopoulos  that  a  couple  days  earlier,  he  had 

9  raised  the  possibility  he  might  recuse  himself? 

10  A      I  had  already  told  -  it's  my  best  recollection 

1 1  that  right  after  I  had  my  phone  conversation  with  Altman 

12  and  I  think  a  phone  call  from  Steiner,  all  of  which  had 

13  occurred  in  George's  office,  that  I  had  related  my 

14  conversation  with  Altman. 

15  Q      Do  you  know  whether  Mr.  Stephanopoulos  told  the 

16  president  that  Mr.  Altman  was  considering  recusing  himself? 

17  A      I  don't  know  whether  he  did  or  he  did  not. 

18  Q      Is  it  fair  to  say,  therefore,  on  the  25th  you  nor 

19  Mr.  Stephanopoulos  expressed  surprise  about  the  fact  that 

20  Mr.  Altman  had,  in  fact,  recused  himself? 

21  A      I  think  quite  to  the  contrary.    We  had  expressed 

22  surprise  that  he  had  recused  himself. 


2165 

243 

1  Q      I'm  sorry.   Maybe  I  was  unclear  in  my  question. 

2  Your  testimony  is  that  on  the  25th  you  and 

3  Mr.  Stephanopoulos  expressed  surprised  that  Mr.  Altman  had 

4  recused  himself? 

5  A      Yes,  I've  testified  to  that  before. 

6  Q      And  that's  notwithstanding  your  conversation  with 

7  Mr.  Stephanopoulos  on  the  23rd  where  Mr.  Altman  indicated 

8  he  was  reconsidering  the  matter? 

9  A      Yes,  because  he  had  not  -  it  was  my  information 

10  that  he  had  not  recused  himself  before  the  Senate  Banking 

1 1  Committee  and  therefore,  it  came  as  a  complete  surprise  to 

12  both  Mr.  Stephanopoulos  and  me  that  he  had  decided  to 

13  recuse  himself  in  his  conversation  with  an  employee  of  The 

14  New  York  Times. 

15  Q      Before  February  25th,  had  you  heard  of  anybody  at 

16  the  White  House  making  inquiries  about  how  Mr.  Stephens 

17  came  to  be  hired  by  the  RTC  to  work  on  the  Madison  matter? 

18  A      Before  -- 

19  Q      The  25th? 

20  A      As  I've  testified  before,  I  do  not  recall  exactly 

21  when  I  learned  that  his  firm  had  been  retained  by  the  RTC. 

22  I  tend  to  think  it  was  after  the  25th,  but  as  I  sit  here 

244 

1  today,  I  don't  recall.   It  could  have  been  shortly  before 

2  the  25th. 

3  Q      Did  you  ever  learn  that  someone  in  the  White 

4  House  made  inquiries  to  find  out  how  Jay  Stephens  came  to 

5  be  hired  by  the  RTC  to  work  on  Madison? 

6  A      I  don't  know  if  I  learned  that  specifically. 

7  Somebody  told  me  —  I  think  it  was  somebody  in  the 

8  counsel's  office,  whether  it  was  Nussbaum  or  whether  it  was 

9  one  of  the  associate  counsels,  I  can't  be  sure,  and  I'm  not 

10  even  sure  it  was  them  but  I  think  it  was  ~  told  me  I  was 

1 1  interested  in  finding  out  how  his  firm  came  to  be  hired  and 

12  told  me  they  had  been  retained  under  some  sort  of  a 

13  modified  RFP  process.   That's  what  I  understood.   I  didn't 

14  follow  it  or  pursue  it  any  further  than  that. 

15  Q      Are  you  aware  of  whether  the  president  expressed 

16  a  view  concerning  Mr.  Stephens  being  hired  by  the  RTC  to 

17  work  on  this  matter? 

18  A      He  did  express  a  view. 

19  Q      When  did  that  happen? 

20  A      Again,  it  was  in  that  time  period.   I  can't  pin 

21  it  down  any  more  closely  than  that.    As  I  testified  a 

22  moment  ago,  I  tend  to  think  it  was  after  the  25th,  but  I 
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1  can't  guarantee  that. 

2  Q      Was  it  in  your  presence  he  expressed  the  view? 

3  A      It  was. 

4  Q      Who  else  was  there? 

5  A      I  don't  think  anybody  else  was  there.   I  think  he 

6  and  I  were  alone.    I  meet  with  him  during  the  course  of  the 

7  week  on  a  number  of  occasions  discussing  different  matters 

8  and  as  I  recall,  this  came  up  in  the  midst  of  a 

9  conversation  about  something  else. 

10  Q      What  did  you  say  to  him  and  what  did  he  say  to 

1 1  you? 

12  A      I  don't  recall  the  exact  words.   The  gist  of  it 

1 3  was  he  expressed  grave  concern  about  the  fact  that 

14  Mr.  Stephens's  firm  and  we  understood  they  had  been 

15  retained  and  we  understood  Mr.  Stephens  in  particular  was 

16  going  to  be  working  with  the  RTC  on  that  and  I've  expressed 

17  and  I've  testified  earlier  today  as  to  the  basis  for  that 

18  concern. 

19  Q      Now,  recognizing  you  don't  recall  when  the 

20  conversation  with  the  president  occurred,  did  you  ever 

21  mention  this  conversation  with  the  president  to 

22  Mr.  Stephanopoulos? 
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1  A      I  probably  did.   George  and  I  talk  a  lot  during 

2  the  course  of  the  day. 

3  Q      Was  it  your  regular  practice  to  fill  each  other 

4  in  on  things  that  had  arisen  in  discussions  either  of  you 

5  had  with  the  president? 

6  A      No.    I  mean,  George  meets  with  the  president  on 

7  many  times  during  the  day,  many  more  times  than  I  do.   He 

8  does  not  fill  me  in  on  everything  that  he  discusses  with 

9  the  president. 

10  Q      You  testified  earlier  that  you  had  informed  the 

1 1  president,  and  you  also  testified  that  you  had  informed  the 

12  first  lady,  concerning  the  substance  of  your  February  2nd 

13  meeting  with  Mr.  Altman  and  the  others. 

14  MR.  BENNETT:    I  think  he  said  the  gist. 

15  THE  WITNESS:    I  testified  it  was  my  best 

16  recollection  that  I  had. 

17  BY  MR.  CHERTOFF: 

18  Q      Was  that  on  a  single  occasion  or  were  they  two 

19  separate  occasions? 

20  A      I  think  I  testified  earlier  they  were  on  two 

21  separate  occasions,  that  is  the  conversation  with  the 

22  president  and  a  separate  conversation  with  the  first  lady. 
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1  Q      Was  it  your  practice  to  brief  the  first  lady  on  a 

2  regular  basis  concerning  matters  that  arose  regarding 

3  Whitewater  and  the  Resolution  Trust  Corporation? 

4  MR.  BENNETT:    I'm  going  to  object  to  that  and 

5  instruct  him  not  to  answer  that  unless  you  limit  it  to 

6  contacts.    I  don't  think  it's  any  business  of  this 

7  committee  what  his  regular  practice  is  or  is  not  with  the 

8  president  or  the  first  lady. 

9  BY  MR.  CHERTOFF: 

10  Q      Did  you  tell  Mr.  Nussbaum  you  were  going  to 

1 1  inform  the  president  and  the  first  lady  about  the  gist  of 

12  what  had  occurred  at  the  February  2nd  meeting? 

13  A      I  don't  recall.    I  doubt  it. 

14  Q      Do  you  know  whether  he  was  aware  of  it? 

15  A      He  may  have  been.    I  may  have  told  him 

16  afterwards.   Again,  I  doubt  it. 

17  Q      Was  anybody  else  present  when  you  informed  the 

18  president  about  this? 

19  A      I  don't  recall  that  anybody  else  was  present. 

20  Q      Was  anybody  else  present  when  you  informed  the 

21  first  lady  about  this? 

22 A      I  don't  recall.    As  I  sit  here,  I  don't  recall  if 
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1  anybody  else  was  present.    I  tend  to  think  not  but  I  don't 

2  recall  as  a  fact. 

3  Q      You  understood  as  of  February  25th  that 

4  Mr.  Altman  had  recused  himself  — 

5  A      Had? 

6  Q      You  understood  on  February  25th  that  Mr.  Altman 

7  had  recused  himself  from  sitting  on  the  Madison  matter  at 

8  the  RTC;  correct? 

9  A      That  was  ~  yes,  that  was  confirmed  by 

10  Mr.  Altman,  to  both  George  Stephanopoulos  and  to  me  in  a 

1 1  telephone  conversation. 

12  Q      Did  you  have  any  conversation  with  the  first  lady 

13  concerning  that  decision  after  February  25th? 

14  A      I  probably  did.    I  don't  recall  either  when  or 

15  where,  but  I  probably  did. 

16  Q      What  was  the  reason  you  transmitted  or  you  sought 

17  to  confirm  an  opinion  from  an  ethics  officer  of  the 

18  Treasury  Department  that  Mr.  Altman  did  not  have  to  recuse 

19  himself  from  matters  involving  Madison  Guaranty  as  of 

20  March  1,  1994? 

21  MR.  BENNETT:    I'm  not  sure  that's  what  it  said, 

22  is  it?   I  think  you're  mischaracterizing. 
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1  BY  MR.  CHERTOFF: 

2  Q      Let  me  read  to  you  the  following  paragraph  --  let 

3  me  ask  you  this  first.   XI 200,  which  you've  testified  about 

4  earlier,  is  it  your  testimony  that  you  do  not  know  whether 

5  you  sent  this  document? 

6  A      That's  my  testimony. 

7  Q      Do  you  deny  that  you  prepared  this  document, 

8  meaning  just  1200,  not  what  was  attached? 

9  A      Based  on  what  I  see  there,  I  think  that  I  did 

10  prepare  it,  but  my  answer  in  my  prior  testimony  today  is  it 

1 1  appears,  based  on  my  general  practice,  that  is  a  draft  for 

12  the  reasons  I've  already  stated,  and  it's  not  clear  to  me 

13  that  was  reduced  to  final  form  and  actually  sent.    It  may 

14  well  have  been.    It  may  well  have  been  sent  in  that  form. 

15  Q      In  any  event,  you  did  prepare  the  draft? 

16  A      The  answer  is  yes.    It  certainly  looks  as  if  I 

17  did. 

18  Q      Do  you  recall  seeking  —  let  me  withdraw  the 

19  question. 

20  As  of  March  1,  1994,  you  knew  that  Mr.  Altman  had 

21  already  made  a  decision  to  recuse  himself;  correct? 

22 A      As  of  when? 
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1  Q      March  1,  1994. 

2  A      As  of  March  1,  that  followed  February  25th. 

3  Q      So  you  knew  he  had  recused  himself;  correct? 

4  A      Yes. 

5  Q      What  was  the  reason  you  continued  to  try  to  find 

6  out  whether  there  was  an  ethics  opinion  that  had  been 

7  issued  that  did  not  require  him  to  recuse  himself? 

8  A      Well,  I'm  not  sure  that's  what  that  document 

9  says. 

10  Q      How  did  you  come  to  write  that  paragraph? 

11  A      Let  me  try  to  deal  with  the  first  question.   Are 

12  you  withdrawing  your  first  question? 

13  Q      Answer  the  first  question  and  then  we'll  get  to 

14  the  second  one. 

15  A      I'm  sorry,  would  you  ask  your  first  question. 

16  MR.  CHERTOFF:    Can  I  have  the  first  question  read 

17  back. 

18  (The  reporter  read  the  record  as  requested.) 

19  THE  WITNESS:    I  had  heard  that  there  was  such  an 

20  ethics  opinion  and  I  was  interested  as  to  whether  there  was 

21  and  what  it  said. 

22  BY  MR.  CHERTOFF: 
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1  Q      After  your  conversation  with  the  first  lady  in 

2  which  you  disclosed  the  gist  of  your  February  2nd  meeting, 

3  did  she  direct  you  to  ascertain  whether  there  was  any  legal 

4  opinion  regarding  the  issue  of  Mr.  Altman's  need  to  recuse 

5  himself? 

6  MR.  BENNETT:    I'm  not  going  to  have  him  answer 

7  those  kinds  of  questions. 

8  MR.  CHERTOFF:    Can  I  ask  the  basis  for  that? 

9  MR.  BENNETT:   What  does  that  have  to  do  with 

10  contacts? 

1 1  MR.  CHERTOFF:    I  think  it  tends  to  bear  on  the 

12  flow  of  information  that  was  transmitted  from  Treasury  to 

13  the  White  House. 

14  (Witness  conferred  with  counsel.) 

15  MR.  BENNETT:    Go  ahead  and  answer. 

16  THE  WITNESS:   Would  you  repeat  it,  please. 

17  (The  reporter  read  the  record  as  requested.) 

18  THE  WITNESS:    I  don't  think  so.   I  don't  recall 

19  any. 

20  BY  MR.  CHERTOFF: 

21  Q      After  that  conversation,  did  she  ask  you  if  you'd 

22  do  anything  with  respect  to  Mr.  Altman's  decision  whether 
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1  or  not  to  recuse  himself? 

2  A      You're  talking  about  following  February  2nd  -- 

3  bear  with  me  —  and  before  February  25th? 

4  Q      I'm  asking  you  whether  following  February  2nd, 

5  after  you  had  informed  the  first  lady  of  the  gist  of  what 

6  occurred  on  February  2nd,  whether  at  that  time  or  any  time 

7  thereafter,  the  first  lady  asked  you  to  do  anything  with 

8  respect  to  the  matter  of  Mr.  Altman's  deciding  about 

9  recusing  himself? 

10  A      Well,  following  the  25th  --  following  the  meeting 

11  on  the  2nd,  he  decided  not  to  recuse  himself.   I  don't 

12  recall  her  giving  me  any  instructions  on  that,  about 

13  finding  out  further  information  on  his  decision  to  recuse 

14  or  not  to  recuse. 

15  Q      Did  she  comment  on  it? 

16  A      I  don't  recall  that  she  made  any  comment  one  way 

17  or  the  other. 

18  Q      Did  she  comment  at  all  on  the  portion  of  your 

19  description  concerning  the  progress  of  the  investigation  or 

20  when  the  investigation  might  be  completed? 

21  A      I  don't  recall.    She  may  well  have.   I  don't 

22  recall  anything  specific.   As  I  sit  here  today,  I  don't 
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1  recall  any  specific  discussion  she  had  or  comments  she  had 

2  on  that. 

3  Q      When  you  informed  the  president  about  the  gist  of 

4  the  February  2nd  meeting,  did  he  comment  on  either  the 

5  question  of  recusal  or  the  issue  of  when  the  investigation 

6  would  be  completed? 

7  A      My  recollection  is  I  informed  him  of  what 

8  happened,  the  gist  of  what  happened  during  the  February  2nd 

9  meeting  and  to  follow  up  a  very  brief  meeting  I  had  with 

10  Roger  Altman.   There  was  no  reason  to  comment.    I  don't 

1 1  recall  any  specific  comment  by  him. 

12  Q      I'm  sorry,  did  I  understand  you  to  say  you  also 

13  informed  the  president  about  the  follow-up  meeting  you  had 

14  with  Roger  Altman  on  February  3rd  or  February  4th? 

15  A      Yes.    I  don't  recall  a  specific  conversation  but 

16  undoubtedly,  I'm  confident  that  I  described  or  informed  him 

17  of  the  fact  that  Mr.  Altman  had  decided  not  to  recuse 

18  himself. 

19  Q      Did  you  inform  the  first  lady  of  that  fact? 

20  A      I  don't  recall  specifically.   I'm  confident  I 

21  probably  did. 

22 MR.  BENNETT:    I  think  in  fairness,  you're 
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1  implying  there  was  more  than  one  meeting,  and  he  had 

2  earlier  testified  he  wasn't  sure  when  he  told  the  president 

3  about  the  second  meeting  so  if  it  was  after  the  3rd,  he  may 

4  have  referred  to  both  of  them. 

5  Isn't  that  what  you've  testified? 

6  THE  WITNESS:   Yes. 

7  MR.  CHERTOFF:   Thank  you  for  clarifying  that, 

8  Mr.  Bennett. 

9  MR.  BENNETT:    You  implied  there  were  two 

10  meetings. 

11  MR.  CHERTOFF:   Mr.  Bennett,  I've  implied  nothing. 

12  MR.  BENNETT:   I  apologize. 

13  MR.  CHERTOFF:    I'm  simply  asking  questions,  and 

14  I've  concluded  my  questions.   Do  you  have  something? 

15  MR.  CODINHA:    I  have  no  further  questions,  but  we 

16  would  tell  you,  Mr.  Ickes,  as  we  tell  all  witnesses  who 

17  testify  before  this  committee,  that  we  suggest  that  you  do 

18  not  discuss  your  testimony  with  anyone  else,  except  your 

19  counsel.   We  are  not  instructing  you  not  to,  but  we  are 

20  suggesting  it  strongly.   The  reason  for  that  is  every 

21  witness  will  come  and  testify  before  us  will  be  asked  the 

22  question  who  they've  spoken  to  and  it  may  prove  to  be 
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1  embarrassing  to  you  or  to  other  people  who  have  such 

2  conversations. 

3  I  would  also  suggest  that  questions  may  very  well 

4  be  asked  to  you  or  to  other  witnesses  at  the  hearings  so  we 

5  offer  that  you  should,  of  course,  follow  your  attorney's 

6  advice,  and  he  will  tell  you  what  you  should  or  shouldn't 

7  do. 

8  Other  than  that,  thank  you  very  much.   Thank  you 

9  for  coming  today. 

10  (Whereupon,  at  7:17  p.m.,  the  deposition  was 

1 1  concluded.) 
12 

13  

14  HAROLD  M.  ICKES 
15 

16 
17 
18 
19 
20 
21 
22 
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I.       jolir  rakfb ,      the      officer 

before  whoa  the  foregoing  deposition  was  taken,  do  hereby 
certify  that  tha  witness  whose  testimony  appears  in  the 
foregoing  deposition  was  duly  sworn;  that  the  testimony  of 
said  witness  was  taken  in  shorthand  and  thereafter  reduced 
to  typewriting  by  me  or  under  ny  direction;  that  said 
deposition  is  a  true  record  of  the  testimony  given  by  said 
witness;  that  I  am  neither  counsel  for,  related  to,  nor 
employed  by  any  of  the  parties  to  the  action  in  which  this 
deposition  was  taken;  and,  further,  that  I  am  not  a 
relative  or  employee  of  any  attorney  or  counsel  employed  by 
the  parties  hereto,  nor  financially  or  otherwise  interested 
in  the   outcome'of  this  action. 


Ulu 


bx.kM 


Notary  Public  in  and  for  the 
District  of  Columbia 


My  Commission  Expires    SEPTEMBER  30.  1997 
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Docudrama 


By  Sidney  N.  Herman 

Chicago 

Documents  that  are  rele- 
i  vant  to  an  investiga- 
I  tion  are  found  in  an 
*  unexpected  place  six 
months    after    they 
were  first  sought.  A 
shocking  development? 

Absolutely  not.  In  most  major 
pieces  of  litigation,  files  turn  up  late. 
One  side  or  the  other  always  thinks 
of  making  something  of  the  late  ap- 
pearance, but  these  lawyers  know 
the  truth:  It  could  just  as  easily 
happen  to  them. 

Despite  diligent  searches,  impor- 
tant papers  in  large  organizations 
are  always  turning  up  after  the  ini- 
tial and  follow-up  searches.  How 
many  times  have  you  looked  for 
something  on  your  desk  and  couldn't 
find  it,  only  to  have  it  appear  right 
under  your  nose  later?  Happens  all 
the  time. 

Indeed,  as  every  litigator  knows, 
there  is  nothing  worse  than  having 
an  important  document  show  up  late. 
You've  only  highlighted  its  absence 
foryour  opponent  If  you  know  where 
it  is,  it  is  far  better  to  include  it  in  the 

Sidney  N.  Herman  is  a  lawyer. 


initial  delivery  of  relevant  papers, 
where  it  gets  mixed  in  with  the  rest 
of  the  morass.  Why  red-flag  it  by 
holding  it  back? 

My  former  partner,  Kenneth 
Starr,  knows  all  this.  As  independent 
counsel  in  the  Whitewater  investiga- 
tion, he  will  take  it  into  account. 

But  the  American  people  have  no 
reason  to  know  that  this  is  a  normal 


Please.  Every 
lawyer  loses  files. 


occurrence;  it  is  not  part  of  their 
everyday  experience.  Reporters 
really  don't  have  any  reason  to  know 
this  either.  Or  they  may  know,  and 
simply  choose  to  ignore  it. 

Last  summer,  notes  that  were  crit- 
ical to  the  celebrated  libel  suit 
brought  by  Jeffrey  Masson  against 
the  writer  Janet  Malcolm  appeared 
in  her  private  study,  years  after  they 
were  first  sought.  I  recall  that  dis- 
covery being  treated  as  an  interest- 
ing happenstance,  nothing  more. 

When  documents  show  up  belated- 
ly, even  In  private  quarters,  there  is 
simply  nothing  unusual  about  it    D 
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THE  WHITE  HOUSE 

WASHINGTON 


fiM 


(\  January  12.  1994  /    | 

\\  /     I 


Dear  Madam  Attorney  General:  ''  ■*      \  *  *,  \      ; 

The  President  has  directed  me  to  request  you  to  appoint  as  special  counsel  a  respected", 
impartial,  and  qualified  attorney,  who  is  not  a  member  of  the  Department  of  Justice  or  an 
employee  of  the  federal  government,  to  conduct  an  appropriate  independent  investigation  of 
the  Whitewater  matter  and  report  to  the  American  people. 

Irrview  of  the  gravity  of  the  President's  responsibilities  and  the  need  for  a  prompt 
resolution,  I  respectfully  request  that  this  investigation  be  conducted  as  expeditiously  as 
possible.  j 


Very  truly  yours, 

'  Bernard  W.  Nussbaum 

Counsel  to  the  President 


t! 


The  Honorable  Janet  Reno 


\ 


Attorney  General 

lilniied  States  Department  of  Justice  ) 

Washington,  B.C.    20530 


u 
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The  President  today  has  directed  White  House  Counsel  Bernard  Nussbaum  to  request 
the  Attorney  General  to  appoint  as  special  counsel  a  respected,  impartial  and  qualified 
attorney,  who  is  not  a  member  of  the  Department  of  Justice  or  an  employee  of  the  federal 
government,  to  conduct  an  appropriate  independent  investigation  of  the  Whitewater  matter 
and  report  to  the  American  people.   In  view  of  the  gravity  of  the  President's  responsibilities 
andlhe  need  for  a  speedy  and  credible  resolution  here,  the  President  requests  that  this 
investigation  be  conducted  as  expeditiously  as  possible.  /    j 

!    v  ^y 

TherThave  been  no  credible  allegations  of  wrongdoing  by  the  Clintonsin  this  matter,  - 

and  the  President  has  full  confidence  in  the  ability  of  the  Justice  Department  to  independently 

and  properly  investigate  this  matter.  Nevertheless,  the  President  has  decided  to  ask  the 

Attorney  General  to  resolve  the  issues  surrounding  the  controversy  through  a  special  counsel, 

in  order  toensure  ihe  public  i  full  and  fair  accounting  of  this  matter.  This  "controversy  is 

becoming  too  much  of  a  distraction.  The  President  wants  to  get  on  with  the  vital  issues 

facing  the  American  people.  „ 

These  facts  bear  repeating:  The  Clintons  made  a  losing  investment  in  a  real  estate 
venture  managed  by  the  McDougals,  Whitewater  Development  Corporation,  one  for  which 
they  received  no  dividends  and  no  income.  All  the  bank  loans  taken  by  the  Clintons  were 
repaid  in  full  (none  were  from  any  S&L):  While  the  Clintons  earned  nothing  frornjheir 
investment,  were  not  involved  in  the  company's  operations,  did  not  keep  its  records,  and  did 
not  have  access  to  its  records  until  the  later  stages  of  the  company's  existence,  at  which  point 
they  expended  considerable  effort  assuring  that  Whitewater's  tax  returns  wcrcjrled,  that  its 
franchise  and  real  estate  taxes  were  paid,  and  mat  its  tew  assets  were  sold  off  in  a  j 
responsible  manner.   The  great  bulk  of  the  documents  the  Clintons  have  voluntarily  turned 
over  to  the  Justice  Department  were  only  compiled  after  a  painstaking  effort  to  gather 
Whitewater' 5  trcords.  i 

i  •/"""  >   i.     " 

/  Several  years  after  the  Whitewater  investment,  the  principal  and  managing  partner, 
James  McDougal,  purchased  a  savings  and  loan.  The  state  supervision  of  Madison  Guaranty 
was  rigorous  and  proper.   There  is  not  a  single  factual  allegation  that  then-Governor  Clinton 
took  any  steps  whatever  to  ease  regulatory  pressure  on  Madison.   As  the  Wall  Street  Journal 
concluded  editorially,  "there  is  no  evidence  that  Governor  Clinton  urged  [regulators]  to  go 
easy."  Indeed,  it  was  Governor  Clinton's  Securities  Commissioner  who,  along  with  federal 
regulators,  forced  James  McDougal  to  resign  as  head  of  the  thrift   And  it  was  Governor 
Clinton's  Securities  Commissioner  who  asked  the  federal  government  to  put  Madison 
Guaranty  into  receivership.  \  \ 


Sv-fcds 


ieral  grand  jury  is  currently  investigating  matters  relating  to3radison  that  may 
touch  upon  Whitewater.   The  President  and  Mrs.  Clinton  have  cooperated  fully  with  the 
investigation,  and  they  have  directed  their  attorney  to  continue  to  do  so.  \ 

/This  investigation  has  been  conducted  appropriately  and  independently  investigated  by 
the  Justice  Department.  Indeed,  the  Attorney  General  has  taken  all  proper  steps  to  assure  the 
independence  of  this  probe.    Since  the  recusal  of  United  States  Attorney  for  the  Eastern 
District  of  Arkansas,  the  investigation  has  been  headed  by  a  career  prosecutor,  who  served  as 
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a  United  States  Attorney  under  two  Republican  Presidents.  There  is  no  reason  to  doubt  that 
the  capable  and  experienced  staff  of  the  Department  of  Justice  has  been  anything  other  than 
thorough,  energetic,  professional  and  even-handed. 

Despite  their  total  and  voluntary  cooperation  with  the  current  investigation,  the 
Clintons  have  been  subjected  to  a  barrage  of  innuendo,  political  posturing  and  irresponsible 
accusations.   The  President  is  determined  that  this  controversy  must  not  distract  hira,  his 
staff  or  his  Administration  from  the  important  business  of  renewing  America.  / 

It  is  remarkable  that  those  who  call  for  an  independent  counsel  state  that  there  is  no 
evidence  of  wrongdoing  by  the  Clintons  in  this  matter.   Senator  Dole  has  said,  "My  view  is 
-  that  the  President  probably  will  be  cleared  and  this  will  not  be  an  issue,  but  let's  go  ahead 
*  and  get  ii-done.-   And-the- Washington-  Post  has-editorialLred,  *there~harbeen  no  credible 
charge  in. this  case  that  either  the  President  ot  Mrs.  Clinton  did  anything  wrong."    It  would 
be  troubling  to  require  the  appointment  of  a  special  counsel  every  time  there  is  an 
unsubstantiated  allegation  or  an  unfavorable  headline.  '>— i 

Nevertheless,  the  President  believes  that  it  is  important  to  take  whatever  steps  he  can 
to  assure  complete  confidence  in  the  federal  law  enforcement  system,  when  that  system 
scrutinizes  a  company  in  which  he  once  owned  an  interest,  even  if  the  6"*ft'?il  justification  for 
special  measures  is  entirely  larking.   He  believes  the  integrity  of  high  officials  must  be 
without  question.  Above  all,  he  believes  it  is  critical  that  his  Administration's  attention 
should  not  be  distracted  in  any  way  from  the  vital  issues  facing  the  Americanpeople. 
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Open  Up  on  Madison  Guaranty 


Much  as  President  Clinton  might  wish,  the 
curious  saga  of  his  and  his  wife's  dealings  with  the 
owner  of  a  (ailed  Arkansas  savings  and  loan  associ- 
ation just  won't  go  away.  It  keeps  popping  up  in 
Congressional  inquiries  and  newspaper  accounts, 
each  time  with  a  new  and  unsavory  detail  added  to 
an  already  unflattering  portrait  of  (he  cozy  relation- 
ship between  money  and  politics  in  Arkansas. 

An  important  detail,  disclosed  by  The  Times's 
Jeff  Gerth  and  Stephen  Engelberg.  is  that  the  owner 
of  Madison  Guaranty  Savings  and  Loan,  James 
McDougal,  helped  Mr.  and  Mrs.  Clinton  repay  a 
$50,000  personal  debt  just  when  Mr.  McDougal 
needed  favorable  treatment  from  state  banking 
officials  to  stay  in  business.  Mr.  McOougal  did  stay 
in  business,  his  problems  got  worse,  and  in  1989  the 
bank  was  taken  over  by  the  Federal  Government,  at 
a  cost  to  taxpayers  of  560  million. 

There  is  no  irrefutable  evidence  of  a  quid  pro 
quo.  But  the  Arkansas  savings  and  loan  mess,  and 
the  Clintons'  relationship  to  it,  is  not,  as  the  White 
House  keeps  saying,  an  "old"  story  that  has  no 
relevance  to  Mr.  Clinton  or  his  present  job.  This  is  a 
man  who  rode  into  Washington  on  a  pledge  to  end 
politics  as  usual  and  every  time  the  White  House 
dodges  inquiries  about  the  old  days  in  Arkansas, 
reasonable  people  begin  to  wonder  about  a  cover-up 
and  Mr.  Clinton's  sincerity. 


The  matter  dearly  needs  ventilating,  and  if  the 

Willie  riuliac  WOii'i  uu  it,  1**0  uiitel   ulaUtUUuiU  I'jiii 

Cr.e  is  the  Justice  Department,  which  is  already 
looking  into  transactions  at  Madison.  The  Clintons 
are  not  targets  of  the  probe. 

The  other  is  the  House  Banking  Committee, 
whose  ranking  minority  member,  Jim  Leach,  be- 
lieves that  a  full  investigation  of  Madison  could  help 
the  committee  frame  new  rules  to  prevent  future 
banking  disasters.  His  request  has  been  rebuffed  by 
the  committee  chairman.  Henry  Gonzalez,  a  Demo- 
crat who  until  now  has  been  a  tiger  on  the  savings 
and  loan  issue.  Mr.  Gonzalez  accuses  Mr.  Leach  of  a 
Republican  "fishing  expedition." 
,-  Mr.  Leach  has  also  called  Madison  a  "private 
piggy  bank"  for  its  owners  and  their  influential 
Arkansas  friends,  and  on  this  he  is  surely  right.  In 
addition  to  a  string  of  dubious  real  estate  invest- 
ments, Madison  made  large  unsecured  loans  to 
executives  and  other  insiders. 

Madison's  practices  attracted  the  attention  of 
Federal  auditors,  whose  1984  review  found  "unsafe 


and  unsound  lending  practices"  that  could  threaten 
to  drive  the  bank  under.  Shortly  thereafter.  Gover- 
nor Clinton  named  Beverly  Bassett  Schaffer  as 
head  of  the  Arkansas  agency  charged  with  oversee- 
ing state-chartered  savings  and  loans.  Ms.  Schaffer 
had  once  done  legal  work  for  Madison  For  the  next 
18  months,  up  to  the  point  where  Federal  regulators 
moved  in.  she  took  no  significant  regulatory  action. 

Three  months  after  her  appointment.  Mr.  Clin- 
ton came  to  Mr.  McOougal  with  a  request  to  "knock 
out  the  deficit"  —  Mr.  McDougal's  words  —  left 
over  from  the  Governor's  1984  campaign.  It  turns 
out  that  the  deficit  wasn't  just  an  ordinary  cam- 
paign debt,  but  S50.000  Mr.  and  Mrs.  Clinton  had 
borrowed  from  another  bank  to  finance  the  cam- 
paign. Mr.  McDougal  organized  a  fund-raiser  and 
the  debt  was  repaid.  Federal  auditors  suspect  that 
some  of  the  donations  assembled  by  Mr  McOougal 
may  have  been  improperly  diverted  from  the  sav- 
ings and  loan. 

Bruce  Lindsey,  the  official  wheeled  out  by  the 
White  House  to  answer  questions,  says  the  Clinton- 
McOougal  relationship  was  entirely  above  board. 
Others,  however,  are  more  than  mildly  troubled  by 
the  fact  that  Mr.  Clinton  did  not  order  his  regulators 
to  crack  down  on  Mr.  McDougal  even  after  he  was 
advised  by  his  own  banking  commissioner  in  1983 
that  the  savings  and  loan  operator  was  engaged  in 
imprudent  banking  practices. 

Suspicions  'hat  Mr  Clinton  was  excessively 
kind  to  his  fnend  —  at  great  cost,  eventually,  to  the 
taxpayers  —  «■"=  further  reiniorccti  by  the  fact  that 
Mr.  McDougal  had  done  other  favors  for  the  Clin- 
tons, including  making  them  50-50  partners  in 
Whitewater  Development,  a  real  estate  company 
for  which  Mr.  McDougal  put  up  most  of  the  money. 
The  venture  ultimately  failed,  and  the  Clintons  lost 
money.  But  that  doesn't  make  their  financial  ties  to 
Mr.  McDougal  seem  any  more  savory. 

Based  on  what's  publicly  known,  there's  proba- 
bly not  a  crippling  scandal  here.  But  the  White 
House  is  behaving  as  if  there  were.  For  example. 
Federal  investigators  say  they  have  received  little 
cooperation  in  a  search  for  files  they  suspect  were 
taken  from  the  office  of  Vincent  .  Foster,  a  White 
House  aide  who  killed  himself.  Investigators  want 
to  know  if  one  of  those  files  dealt  with  Mr.  McOougal 
and  Whitewater. 

This  defensiveness  isn't  helping  anyone.  Mr. 
Clinton  —  and  Mr.  Gonzalez  —  owe  it  to  the  public  to 
dear  the  air  about  Madison  and  its  influential 
Arkansas  friends. 
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This  is 
important 
to  be  on 
top  of. 
Bassett 
did  a 
?ood  job 
in  camp, 
on  this-- 
can  she 
now? 

(transcri- 
ption of 
handwrittei 
notes  of 
President 
Clinton) 
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SHOULD  AN  INDEPENDENT  COUNSEL  BE  REQUESTED  BY  THE  WHITI 
HOUSE? 

A.  Legal  considerations 

B.  Political  considerations 

1 .    what  is  the  public  perception?   How  much 

the  credibility  of  the  white  House  b^ing 
harmed? 


A  REQUEST  IS  TO  BE  MADE,  WHAT  SHOULD  =_ IT  CONTAIN? 

A.  Should  the  recjuest  attempt  to  impose  scope 

limitations? 

B.  Should  the  recpjest  attempt  to  impose  time 

limitations? 

C.  Should  the  request  attempt  to  suggest  who  the 

independent  counsel  should  be? 

D.  Who  should  sign  the  letter? 


Ill 


THE  WISDOM  OF  ATTEMPTING  TO  IMPOSE  LIMITATIONS 

A.  Desirability  of  limiting  the  investigation 

B.  Limitations  will  not  be  enforceable 

C.  Extent  benefit  of  asking  is  eroded  by  seenjAng  tb 
make  request  conditional 

D.  Complicated  subject  matter 

E.  Low  "trigger"  standard  ("reasonable  grounds  to 
believe  that  further  investigation  is 
warranted" )  may  insure  that  we  create  anot 

for  " 


F. 


setback 


Is  it  better 


decisions  (end  perhaps  later  request  ri 


present 
designates  i 
attorne;-)  ? 


V.   TWO  DRAFT  LETTERS  (LET 

A.  Conditional 

B.  Unconditiona 


V 


ourselves 


to  let  Attorney  General  make  th 


argument  to  the  attorney  she 
n  hopes  of  persuading  that 


ER 
equi 


to 


VI 


LL  BE  PUBLIC) 
t  (Draft  I) 
est  (Draft  II) 
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The  Honorable  Janet  Reno 

Attorney  General 

Department  of  Justice 

10th  Street  and  Constitution  Avenue,  N.W. 

Washington,  D.  C.   20530 


Dear  General  Reno: 

Under  the  independent  counsel  provisions  of  the  Ethics  In 
pnment  Act  of  ibMB,  the  Attorney  oeneral  was  required  to 

r  \ 

luct  a  "preliminary  investigation",  as  defined  in  the  Act  J  to 
determine  whether  further  investigation  was  warranted  of  possible 
federal  law  violations  by  persons  subject  to  the  Act.   This" 
investigation  was  to  be  completed  within  90  days,  with  a  60  day 
extension  possible.   If  the  Attorney  General  determined  that 
there  were  no  reasonable  grounds  to  believe  that  further 
investigation  was  warranted,  the  Attorney  General  notified  the 
Special  Division  (a  court  created  by  the  Act  to  appoint  special 
counsel),  and  that  ended  the  matter.   If,  however,  the  Attornsy 
ieneral  determined  that  there  were  reasonable  grounds  tojeeliave 
that  further  investigation  was  warranted,  the  Attorney  Genera L  so 
notified  the  Special  Division,  which  then  appointed  an 
independent  counsel  to  conduct  such  an  investigation.   The  Acf: 
:eJ  on  Deiemuei — 13~, — r^92. 


The  President  has  ful  .y  cooperated  with  a  federal  grand 
in  Little  Rock  which  he  understands  to  be  investigating  matpe 
that  may  be  potentially  connected  to  Whitewater  Development 


Company,  an  entity  in  whici  he 


ownership  interest.   There 


allegations  of  wrongdoing  >y  tf 


have 


and  the  First  Lady  once  had  an 
been  no  credible  or  even  specific 


e  Clintons  in  connection  with 
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Whitewater.   It  was  a  losing  investment,  from  which  they  recJe").ved 
nothing  of  value,  and  all  loans  which  they  signed  for  were  ifefiaid 
(none  of  these  were  SSL  loans).  The  investigation  is  being, 
conducted  oy  career  Department  or  justice  prosecutors,  a"fter  ^he 
United  States  Attorney  for  the  Eastern  District  of  Arkansas 
recused  herself.   There  is  no  reason  to  believe  that  this 

fTgation  is  not  thorough,  energetic,  professional,  Sh<^  ev|« 
landed . 

jowever,  there  has  been  some  publicity  in  recent  days 
suggesting,  incorrectly,  that  there  are  grounds  to  replace  tfie 
current  investigation  with  some  kind  of  independent  counsel. 
While  the  President  does  not  believe  there  is  any  reason  to 
impugn  the  integrity  and  aggressiveness  of  the  current 
investigation  or  that  there  are  any  reasonable  grounds  to  a 
| justify  sweeping  investigation  by  an  independent  counsel,  he/ 
>elieves  it  is  desirable  to  take  whatever  steps  he  can  to  assuh 
miplete  confidence  in  the  federal  law  enforcement  system^/whei 


that  system  scrutinizes  a  company  in  which  he  once  owned  an 
interest,   while  there  is  presently  no  legislation  in  effect, 
seems  appropriate  to  attempt,  insofar  as  possible,  to  follow  t 


sions  of  the  Ethics  in 


Accordingly,  the  President  has  directed  me  to  request  Vou 
appoint  a  respected  and  qualified  attorney,  who  is  not  a  mempe 


of  the  Department  of  Justics  or 


government,  to  conduct  a  "p 


relininary  investigation,"  as  defined 


Government  Act  of  1978 


it 
le 

to 


an  employee  of  the  federal 


under  the  Act,  of  the  Whitewater  Development  Company  and  possible 

iiiiiniiiiiwiiiii 
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federal  law  violations  arising  out  of  its  affairs  which,  und 
the  Act,  might  justify  appointment  of  an  independent  counsel 

The  President's  request  differs,  of  course,  in  a  significant 
way  from  the  procedures  of  the  Act:   under  the  old  law, 
yourself  would  be  mandated  to  conduct  the  "preliminary 
investigation".   Given  the  President's  desire  to  do  all  he  can]  t 

.Hibllc  confidence  in  the  federal  law  enforcement— pgocesfc 
he\  believes  it  appropriate  here  to  request  that  you  appoint \a 
respited  private  attorney  to  conduct  this  "preliminary 

ligation"  and  report  to  you,  so  that  you  and  that  attor 
may  take  such  action  as  you  deem  appropriate. 

In  view  of  the  gravity  of  the  many  matters  faced  by  the 
President  and  the  need  for  a  speedy  resolution  here,  I 
respectfully  request  that  the  preliminary  investigation  be 
:onducted  within  90  days  by  the  person  you  appoint. 

Sincerely, 

Bernard  Nussbaum 


■I 
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The  Honorable  Janet  Reno 

Attorney  General 

Department  of  Justice 

10th  Street  and  Constitution  Avenue,  N.W. 

Washington   F) .  C.        20530 


Dear  General  Reno 

The  President  has  fully  cooperated  with  a  federal  grand  j 
i 


ury 

s 


tie  Rock  which  he  understands  to  be  investigating  master 
thaU.  Vnay  be  potentially  connected  to  Whitewater  Development 
Company,  an  entity  in  which  he  and  the  First  Lady  once  had  a 
ownership  interest.   There  have  been  no  credible  or  even  specific 
allegations  of  wrongdoing  by  the  Clintons  in  connection  with 
Whitewater.   It  was  a  losing  investment,  from  which  they  received 
nothing  of  value,  and  all  loans  which  they  signed  for  were  repaid 
(none  of  these  were  S&L  loans).   The  investigation  is  being 
{conducted  by  career  Department  of  Justice  prosecutors,  after/  t|he 
United  States  Attorney  for  the  Eastern  District  of  Arkansas) 
ro^rx^H  hpr<;p]f.   There  is  no  reason  to  believe  that  t 
investigation  is  not  thorough,  energetic,  professional,  and  ev 
handed . 

However,  there  has  been  some  publicity  in  recent  days 


suggesting,  incorrectly,  that  t 


rurrent  investigation  with 
While  the  President  does  nc 
impugn  the  integrity  and  acgres 
investigation  or  that  there  are 
a  sweeping  investigation  h\ 
it  is  desirable  to  take  wh«  teve 


nere  are  grounds  to  replace^  the 
kind  of  independent  counsels 
t  believe  there  is  any  reason  to  I 
siveness  of  the  current 

any  reasonable  grounds  to  justify 
independent  counsel,  he  believes 
r  steps  he  can  to  assure  complete 
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confidence  in  the  federal  law  enforcement  system,  when  that 
system  scrutinizes  a  company  in  which  he  once  owned  an  lnteris 
Accordingly,  the  President:  has  directed  me  to  request  ybu 
appoint  a  respected  and  qualified  attorney,  who  is  not  a  member 
of  the  Department  of  Justice  or  an  employee  of  the  federal 
government,  to  conduct  an  appropriate  independent  investigation 
if  the  Whitewater  matter.   The  independent  counsel  provision  o" 
thV  Ethics  in  Government  Act  of  1978  sxpired  "on  December  15; 

\  In  the  absence  of  supervening  legislation,  it  seems 
approbrUate  to  request  that  the  investigation  be  conducted, 
insofar  as  possible,  in  accordance  with  the  procedures  of  the 
expired  Act. 

In  view  of  the  gravity  of  the  many  matters  faced  by  the 
President  and  the  need  for  a  speedy  resolution  here,  I 
jespectfully  request  that  the  preliminary  investigation  be 
mducted  within  90  days  by  the  person  you  appoint. 

Sincerely, 

Bernard   Nussbaum 


S   020802 
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February  9,  1996,  Friday,  PM  cycle 

SECTION:  Washington  Dateline 

LENGTH:  825  words 

HEADLINE:  Arkansas  Regulator  Says  She  Was  Approached  About  Backing 
Clintons 

BYLINE:  By  LARRY  MARGASAK,  Associated  Press  Writer 

DATELINE:  WASHINGTON 

BODY:  A  former  Arkansas  securities  commissioner  says  she  resisted  efforts 
by  a  White  House  aide  and  two  men  with  Clinton  administration  connections 
to  get  her  to  make  public  statements  supporting  the  president  and  first 
lady  on  Whitewater. 

Beverly  Bassett  Schaffer  said  in  an  interview  Thursday  that  her  response 
was  "No  way.  I  don't  want  to  be  drawn  into  the  political  response."  She 
added,  "I  was  sick"  of  talking  about  Whitewater. 

The  contacts  with  Schaffer  were  made  ar  ound  the  time  a  Whitewater 
prosecutor  was  appointed  and  they  tracked  a  strategy  laid  out  at  a  Jan.  7, 
1994,  White  House  meeting.  According  to  notes  of  that  meeting,  Clinton 
aides  were  greatly  concerned  about  what  Schaffer  would  say  regarding  her 
discussions  with  first  lady  Hillary  Rodham  Clinton  on  whether  the  savings 
and  loan  at  the  center  of  Whitewater  could  issue  stock. 

As  the  state  securities  commissioner,  Schaffer  concluded  that  the  S&L  - 
represented  by  Mrs.  Clinton's  law  firm  -  could  issue  stock.  Schaffer  had 
said  during  the  1992  presidential  campaign  she  wasn't  pressured  by  Mrs. 
Clinton  and  had  only  one  conversation  with  her. 

The  handwritten  notes  of  the  Jan.  7  meeting  were  taken  by  Mark  Gearan,  who 
was  President  Clinton's  communications  director  at  the  time.  The  White 
House  this  week  turned  over  the  notes,  months  after  they  were  requested,  to 
the  Senate  Whitewater  committee.  The  panel  released  them  Thursday. 

White  House  lawyer  Jane  Sherburne  told  the  committee  Thursday  that  the 
notes  had  been  difficult  to  locate,  because  Gearan  inadvertently  took  them 
with  him  when  he  became  Peace  Corps  director  in  September. 

Gearan  quoted  White  House  aide  Harold  Ickes  as  saying,  "Bev.  Bassett  is  so 
(expletive)  important.  If  we  (expletive)  this  up,  we're  done." 
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Ickes  is  quoted  as  saying  no  emissaries  from  Washington  should  be  sent  to 
Arkansas  to  contact  Schaffer  because  "it  will  come  out."  PAGE  3  The 
Associated  Press,  February  9,  1996 

"Let's  not  talk  it  to  death  -  let's  just  get  it  done,"  Gearan  quotes  Ickes 
as  saying.  Another  time,  Ickes  is  quoted  as  saying,  "item  by  item  -  make 
sure  her  story  is  OK." 


I 

if 
t 


Asked  about  her  interpretation  of  the  meeting,  Schaffer  said,  "It  looks  to 
me  like  they  were  trying  to  figure  out,  "Who  can  talk  to  her?  Who  is  her 
friend?  They  were  desperate  to  try  to  find  a  way,  getting  questions  about 
all  this,  to  deal  with  it." 

Describing  the  contacts,  Schaffer  said: 

-In  December  1993,  at  a  University  of  Arkansas  basketball  game,  White  House 
aide  Bruce  Lindsey  talked  to  her  husband,  Archie,  about  whether  she  was 
willing  to  speak  out  publicly. 

-Some  time  later  her  husband  was  called  by  Skip  Rutherford,  an  Arkansas 
public  relations  executive  and  friend  of  the  Clintons.  Rutherford  asked 
Archie  Schaffer  what  he  thought  of  his  wife  having  a  news  conference  on 
Whitewater. 

-She  was  approached  by  a  lawyer  at  her  firm.  John  Tisdale.  who  suggested 
that  he  put  together  a  factual  list  of  documents  on  Whitewater.  Tisdale  did 
so,  and  "I  imagine  he  gave  them  to  Bruce"  (Lindsey),  who  worked  at  the  firm 
before  going  to  the  White  House. 

The  Gearan  memo  mentions  Tisdale  and  Rutherford  as  people  who  might  talk  t 
Schaffer  to  make  sure  her  story  "is  OK" 

Gearan's  notes  prompted  Sen.  Orrin  Hatch,  R-Utah,  to  question  whether  the 
Clinton  White  House  had  been  trying  to  influence  the  statements  of  a 
Whitewater  witness. 

But  White  House  spokesman  Mark  Fabiani  said  presidential  aides  were  simply 
seeking  to  have  Schaffer  repeat  comments  she  made  that  were  supportive  of 
Mrs.  Clinton's  Whitewater  role. 

The  January  meeting  apparently  stemmed  from  Clinton's  request  to  aides  2 
weeks  earlier  asking  whether  Schaffer  would  reiterate  her  comments. 

Separately,  the  Clintons'  private  Whitewater  lawyer,  David  Kendall,  and 
Sherburne  testified  Thursday  about  the  mysterious  appearance  in  the  White 
House  residence  of  the  billing  records  outlining  Mrs.  Clinton's  work  for 
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Madison  Savings  and  Loan.  Madison  was  owned  by  the  partner  of  the  Clintons 
in  the  Whitewater  land  venture,  and  failed  at  a  huge  cost  to  taxpayers. 

Sherburne  said  that  when  the  records  surfaced,  she  raised  the  possibility 
of  having  them  checked  for  fingerprints  before  they  were  copied.  She  said 
the  idea  was  rejected  because  the  Clintons,  the  Senate  committee  and  others 
needed  the  material  immediately. 

A  Clinton  aide,  Carolyn  Huber,  has  said  she  discovered  the  records  during 
the  first  two  weeks  in  August,  laying  on  a  table  in  plain  view.  Not  knowing 
what  they  were,  she  packed  them  away  and  rediscovered  them  Jan.  4. 

White  House  logs  show  Mrs.  Clinton  was  visited  Aug.  10  by  an  attorney  whose 
clients  include  Seth  Ward,  an  Arkansas  businessman  whom  bank  regulators  say 
was  a  "straw"  purchaser  in  a  "sham"  real  estate  deal  that  cost  Madison 
millions  of  dollars,  The  Washington  Post  reported  in  today's  editions. 

The  attorney,  Alston  Jennings,  told  the  Post  he  was  asked  to  meet  with  Mrs. 
Clinton  by  Kendall,  but  that  the  two  didn't  discuss  Ward  or  the  real  estate 
deal.  Kendall  refused  to  comment. 

LANGUAGE:  ENGLISH 

LOAD-DATE:  February  9,  1996 


h 


2212 


1/10/94, 


CONFIDENTIAL 
SECOND    DRAFT 


special    counsel: 


Summary   of    arguments    re   Whitewater 


Fpr    t-hjs   nnaitlnn 


e) 


The  Clintons  have  done  nothing  wrong.  There  ii 
allegation  that  would  permit  the  Attorney  Genei 
("AG")  to  propose  appointment  of  independent 
counsel  ("IC").  Appointment  of  Special  Counsel 
("SC")  implies  possible  wrongdoing  by  The 
President  and  The  First  Lady,  and  tarnishes  the 
Presidency 

b)  Until  last  week,  the  White  House  ("WH")  was  not 
getting  The  President's  side  of  the  story  out. 

The  more  aggressive  effort  by  the  WH  and  others  in 
this  regard  will  begin  to  shift  the  tide  of  press 
and  other  opinion. 

c)  To  agree  to  a  £C  will  hand  a  victory  to  our 
opponents . 

d)  Although,  in  theory,  a  SC  operates  under  the 
jurisdiction  of  and  reports  to  the  AG,  in  fact/  < 
SC  will  operate  virtually  independent  of  the^AG. 

By  contrast  the  career  prosecutors  In  Che" 

Department  of  Justice  ("DOJ")  who  are  handling  th^ 
matter  must  report  to  higher  authority  in  DOJ 


A  SC  will  have  considerable  resources  at  his/her 
disposal.   The  scope  of  the  SC's  investigation  mar 
be  substantially  broader  than  that  of  the_current 

"low 


DOJ  investigation. 


long  he/she  car  investigate. 


f)  A  SC  investigat 
and  associates 
"squeeze"  them, 
indictment . 

g)  Although  we  sus 
under  the  curn 
to  leaks. 

h)    Appointment  of 
Congressional  I 


ion  nay  result  in  focus  on  frienf 
3f  Tie  President,  begin  to 
and  may  subject  some  to 


pect 

t 


i  SC| 
jar  1 


And  there  is  no  limit" 


a  great  deal  of  leakage  by  DOJ 
ess,  the  SC  is  also  subject 


proc 


will    not    necessarily   preclude 
rigs    on    the    matter. 
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Even  if  an  independent  counsel  statute  is  enactfe 
there  is  not  sufficient  evidence  to  warrant  th 
recommending  appointment  of  an  IC.   Therefore,  It 
AG  will  not  recommend  appointment  of  an  IC  undfr 
the  new  statute  if  the  facts  do  not-  warrant  it 


\G 
ie 


_2j Aaainat  i-hiw  nnni  H  f.n  • 


a)    The  critical  issue  is  the  implication  of  cover  up 
If,  as  the  WH  says,  neither  The  President  nor  ThJ 
First  Lady  have  done  anything  wrong,  why  the 
continued  resistance  to  appointment  of  a  SC? 

Putting  Madismi/WliiLtiWdLt!i  before  a  SC  wi 

substantially  end  the  public  controversy  and 
permit  The  President,  the  WH,  the  Congress  and\th 
public  to  refoous  on  health  care  and  the  rest  c\f 
the  substantive!  agenda. 


No  matter  how  aggressively  the  WH  presents 
The  President's  position,  questions  will 
continue  to  be  raised  by  the  opposition  and 
the  press,  which  will  continue  to  call  for  a 
SC. 

Even  if  the  WH  is  entirely  consistent  with 
the  information  it  provides  to  the  public, 
since  we  have  only  partial  information  about 
Madison/Whitewater,  there  will  be  continue 
inconsistent  information  from  other  partie 
involved  in  Madison/Whitewater  which  will 
provide  the  basis  for  continuing  press 
stories  and  calls  from  Congress  for  a  SC. 


If  the  AG  does  not  appoint  a  SC  (ar  Th* 
President's  request),  it  may  well  be  inevitable 
that  she  will  recommend  appointment  of  an  IC 
(assuming  enactment  of  an  independent  counsel 
statute) ,  who,  under  the  prior  statute,  was 
appointed  by  a  3  judge  panel,  who,  in  turn,  are 
appointed  by  the  Chief  Justice  of  the  Supreme 
Cnnrr 


Congress 
independer 
statute  is 
recommend 
will  be  a 


ill 
t  CO 

ena 
an 
use 


Assuming  t 
preferable 
by  a  SC,  appoi 
an  IC  appc|inte 


probably  enact  a  new 
nsel  statute.   If  after  the\ 
ted,  the  AG  refuses  to 
idependent  counsel  ("IC"), 
i   of  buckling  to  WH  pressure 


he  f 
to 


Dregoing,  it  is  probably 
lave  an  investigation  conducted 
ited  by  the  AG,  rather  than  by 
i   by  the  3  judge  panel . 


S  020885 


2214 


If  the  AG  recommends  appointment  of  an  IC 
the  appointment  (if  the  new  law  is  the  sa 
as  the  expired  law)  will  be  made  by  a  3  jjudge 
court  appointed  by  the  Chief  Justice  of 
Supreme  Court .   The  current  panel  under 
expired  independent  counsel  statute  i_§, 
juage  David  sentelle  (T5C  Circuit,  appoi n t ec 
by  President  Johnson) ;  Sr.  Judge  John  But 
(4th  Circuit,  appointed  by  President  Reaganj) 
and  Sr.  Judge  Joseph  Sneed  (9th  Circuit, 
appointed  by  President  Nixon) . 


An  IC  operates  completely  independent  ~b*f  th 
jurisdiction  of  the  AG.   (As  with  a  SC   o\  t 
current  senior  DOJ  prosecutor,  leaks  by  tpe 
IC  are  certainly  possible.   Not  only  is  there 
little,  if  any,  control  as  to  the  scope  ofi  an 
IC  conducted  investigation  (as  with  a  SC) , 
there  is  no  specific  limit  on  the  length  o 
time  the  IC  can  take  to  conduct  the 
investigation  and  issue  his/her  report.) 


c) 


Congressional  .action: 


d) 


The  President 
erode.  The  M. 
ended  -  -  the  < 
possess  all  o 
continually  b 
continuing  ne 


di 
lin 
the 


sen 


tons 


s  political  capital  will  continu 
/Whitewater  matter  is  open 
s  do  not  (and  will  never) 
information.   Thus  the  WH  will 
the  defensive  responding  to 
lations"  and  questions. 
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thereby  seeming  co  be  out  of  control  and 
attempting  to  cover  up. 

e)    The  Presidential  agenda.   The  continuing  public/ 
controversy  about  Madison/Whitewater  diverts 
attention  (both  that  of  the  WH  and  that  of  they 
Congress  and  the  public)  from  The  President^ 
agenda . 


Our  polling  shows  that  adoption  of  the 
proposed  Health  Security  Act  will  greatly 
depend  on  public  confidence  in  The  President 

and  ThP  Firsr  f .aHy This  controversy 

undoubtedly  adversely  affects  the  public^ 
confidence,  thereby  jeopardizing  the 
substantive  agenda. 

'lease  of  all  Clinton  documents  re  Whitewater 


a)    Partial  release  of  documents,  will  merely  increase 
press  speculation  and  the  demand  for  a  SC. 


b)    While  public  release  of  all  documents  may  reduce 
the  immediate  pressure  for  a  SC,  it  may  result  in 
many  additional  questions  which,  ultimately,  will 
probably  give  rise  to  a  call  for  either  a  SC  or  an 
IC. 


Since  the  Clinton  documents  don't  encompass 
all  of  .the  Whitewater/Madison  activities, 
release  of  those  documents  can't  answer  alj 
questions,  but  will  undoubtedly  provide  tl 
basis  for  continual  questions  and 
speculation. 


II 
S  020887 
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MEMORANDUM 


TO:       Whitewater  group 
FROM:      Harold  Ickes 


9  January  1994 
Assignments 


Talking  points  (counsel/MW)        - 

Q&A  (counsel/BL/MW,  i/51) 

2-3  page  argument  why  no  special  counsel  (counsel, 

History  of  special  counsels/independent  counsels 
(counsel,  1/6) 

"Chronology"  (counsel,  BL,  MW) 

Op  ed  piece  (counsel,  BL,  MW  1/8) 

Congressional  op  ed  piece  (counsel,  BL,  MW) 

response  to  Saffire  piece  (counsel,  BL,  MW  1/6) 

Memo  on  independent  counsel  statute  (counsel  1/8) 

Synopsis  of  Whitewater/Madison  Guaranty  matter 
(counsel,  BL,  MW,  1/7) 

11.  Memo  re  statute  of  limitations  for  civil  actions 
(counsel  -  assigned  1/81) 

12.  Review,  on  daily  ba3is,  all  articles  from  major 
newspapers  and  statements  made  on  major  electronic 
media  re  Whitewater  and  prepare  memo  regarding^ 
inaccuracies,  etc.  (counsel,  BL,  MW) 


n 


These  dates  refer  to  the  qate  of  the  draft  document 
1   Indicates  date  the  aspignrjtent  was  made 

S~020888f 
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Research  issue  of  whether  Chen  Governor  Clinton  usee 
political  or  other  pressure  to  see  that  Madison 
Guaranty  be  given  special  consideration  (counsel,  BJl 
PB,  MW  -  assigned  1/7) 

Reference  in  1/8  pres3  that  Chris  Wade,  Arkansas 
realtor  has  document  re  Whl^war»r,  hur-  ui/-.n' t— release 
unless  President  Clinton  asks  for  them  to  be  released 
(MW  -  assigned  1/8) 

15.   Memo  re  failure  to  take  deduction  on  tax  return  for 
Whitewater  losses  (MW  -  assigned  1/8) 


n 


HIM 

S  020889 
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MEMORANDUM 


Whitewater  group 
Harold  Ickes 
10  January  1994 


Assignments 


Talking  points  (counsel/MW) 

QiA  (counsel/BL/MW,  1/51) 

2-3  page  argument  why  no  special  counsel  (counsel,  MW) 

History  of  special  counsels/independent  counsels 
(counsel,  1/6) 

"Chronology"  (counsel,  BL,  MW) 

Op  e^  piece  (counsel,  BL,  MW  1/8) 

Congressional  op  ed  piece  (counsel,  BL,  MW) 

Response  to  Safire  piece  (counsel,  BL,  MW  1/6) 

Memo  on  independent  counsel  statute  (counsel  1/8) 

10.   Synopsis  of  Whitewater/Madison  Guaranty  matter 
(counsel,  BL,  MW,  1/7) 

Memo  re  statute  of  limitations  for  civil  actions 

n 


13 


(counsel  -  assigned  1/8 
Review,  on  daily  b;  sis. 


newspapers  and  statemerts  made  on  major  electronic 


media  re  Whitewater  anc 
circulated  to  the  <nouf 
(counsel,  BL,  MW) 

Contact  select  memoirs 
(PG) 


These  dates  refer  to 


Indicates  date  the  as 


prepare  memo  to  be  promptly 
regarding  inaccuracies,  etc\ 


of  Congress  about  public  support 


t  he 


all  articles  from  major 


iate  of  the  draft  document 


sicjnnent  was  made 
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14 


„es«arch  issue  .<  -h«»«  Che.  Ooverno,  Clinton  used 
SStSS'^.Sa'JSS'iSiK^-  .conns.!.  ... 

mm  -  assigned  1/7) 


** 


Reference  in  1/8  press  ^.t  Chris  «.de.  ^""release 
realtor  »as  docu«»ent  re  Vfhite wate r        ^  releaged 
unless  President  Clinton  asics 
(MW  -  assigned  1/8) 


Memo  re  failure  to  take  deduction  on  tax 
Whitewater  losses  (MW  -  assigned  I/a*-- 


return  £< 


n 


S  020820 
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THE  WHITE  HOUSE 

WAS  M  I  NOTO N 


January  17,  1994 


MEMORANDUM  FOR  HAROLD  ICXES 

DEPUTY  CHIEF  OF  STAFF 

FROM:  W.  NEIL  EGGLESTON 

ASSOCIATE  COUNSEL  TO  THE  PRESIDENT 

RE:  STATUTE  OF  LIMITATIONS  IN  ACTIONS  BROUGHT  BY  THE 

CONSERVATOR  OF  A  FINANCIAL  INSTITUTION 


There  has  been  substantial  discussion  by  Republican 
Members  of  Congress  about  the  statute  of  limitations'  to  recover 
against  those  who  may  have  committed  a  tort  or  breach  of.  contract 
involving  a  financial  institution  that  has  since  been  taken  over 
by  the  Resolution  Trust  Corporation  ("RTC") . 

^- —  Title    12,     u'lUCeu    SuaCeS    Code,     SeCCiGfi    14n»ia,     WS3 

amended  by  the  Resolution  Trust  Corporation  Completion  Act, 
signed  by  the  President  on  December  17,  1993.   (A  copy  of  the 
pertinent  section  of  the  amendment  is  attached.) 

That  Act  extended  the  statute  of  limitations  from  three 
to  five  years  for  torts  committed  against  financial  institutions 
that  have  been  taken  over  by  the  RTC.   Thus,  the  RTC  must  bring  a 
tort  claim  within  five  years  after  it  was  appointed  a  conservator 
or  receiver. 

For  the  purpose  of  the  extension  of  the  statute  of 
limitations,  the  Act  defines  a  tort  claim  as  "a  claim  arising 
from  fraud,  intentional  misconduct  resulting  in  unjust 
enriUuuent,  or  intentional  misconduct  resulting—in  substantial 
loss  to  the  institution."   (This  definition  is  narrower  than  the 
traditional  definition  of  a  tort.)  \ 

^-        The  statute  ot  limitations  for  breach  uf  contract 
claims  is  six  years  after  the  institution  was  taken  over  by  the 
RTC.   12  U.S.C.  Sec.  1821(d)  (14)  (A)  (i)  (I)  . 
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Madison  Guaranty  was  taken  over  by  the  federal 
government  on  or  about  March  2,  1989.   As  a  result  of  the  new 
Act,  if  the  RTC  sues  on  a  covered  tort  claim,  the  action  must  be 
brought  by  March  2,  1994.   Without  the  new  Act,  the  statute  of 
limitations  for  all  tort  claims  would  have  expired  on  March  2, 
1992.   If  the  RTC  sues  on  a  contract  claim,  the  action  mast  be 
brought  by  March  2,  1995. 

/ 

■^ The  type  of  action  brought  against  outsiders  in 

financial' institution  cases  is  usually  a  tort  claim". 

The  statute  of  limitations  for  criminal  violations 
involving  a  financial  institution  is  ten  years  from  the  date  the 
crime-  occurred.  -  18-U-.-S.C-  Sec-  -J 2-9-3-.  -The  date  -that  the 
institution  was  taken  over  by  the  government  is  not  relevant  to 
the  computation  of  the  criminal  statute  of  limitations. 

* 

W.M.E. 
cc:   Bernard  H.  Nussbaum 


S  909909 
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103    P.L.    204,    *3;     1993    S.    "•  14  : 
107    Stat.     2369 


(3)   Competitive  bidding. — The  Administrator  of  General  Services,    in 
compliance  with  regulations  of   the  Resolution  Trust  Corporation,   aay  bid  on 
property  described  in  the  notice  required  under   paragraph   (l)   that  Is  otherw 
subject   to  competitive  bidding. 


(«4]         Sec.    4.    EXTENSION  OF  STATUTE  OF    LIMITATIONS. 


*• 


(a)    In  General. — Section  21A(b)   of   the   federal   Home  Loan  Bank  Act  (12  u.s 
1441a(b))    is   amended  by  adding  at  the  end  the   following  new  paragraph: 

"(14)  -Extension  of  statute  of  imitations. — 

. — ?  "(A)   Tort  actions  for  which  the  prior   limitation  has  run. — 

"(i)    In  general. — In  the  case  of   any- tort  claim — 

"(I)  which  is  described  in  clause   (11);  and 

"(II)  for  which  the  applicable  statute  of  limitations  under  sect 
11(d)  (14)  (A)  (ii)  of  the  Federal  Deposit  Insurance  Act  has  expired  before  the 
date  of  enactment  of  the     Resolution  Trust     Corporation     Completion     Acti 

the  statute  of   limitations  which  6hall   apply  to  ah  action  brought  on  such 
claim-  by  the  Corporation   in  the  Corporation's  capacity  as  conservator  or 
receiver  of  an  institution  described  in  paragraph  (3) (A)  6hall  be  the  period 
determined  under  subparagraph   (C). 

.  s.  t     Tli~?~Claim3  described. — A-tort-c*aia  referred-tb  in  clause  (i)(I) 

with  respect  to  an  institution  described  in  paragraph  (3) (A)  is  a  clais  aris 
from  fr,aud,    intentional  aisconduct  resulting  in  unjust  enrichment,  or 

__*jj>tentional  misconduct  resulting  in  substantial  loss  to  the  institution. 

/i![B)   Tort  actions  for  which  the  prior   limitation  has  not  run. — 

"(i)   In  general. —Notwithstanding  section  ll(d)(14)(A)  of  the  Fede 
^Deposit  Insurance  Act,    in  the  dase  of  any  tort  claim—  — 

'  "(I)   which   is  described  in  clause   (ii);   and 

"(II)   for  which  the  applicable  statute  of  limitations  under  sect 
11(d)  (14)  (A)  (ii)  of  the  Federal  Deposit  Insurance  Act  has  no£  expired  as  of 
date  -of  enactment  of  the     Resolution  Trust     Corporation.    Completion     Act; 

the  statute  of   limitations  which  shall   apply  to  an  action  brought  on  such 
claim  by  the  Corporation  in  the  Corporation's  capacity  as  conservator  or 
receiver"~of  an   institution  described   in  paragraph   (3)4*)   shall  be  the  period 
determined  under  subparagraph   (C).  \ 

\ 

"(11)   Claims  described. — A  tort  claim  referred  to  in  clause  (i)(I) 
with  respect~Co~an-^tff5t:itutlon  described  fai  pauagraph-(-3)(A)  is  a  claim  aris 
from  gross  negligence  or  conduct  that  demonstrates  a  greater  disregard  of  a 
of  care  than  gross  negligence,    including   Intentional  tortious  conduct  relati 
to   the   institution. 

LEXIS- NEXIS®  LEXIS-NEXISW  LEXIS-NEXIS1 
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107  Stat.  23a9 

Sr  "(C)  Determination  of  oerlod. — The  period  determined  under  this 
subparagraph  for  any  claim  to  which  subparagraph  (A)  or  (B)  applies  shall  be 
longer  Off-- 

"(i)  the  5-year  period  beginning  on  the  d*te  the  claim  accrues  (a? 
determined  pursuant  to  section  ll(d)(14)(B)  of  the  Federal  Deposit  Insurance 
Act ) ;  or 

"(ii)  the  period  applicable  under  State  law  for  such  claim. 

"(D)  Scope-  uf  -application. — Subparagraphs— frA4-and  (B)  shall  not  appl> 
any  action  which  is  brought  after  the  date  of  the  termination  of  t.*e  Corporat 
under  subsection  (m)(l).". 

(b)  Technical  and  Conforming  Amendment. — Section  11(d)  (14)  (A)  (li'j  of  the 
Federal  Deposit  Insurance  Act  (12  U.S.C.  1821(d) ( 14) (A) (ii) )  is  amended  by 
inserting  "(other  than  a  claim  which  is  subject  to  section  21A(b)(H)  of  the 
Federal  Home  Loan  Bank  Act)"  after  "any  tort  claim". 

f  *5 1  Sec.  5.  LIMITATION  ON  BONUSES  AND  COMPENSATION  PAID  BY  THE  STC  AND 
THRIFT  DEPOSITOR  PROTECTION  OVERSIGHT  BOARD. 

(a)  In  General. — Section  21A  of  the  Federal  Home  Loan  Bank  Act  (12  U.S.C. 
1441a)  is  amended  by  adding  after  subcection  (w)  (as  added  by  section  1(a)  o 
this  Act)  the  following  new  subsection: 

"(x)  Limitation  on  Excessive  Compensation  and  Cash  Awards.— 


"(1)  Establishment  of  performance  appraisal  system  required. — The 
.Corporation  shall  be  treated  as  an  agency  for  purposes  of  sections  4302  and 
of.  title  5,  ITnlued  States  Ccda. 

"  ( 2")  Procedures  for  payment  of  cash  awards .  —       ~^N 

"(A)  In  general. — Sections  4502,  4503,  and  4505a  of  title  5,  United 
States-  Code,  shall  apply  with  respect  to  the  Corporation.    

"(B)  Limitation  on  amount  of  cash  awards. — For  purposes  of  cJetemini 
the  amount  of  any  performance-based  ca6h  award  payable  to  any  employee  of  th 
Corporation  under  section  4  505a  of  title  5,  United  States  Code,  the  amount  o 
basic  pay  of  the  employee  which  may  be  taken  into  account  under  such  section 
shall  -not  exceed  the  amount  which  is  equal  to  the  annual  rate  of  basic  pay 
payable  for  level  I  of  the  Executive  Schedule. 

"(3)  All  other  cash  awards  and  bonuses  prohibited. — Except  as  provided 
parnrjrnpn—  (?) ,  no  "»«h  »mirri  or  bonus  may  be  made  to  any  employee  of  the 
corporation. 

"(4)  Limitations  on  cash  awards  and  bonuses. — No  employee  sSall  receiv 
any  cash  award  or  bonus  if-such— enptoyee-has-glven  int1re_  of..aa  intent  to  re 
to  take  a  position  in  the  private  sector  before  the  payment  of  such  cash  awa 
or  bonus  or  accepts  employment  in  the  private  sector  not  later  than  60  days 
after  receipt  of  such  award  or  bonus. 
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CONFIDENTIAL 

UNITED  STATES  DEPARTMENT  OF  THE  TREASURY 

OFFICE  OF  INSPECTOR  GENERAL 


In  Che  Matter  of : 
WHITE  HOUSE  CONTACTS 
CONCERNING  THE  MADISON 
GUARANTY  SAVINGS  AND  LOAN 
Harold  Ickes,  Interviewee 
(CLOSED) 


Room  982 

Washington ,  D . C . 


Friday,  July  15,  1994 


The  above-entitled  interview  was  conducted, 
pursuant  to  notice,  at  6:40  p.m. 
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CONFIDENTIAL 

1  APPEARANCES : 
2 

3  For  the  Department  of  the  Treasury: 

4  FRED  COCO 

5  Department  of  the  Treasury 

6  Office  of  Inspector  General 

7  1201  Constitution  Avenue,  N.W. 

8  ICC  Building,  Room  7316 

9  Washington,  D.C.   20220 
10 

11  For  the  Resolution  Trust  Corporation,  Office  of  Inspector 

12  General : 

13  SARA  HERLIHY,  Special  Agent 

14  1735  N.  Lynn  Street,  Ttoom  1163 

15  Rosslyn.  Virginia   22209 
16 

17  For  the  Interviewee,  Harold  Ickes 
18 

19  AMY  R.  SABIN,  ESQUIRE 

20  ROBERT  BENNETT,  ESQUIRE  [via  speakerphone] 

21  Skadden,  Arps,  Slate,  Meagher  &  Flom 

22  144  0  New  York  Avenue,  Northwest 

23  Washington,  D.C.   20005-2107 
24 

25 
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CONFIDENTIAL  3 

1  PROCEEDINGS 

2  [6:40  p.m.] 

3  MR.  COCO:   Mr.  Ickes,  I  am  Special  Agent  Fred-Coco 

4  with  the  Treasury  Office  of  Inspector  General. 

5  MS.  HERLIHY:   And  I'm  Sara  Herlihy,  the  RTC 

6  Inspector  General's  Office. 

7  MR.  COCO:   Here's  my  credentials.   This 

8  administrative  investigation  is  at  the  request  of  Secretary 

9  Bentsen  in  the  Office  of  Government  Ethics  and  has  to  do 

10  with  White  House  contacts  from  Treasury  or  RTC  officials  on 

.11  the  Madison  Savings  &  Loan/Whitewater  matter. 

12  And,  basically,  before  we  begin,  I'd  like  to  place 

13  you  under  oath. 

14  Whereupon, 

lb'  a  witness,  was  called  for  examination,  and,  having  been 

17  first  duly  sworn,  was  examined  and  testified  as  follows: 

18  EXAMINATION 

19  BY  MR.  COCO: 

20  Q    Basically,  what  is  your  current  position  and  the 

21  dates  of  those  positions? 

22  A     I'm  an  assistant  to  the  President  of  the  United 

23  States  and  Deputy  Chief  of  Staff  at  the  White  House. 

24  Q    How  long  have  you  held  that  position? 

25  A    Since  approximately  January  3rd,  1994. 
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CONFIDENTIAL  4 

1  Q    Thank  you.   Can  you  please  detail  any  contacts 

2  between  yourself  and  any  Treasury  or  RTC  officials 

3  concerning  the  Madison  Savings  &.   Loan  and/or  Whitewater?. 

4  A    Well,  when  you  say  detail,  what  do  you  mean? 

5  Q    Contacts,  meetings,  conversations. 

6  A    Yes,  but  when  you  say  detail,  what  do  you  mean? 

7  MS.  HERLIHY:   Describe.   If  you  could  describe  and 

8  probably  what  would  be  most  helpful  is  starting  with  the 

9  first  contact  or  communication  you  can  remember  having  on 

10  the  matter,  who  you  talked  to,  what  was  the  substance. 

11  MS.  SABRIN:   Maybe  we  could  do  it  by  timeframe. 

12  Can  you  --he  just  told  he  started  at  the  White  House 

13  January  3rd.   So  maybe  we  could  -- 

14  MS.  HERLIHY:   Right.   So  starting  with  the  first 

15  one  he  can  remember.   And  when  we  set  that  ti-.efrar.a,  th.er. 

16  we  can  go  from  there. 

17  THE  WITNESS:   Well,  first,  why  don't  you  repeat 

18  the  question? 

19  BY  MR.  COCO: 

20  Q    Okay.   Can  you  detail  your  contacts  in  this  matter 

21  from  the  first  conversation,  meeting,  starting  out  with  your 

22  time  and  your  position,  January  4th,  1994. 

23  A    With  whom? 

24  Q    With  Treasury  or  RTC  officials. 

25  "  A    In  connection  with  what? 
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1  Q    The  Madison  Savings  &  Loan  and  Whitewater  matter. 

2  A    I  remember  a  contact  --  several  contacts  with 

3  Roger  Altman,  a  contact  --  several  contacts  with  Jean 

4  Hanson,  and  one  contact  with  Josh  Steiner. 

5  Q    Can  you  tell  us  which  one  occurred  first  and  when? 

6  A    The  first  contact,  occurred  with  --to  the  best  of 

7  my  recollection,  I  think  occurred  with  Roger  Altman. 

8  Q    When  was  that? 

9  A    It  was  shortly  before  --  either  in  late  January  or 

10  early  February  of  1994. 

11  Q    Can  you  remember  the  date? 

12  A    I  don't  recall  the  exact  date. 

13  Q    Okay.   What  was  the  contact?  Was  it  a  meeting, 

14  phone  conversation? 

15  A    As  I  recall j  it  *as  a  piicr.z   conversation. 

16  Q    And  what  was  the  content  of  that  phone 

17  conversation? 

18  A    What  was  the  context? 

19  Q     Content. 

20  A    Content.   As  I  recall,  Mr.  Altman  called  me, 

21  telephoned  me  to  ask  to  arrange  a  meeting  with  him  and  the 

22  General  Counsel  from  the  Treasury  Department,  as  I  recall, 

23  with  Mr.  McClarty. 

24  Q    And  what  was  the  stated  purpose? 

25  A    I  don't  recall  that  he  stated  a  purpose.   He  may 
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1  have,  buc  as  I  sic  here  today,  I  don'c  recall  whether  he  did 

2  or  not . 

3  Q    Okay.   And  when  was  that  meeting  for? 

4  A    He  asked  me  to  set  it  up  as  soon  as  I  could 

5  arrange  it  with  Mr.  McClarty. 

6  BY  MS.  HERLIHY: 

7  Q    Did  he  indicate  other  people  that  he  wanted  to  be 

8  in  attendance  at  the  meeting? 

9  A    He  indicated  that  he  was  going  to  bring  his 

10  General  Counsel  with  him.   When  I  say  his  General  Counsel, 

11  the  General  Counsel  of  the  Treasury  at  least  then,  is  what  I 

12  recall  him  saying  and  he  specifically  said  he  wanted  a 

13  meeting  with  Mr.  McClarty  and  me. 

14  BY  MR.  COCO: 

15  Q    Did  that  meeting  take  place? 

16  A    The  meeting  took  place. 

17  Q    When  was  it? 

18  A    I  recall  it  was  early  in  February,  the  first, 

19  second  or  third,  sometime  around  there. 

20  Q    And  who  else  was  at  this  meeting? 

21  A    Well,  to  the  best  of  my  recollection,  Mr.  McClarty 

22  did  not  attend  the  meeting,  although  it  was  held  in  his 

23  office,  and  I  recall  his  being  there  in  his  office  early  in 

24  the  meeting,  but  not  participating  in  the  meeting.   Mr. 

25  Alt man,  myself,  Ms r  Hanson,  Mr.  Nussbaum.   I  think  Ms. 
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1  Williams  was  there  and  I  chink  Neil  Eggelston  was  there.   I 

2  don't  recall  anybody  else. 

3  Q    Would  this  be  February  2nd,  1994,  this  meeting? 

4  A    It  would  have  been  around  that  time. 

5  Q    You  said  Mr.  McClarty  was  there? 

6  A    It  was  in  his  office.   He  was  there  in  his  office. 

7  It's  a  fairly  large  office  by  White  House  standards  and  I 

8  recall  his  being  near  his  desk  at  the  other  end  of  the  room. 

9  I  don't  recall  his  participating  in  the  meeting  and  my  best 

10  recollection  is  that  he  left  his  office  socn  after  the 

11  meeting  started. 

12  Q    So  did  he  participate  at  all  in  the  meeting? 

13  A    Not  to  my  -  not  to  my  recollection. 

14  Q    What  was  discussed  at  this  meeting? 

1£         A    .v.r .  ALcuian,  as  I  recall,  raised  the  issue  or  the 

16  upcoming  --  the  possible  --  well,  not  the  possible,  but  the 

17  fact  that  the  statute  of  limitations,  which  I  knew  nothing 

18  about  at  the  time,  of  the  RTC  in  connection  with  an 

19  -  investigation  that  was  apparently  being  conducted  by  the  RTC 

20  on  Madison  Whitewater  was  about  to  expire. 

21  Q    And  what  else?  Was  it  just  the  statute  of 

22  limitation  being  discussed? 

23  A    That  was  --  as  I  recall,  that  was  almost  the 

24  entirety  of  the  meeting.   There  was  some  discussion  at  the 

25  end  of  the  meeting,"  very  short  discussion,  about  Mr.  Altman 
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1  indicated  that  he  was  chinking  about  recusing  himself. 

2  Q    And  what  was  stated  on  that  portion  of  the 

3  conversation,  his  recusal? 

4  A    Stated  by  whom? 

5  Q    By  anyone  at  the  meeting. 

6  A    To  the  best  of  my  recollection,  it  was  a  general 

7  conversation.   He  raised  it  that  he  was  considering  recusing 

8  himself.   There  were  some  questions  and  he  said  that  he 

9  would  be  making  a  decision  in  the  next  several  days  whether 

10  or  not  to  recuse  himself. 

11  BY  MS.  HERLIHY: 

12  -  Q    What  were  the  questions,  if  you  can  recall? 

13  A    There  were  questions  about  the  statute  of 

14  limitations,  when  it  expired,  under  what  conditions  it 

15  expired.   I  don't  think  anybody  in  the  room  other  than  Mr. 

16  Altman  and  Ms.  Hanson  had  a  clear  picture  of  what  the 

17  statute  of  limitations  situation  was.   And  I  think  there 

18  were  some  questions  about  why  Mr.  Altman  was  considering 

19  recusing  himself. 

20  BY  MR.  COCO: 

21  Q    Was  any  information  shared  by  Mr.  Altman?   Was  any 

22  documentation  provided? 

23  A    No,  not  that  I  recall. 

24  Q    Was  he  -- 

25  A    When  you  -say  provided,  provided  to  any  of  the 
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INVESTIGATION  OF  WHITEWATER 

DEVELOPMENT  CORPORATION 

AND  RELATED  MATTERS 


WEDNESDAY,  APRIL  24,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  10:00  a.m.,  in  room  216  of  the  Hart  Sen- 
ate Office  Building,  Senator  Alfonse  M.  D'Amato  (Chairman  of  the 
Committee)  presiding. 

OPENING  STATEMENT  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  Good  morning.  The  Committee  has  essentially 
completed  the  first  two  phases  of  our  investigation — the  Vince  Fos- 
ter Phase  and  the  Washington  Phase. 

During  the  Foster  Phase,  we  found  that  immediately  after  Mr. 
Foster's  death,  three  White  House  officials,  Bernard  Nussbaum, 
Margaret  Williams,  and  Patsy  Thomasson,  conducted  a  late  night 
search  of  his  office.  The  Committee  found  that  Mr.  Nussbaum  told 
one  of  his  assistants,  Steven  Neuwirth,  that  the  First  Lady  and 
Susan  Thomases  did  not  want  law  enforcement  officers  to  have  un- 
fettered access  to  Mr.  Foster's  office.  Now  this  occurred  right  after 
Ms.  Williams  called  Hillary  Clinton  and  Mrs.  Clinton  calls  Ms. 
Thomases  in  the  early  morning  hours. 

During  the  Washington  Phase,  the  Committee  discovered  that 
high-level  officials  at  the  Resolution  Trust  Corporation  attempted 
to  steer  the  criminal  investigations  of  Madison  Guaranty.  April 
Breslaw  told  an  RTC  investigator  that  there  are  some  RTC  people 
in  management  positions  who  would  take  "a  dim  view"  of  inves- 
tigating Madison  Guaranty.  Ms.  Breslaw  told  RTC  investigator 
Jean  Lewis  in  a  taped  conversation  that  head  people  at  the  RTC 
would,  "Like  to  be  able  to  say  Whitewater  did  not  cause  a  loss  to 
Madison." 

The  Special  Committee  learned  that  the  White  House  contacted 
the  Small  Business  Administration  about  Judge  David  Hale  and 
his  SBA-funded  investment  company,  Capital  Management.  We 
further  discovered  that  at  the  request  of  the  White  House,  the  SB  A 
sent  confidential  files  relating  to  Hale  to  White  House  Associate 
Counsel  Neil  Eggleston.  The  Department  of  Justice  had  to  step  in 
and  demand  the  return  of  those  files. 
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The  Committee  discovered  that  the  White  House  even  tried  to 
hinder  the  Senate's  own  inquiry  in  the  summer  of  1994  as  to  im- 
proper contacts  between  the  Treasury  Department  and  the  White 
House. 

Now  in  the  coming  weeks  we  will  focus  upon  the  Arkansas  Phase 
of  our  investigation.  This  phase  concerns  the  activities  of  then-Gov- 
ernor Clinton,  his  business  partners  and  associates  during  the 
1980's.  We  will  investigate  whether  Governor  Clinton  improperly 
used  the  power  of  his  office  to  reward  his  friends,  partners,  and  as- 
sociates. I  will  briefly  lay  out  the  matters  that  we  will  examine. 

First,  the  funding  of  Whitewater;  second,  the  handling  of  White- 
water after  1986;  third,  the  tax  treatment  of  Whitewater;  fourth, 
David  Hale  and  Capital  Management  Services;  fifth,  Dan  Lasater; 
sixth,  the  Perry  County  Bank  in  the  1990  Arkansas  Gubernatorial 
Campaign;  and  finally,  the  Rose  Law  Firm  billing  records,  the 
records  that  mysteriously  appeared  in  the  personal  residence  of  the 
White  House  this  past  January.  How  did  these  important  records 
get  from  Little  Rock  to  Washington,  who  left  these  records  in  the 
White  House  Book  Room  and  why  were  the  subpoenaed  records  not 
turned  over  to  investigators  for  2  years? 

As  you  can  see,  these  areas  that  I  have  just  briefly  touched  on 
will  take  a  substantial  amount  of  work  and  time  and  effort  to  com 
plete  in  the  next  few  weeks,  but  we  will  fulfill  our  obligation  to  the 
American  people  to  get  the  full  facts  and  to  answer  these  questions 

Today,  we  will  hear  from  several  witnesses  about  two  matters, 
the  fundraiser  held  at  Madison  Guaranty  for  Bill  Clinton  and  the 
lucrative  contracts  that  Madison  was  awarded  to  lease  office  space 
to  an  Arkansas  State  agency. 

On  April  4,  1985,  McDougal  hosted  a  fundraiser  at  the  offices  of 
Madison  Guaranty.  The  purpose  of  the  fundraiser  was  to  pay  off 
the  remaining  campaign  debt  from  the  1984  Gubernatorial  Cam- 
paign. In  the  closing  days  of  that  race,  Bill  Clinton  took  out  a  loan 
for  $50,000  from  the  Bank  of  Cherry  Valley.  The  Clintons  were  per- 
sonally obligated  to  pay  off  that  loan.  We  also  know  that  both  be- 
fore and  after  the  fundraiser,  Madison  received  valuable  contracts 
to  lease  space  to  the  Arkansas  Development  Finance  Authority; 
and  that  these  contracts  helped  prop  up  McDougal's  financial  house 
of  cards. 

Our  witnesses  today  will  testify  about  whether  there  was  a  con 
nection  between  the  award  of  the  lease  to  Governor  Clinton  and 
the  McDougal  fundraiser.  We  will  proceed  as  we  have  in  the  past 
in  a  bipartisan  manner.  We  will  work  hard  to  get  out  all  the  facts 
as  thoroughly,  and  as  completely,  and  as  expeditiously  as  we  can. 
It  is  the  intent  of  the  Chairman  to  wrap  this  up  before  June  14th, 
if  at  all  possible,  and  certainly  to  complete  the  report  by  June  17th. 

I  want  to  thank  the  Ranking  Member,  Senator  Sarbanes,  all  our 
Members,  and  the  staff  that  has  worked  in  a  collegial  way  in  very 
difficult  circumstances  and  in  a  bipartisan  effort  to  successfully 
complete  this  inquiry. 

Senator  Sarbanes. 

OPENING  COMMENTS  OF  SENATOR  PAUL  S.  SARBANES 

Senator  Sarbanes.  Well,  thank  you  very  much,  Mr.  Chairman. 
Since  I  share  your  expressed  intention  to  move  through  the  agenda 
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expeditiously,  I'm  going  to  forgo,  as  it  were,  responding  chapter  and 
verse  to  some  of  the  supposed  findings  you  set  out  in  your  opening 
statement  with  respect  to  the  work  we've  more  or  less  completed 
thus  far.  Suffice  it  to  say  in  my  view,  no  illegality  or  impropriety 
was  demonstrated,  and  that  is  very  important.  Obviously,  that  will 
be  set  forth  in  the  final  report  which  is  due  on  June  17th,  and  I 
expect  it  is  quite  apparent  there  will  be  differing  interpretations  at 
that  time.  I  will  forego  undertaking  that  project  right  now  since  I 
think  we  ought  to  move  ahead  with  the  people  that  are  before  us. 

I  am  hopeful  we  will  be  able  to  conduct  these  hearings  over  the 
next  2  months  in  a  fair,  thorough,  and  comprehensive  way.  That 
we  will  be  able  to  address  the  items  that  are  on  the  agenda  in  a 
responsible  manner,  and  then  we  will  draw  our  conclusions  at  the 
end  after  we  have  heard  all  the  testimony. 

Thank  you. 

The  Chairman.  Could  I  ask  the  panel,  please,  to  stand  for  the 
purposes  of  taking  the  oath? 

[Witnesses  sworn.] 

The  Chairman.  I  want  to  thank  the  panel  for  their  cooperation. 

Let  me  ask  if  any  of  my  colleagues  have  any  statements  that 
they  would  like  to  make  before  we  start  with  the  panel? 

Senator  Faircloth. 

OPENING  COMMENT  OF  SENATOR  LAUCH  FAIRCLOTH 

Senator  Faircloth.  I  do  not. 

The  Chairman.  Do  any  of  the  witnesses  have  any  statements 
that  they  would  like  to  make? 

Mr.  Mallard.  I  do  not. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Good  morning. 

Ms.  Herr,  actually  all  the  witnesses,  let  me  focus  your  attention 
to  the  subject  matter  I  am  going  to  be  asking  you  questions  about 
today.  This  has  to  do  with  a  number  of  leases  that  were  entered 
into  between  State  agencies  in  Arkansas  and  properties  owned  by 
James  McDougal  and  his  real  estate  company,  which  was  part  of 
his  savings  and  loan,  Madison  Guaranty,  back  in  the  mid-1980's. 
In  particular,  we  are  examining  the  relationship,  if  any,  between 
those  State  agency  leases  and  Mr.  McDougal's  property,  how  those 
leases  came  to  be,  and  the  effect  that  those  leases  had  on  Mr. 
McDougal's  financial  well-being,  because  obviously,  from  the  stand- 
point of  his  savings  and  loan  and  his  financial  business,  the  real 
estate  holdings  of  Madison  Financial  were  an  important  part  of  the 
total  financial  picture  keeping  him  afloat.  So  we  want  to  examine 
the  way  in  which  that  asset,  his  real  estate  company,  was  assisted 
through  the  obtaining  of  these  leases. 

I  would  like  to  start  with  Ms.  Herr.  Where  do  you  now  work? 

SWORN  TESTIMONY  OF  HELEN  HERR 

FORMER  LEASING  ADMINISTRATOR 

ARKANSAS  STATE  BUILDING  SERVICES 

Ms.  Herr.  I'm  employed  with  the  U.S.  Army  Corps  of  Engineers. 
Mr.  Chertoff.  Back  in  the  mid-1980's  you  worked  for  the  State 
of  Arkansas? 
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Ms.  Herr.  That's  right. 

Mr.  Chertoff.  What  was  your  job? 

Ms.  Herr.  I  was  the  Leasing  Administrator  at  State  Building 
Services. 

Mr.  Chertoff.  I'm  going  to  ask  you  to  move  the  mike  a  little 
closer.  You  can  move  it  to  you  rather  than  move  yourself  to  it. 

I  would  like  to  focus  your  attention  on  the  period  starting  in 
1983  and  ask  whether,  at  the  time  you  were  in  charge  of  State 
leases,  you  got  involved  in  helping  what  was  then  known  as  the  Ar- 
kansas Housing  Agency  look  for  new  office  space  in  Little  Rock. 

Ms.  Herr.  That's  right. 

Mr.  Chertoff.  And  how  did  you  go  about  doing  that  in  the  fall 
of  1983? 

Ms.  Herr.  Many  of  the  details  are  left — I  don't  remember  the  de- 
tails because  at  that  time,  Senator,  we  had  many  State  agencies 
that  moved  around  in  the  city.  I  can  tell  you  that  the  people  in  my 
office  had  solicited  the  market,  as  we  typically  did.  Whether  or  not 
this  particular  case  we  did  it  through  a  newspaper  advertisement, 
I  don't  remember,  but  we  had  solicited  the  market  looking  for  space 
to  house  Mr.  Epes'  agency  because  the  space  that  they  were  in 
presently  occupying  they  had  outgrown. 

Mr.  Chertoff.  Mr.  Epes  is  the  gentleman  sitting  to  your  right? 

Ms.  Herr.  Yes,  sir. 

Mr.  Chertoff.  He  was  then  the  head  of  the  Arkansas  Housing 
Agency? 

Ms.  Herr.  He  was  the  Director. 

Mr.  Chertoff.  Am  I  right  that  at  this  particular  time  in  the 
mid-1980's,  the  real  estate  market  in  Little  Rock  was  kind  of  soft? 

Ms.  Herr.  It  was. 

Mr.  Chertoff.  And  what  that  means  for  people  who  are  not  in- 
volved in  real  estate  is  that  there  were  some  empty  space,  there 
were  vacancies  and  landlords  were  pretty  eager  to  get  tenants  to 
fill  those  spaces;  right? 

Ms.  Herr.  That's  right. 

Mr.  Chertoff.  Just  so  we  can  understand  a  little  bit  about  the 
economics  of  the  way  it  works  with  real  estate,  if  you  are  a  com- 
mercial landlord  like  Jim  McDougal  was  or  like  this  bank  subsidi- 
ary was,  am  I  right  that  the  real  value  of  your  commercial  building 
lies  in  the  rent  you  can  obtain  by  leasing  it  out? 

Ms.  Herr.  Sure. 

Mr.  Chertoff.  And  if  you  can  find  a  long-term  tenant  who  is 
going  to  take  a  long-term  lease,  pay  market  rates  or  above  market 
rates,  is  financially  responsible  like  a  government  agency,  that  is 
a  prime  tenant  for  a  landlord? 

Ms.  Herr.  Yes,  it  is. 

Mr.  Chertoff.  Would  you  agree  with  me,  therefore,  that  in  1983 
and  1984  in  Little  Rock,  given  the  soft  market  in  real  estate,  it  was 
very  desirable  for  someone  who  was  renovating  an  office  building 
and  had  a  lot  of  vacancies  to  get  a  State  agency  to  come  on  in  and 
take  a  long-term  lease? 

Ms.  Herr.  Yes,  it  was. 

Mr.  Chertoff.  I  take  it  you  would  also  agree  with  me  that  from 
the  standpoint  of  the  financial  picture  of  Mr.  McDougal's  real  es- 
tate business,  if  you  have  a  leased  out  or  an  occupied  commercial 
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building,  that  increases  the  value  of  the  asset  because  you  have 
tenants  who  are  actually  paying  rent  and  that's  generating  income; 
is  that  right? 

Ms.  Herr.  Yes,  sir. 

Mr.  Chertoff.  I  guess  it  was  no  surprise,  then,  that  in  the  fall 
of  1983,  there  were  a  number  of  landlords  who  were  soliciting  the 
possibility  of  having  the  housing  agency  move  into  their  buildings; 
is  that  right? 

Ms.  Herr.  That's  right. 

Mr.  Chertoff.  In  fact,  am  I  right  that  in  the  fall  of  1983,  Mr. 
Epes  actually  had  tentatively  suggested  a  couple  of  buildings  to  you 
as  the  leasing  person  that  he  might  be  interested  in  having  his 
agency  occupy? 

Ms.  Herr.  As  I  recall,  he  had,  yes. 

Mr.  Chertoff.  And  did  he,  in  fact,  ask  you  to  start  negotiating 
with  a  couple  of  those  premises? 

Ms.  Herr.  I  remember  that  because  you  have  put  a  memo  in 
front  of  me  that  says  that.  I  did  not  remember  that  until  I  saw  that 
memo. 

Mr.  Chertoff.  But  with  your  memory  refreshed,  can  you  tell  us 
a  little  bit  about  what  he  had  asked  you  to  do  in  late  1983? 

Ms.  Herr.  There  was  a  location  that  he  liked  on  Brookwood 
Drive,  and  I  don't  recall  a  lot  about  it,  that  particular  location. 

Mr.  Chertoff.  But  are  you  at  least  clear  that  as  of  late  1983, 
you  had  already  gone  through  a  fair  amount  of  processing  of  pro- 
posals, there  were  a  couple  of  places  that  Mr.  Epes  was  interested 
in  that  you  were  beginning  to  pursue? 

Ms.  Herr.  Yes,  yes,  sir. 

Mr.  Chertoff.  Now  did  there  come  a  time  after  you  were  pretty 
well  along  in  this  process  that  you  learned  that  Susan  McDougal 
and  Jim  McDougal  were  interested  in  being  considered  for  having 
this  agency  lease  space  in  their  building,  in  Madison? 

Ms.  Herr.  Yes,  yes,  sir. 

Mr.  Chertoff.  How  did  you  learn  about  that? 

Ms.  Herr.  As  I  recall,  Ms.  McDougal  came  to  our  office  and  met 
with  Mr.  Mallard,  and  Mr.  Mallard  asked  me  to  come  into  his  office 
and  I  met  with  him  there. 

Mr.  Chertoff.  What  did  Mr.  Mallard  tell  you? 

Ms.  Herr.  That  the  McDougals  were  developing  a  building  that 
he  would  like  for  us  to  look  at. 

Mr.  Chertoff.  Mr.  Mallard  was  who  at  that  time? 

Ms.  Herr.  Mr.  Mallard  was  the  Director  of  the  agency. 

Mr.  Chertoff.  Your  agency? 

Ms.  Herr.  Yes,  sir,  my  boss. 

Mr.  Chertoff.  He  was  your  boss? 

Ms.  Herr.  Yes,  sir. 

Mr.  Chertoff.  So  you  were  in  charge  of  leasing,  and  he  was 
your  boss  in  your  agency? 

Ms.  Herr.  That's  right. 

Mr.  Chertoff.  Mr.  Mallard  called  you  in  to  meet  with  Susan 
McDougal? 

Ms.  Herr.  Yes,  sir. 

Mr.  Chertoff.  And  told  you  that  the  McDougals  were  interested 
in  being  considered  to  have  the  lease  in  their  building? 
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Ms.  Herr.  Yes,  sir. 

Mr.  CHERTOFF.  Now  did  Mr.  Mallard  tell  you  to  do  anything? 

Ms.  Herr.  He  asked  that  I  get  the  gentleman  that  worked  in  our 
architectural  division  to  go  with  me  to  look  at  the  space. 

Mr.  Chertoff.  Did  you  do  that? 

Ms.  Herr.  Yes,  sir. 

Mr.  Chertoff.  Did  you  go  with  Mr.  Epes? 

Ms.  Herr.  I  don't  recall  who  from  Mr.  Epes'  agency  went  at  that 
particular  time.  Mr.  Brooks  in  my  office  and  Mr.  Anderson  in  his 
office  were  handling  a  lot  of  the  details  at  that  time. 

Mr.  Chertoff.  All  right.  So  Mr.  Epes  had  someone  in  his  office, 
in  the  housing  agency's  office,  named  Mr.  Anderson  and  you  had 
someone  in  your  office  named  Mr.  Brooks? 

Ms.  Herr.  Yes,  sir. 

Mr.  Chertoff.  And  your  understanding  is  that  someone  from 
your  agency  and  someone  from  the  housing  agency  actually  went 
to  look  at  the  premises  in  Mr.  McDougal's  building? 

Ms.  Herr.  Yes,  sir.  And  I  went  also. 

Mr.  Chertoff.  After  this  inspection,  what  was  Mr.  Epes' — what 
was  his  reaction?  Did  he  want  to  go  ahead  and  lease  space  in  the 
building,  Mr.  McDougal's  building,  or  not? 

Ms.  Herr.  No,  he  did  not. 

Mr.  Chertoff.  Did  he  explain  why  not? 

Ms.  Herr.  As  I  recall,  the  objections  were  the  location  of  the  fa- 
cility and  the  fact  that  they  did  not  believe  that  there  was  enough 
space  to  efficiently  design  their  offices. 

Mr.  Chertoff.  When  you  say  "location,"  what  was  there  in  par- 
ticular about  the  location  that  was  a  problem  for  Mr.  Epes'  agency' 

Ms.  Herr.  The  location  was  in  an  area  of  Little  Rock  on  South 
Main  Street  that  had  gone  through  a  number  of  years  of  having 
many  vacant  buildings  and  they  did  not  feel  that  it  was  a  desirable 
location. 

Mr.  Chertoff.  Did  they  feel  it  was  unsafe? 

Ms.  Herr.  Yes. 

Mr.  Chertoff.  You  said  there  were  also  concerns  about  space 
that  there  was  not  enough  space  for  the  agency  or  there  wouldn'1 
be  enough  if  the  agency  expanded? 

Ms.  Herr.  Yes,  sir. 

Mr.  Chertoff.  Now  did  Mr.  Epes  actually  have  a  letter  senl 
under  his  signature  rejecting  Mr.  McDougal's  building  as  a  place 
for  his  agency  to  occupy  space  in? 

Ms.  Herr.  Yes,  he  did. 

Mr.  Chertoff.  I'm  going  to  show  you  a  copy  of  that  letter  which 
we  will  put  up  on  the  screen  here.  You  should  have  a  copy  in  front 
of  you,  dated  March  5,  1984.  It's  addressed  to  a  Ms.  Helen  Vowell 
I  take  it  that's  you? 

Ms.  Herr.  Yes,  sir. 

Mr.  Chertoff.  In  a  prior  name? 

Ms.  Herr.  In  another  life. 

Mr.  Chertoff.  This  is  Mr.  Epes'  letter  officially  on  behalf  of  the 
housing  agency  rejecting  the  space  at  the  Madison  building;  right? 

Ms.  Herr.  Yes. 

Mr.  Chertoff.  Did  you  go  tell  your  boss,  Mr.  Mallard,  that  Mr. 
Epes  did  not  want  to  go  lease  space  in  Mr.  McDougal's  building? 


2245 

Ms.  Herr.  Yes,  as  I  recall  I  did. 

Mr.  Chertoff.  Did  you  have  a  face-to-face  conversation  with  Mr. 
Mallard  about  that? 

Ms.  Herr.  Yes. 

Mr.  Chertoff.  What  did  Mr.  Mallard  tell  you? 

Ms.  Herr.  As  I  recall,  we  talked  a  lot  about  it  and  Mr.  Mallard 
thought  that  the  location — that  Mr.  Epes'  objections  were  not  valid, 
that  it  was  a  good  location  and  that  our  architect  could  design  the 
space  to  fit  them.  And  he  told  me  that  the  Governor's  office  was 
interested  in  helping  develop  that  portion  of  Little  Rock.  The  Gov- 
ernor's Mansion  was  located  near  there.  It's  an  area — it's  a  histori- 
cal area  of  Little  Rock  called  the  Quapaw  Quarter,  and  he  said  that 
they  were  very  interested  in  leasing  the  space  to  help  in  the  revi- 
talization  of  that  portion  of  Little  Rock. 

Mr.  Chertoff.  When  you  say,  "they  were  interested  in  leasing 
the  space,"  you  mean  the  Governor's  office  was  interested  in  having 
the  agency  lease  the  space? 

Ms.  Herr.  Yes. 

Mr.  Chertoff.  Other  than  saying  that  the  Governor's  office  was 
interested  because  it  would  help  the  development  of  that  area,  did 
he  say  anything  else  in  that  conversation  about  why  there  might 
be  an  interest  in  having  that  space  in  Mr.  McDougal's  building 
rented? 

Ms.  Herr.  He  said  that  the  Clintons  and  the  McDougals  were 
friends  and  that  they  were  interested  in  developing  that  part  of 
Little  Rock. 

Mr.  Chertoff.  So  Mr.  Mallard  really  gave  you  two  reasons.  He 
said  to  you  that  there  was  interest  in  developing  that  quarter  of 
Little  Rock  and  that  the  McDougals  were  friends  of  the  Clintons? 

Ms.  Herr.  Well,  yes,  sir. 

Mr.  Chertoff.  Did  Mr.  Mallard  tell  you  that  he  didn't  want  to 
consider  any  other  proposals  for  Mr.  Epes'  agency,  that  in  fact  he 
wanted  to  have  this  be  the  proposal  that  was  accepted? 

Ms.  Herr.  I  don't  recall  if  he  said  it  exactly  like  that  to  me.  I 
just  know  that  he  said  that  he  was  interested  in  us  pursuing  work- 
ing out  an  agreeable  solution. 

Mr.  Chertoff.  By  the  way,  did  Mr.  Mallard  indicate  to  you  or 
were  you  aware  that  Mr.  Mallard  himself  was  a  friend  of  the 
McDougals? 

Ms.  Herr.  Yes. 

Mr.  Chertoff.  How  were  you  aware  of  that? 

Ms.  Herr.  Mr.  Mallard  told  me. 

Mr.  Chertoff.  This  is  obviously  an  important  conversation.  I 
want  to  see  if  we  can  kind  of  sharpen  it  a  little  bit  by  going  back 
to  a  question  and  answer  you  testified  about  when  you  gave  a  depo- 
sition a  short  while  back,  I  think  it  was  on  February  13th,  before 
we  broke.  It's  at  page  145  of  your  deposition,  if  you  can  find  it. 

Ms.  Herr.  I  have  it. 

Mr.  Chertoff.  There's  a  question  at  line  3  from  Mr.  Fromewick, 
Counsel  on  the  Democratic  side: 

Question:  So  back  up  if  we  can  to  that  period  of  time,  yes,  you  knew  that  the 
McDougals  and  Clintons  were  friends,  and  you  said  you  knew  that  Mallard  was 
friends  of  the  McDougals? 

Answer:  He  was  friends  and  he  would  talk  about  seeing  them  in  a  social  setting. 
And  I  don't  recall  exactly  what  he  said  to  me  when  he  told  me  that  we  were  not 
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going  to  consider  other  proposals,  only  the  Madison  proposals.  But  as  I  recall,  he 
said  the  Governor's  office  wants  us  to  lease  this  space,  and  that's  the  way  it  is  going 
to  be. 

Question:  And  you  are  quite  clear  about  that? 

Answer:  That's  the  way  I  recall  it. 

That's  your  testimony;  right? 

Ms.  Herr.  Yes,  sir. 

Mr.  Chertoff.  And  that's  the  way  it  happened? 

Ms.  Herr.  Yes,  sir.  I  thought — you  were  questioning  me  a  few 
minutes  ago  about  early  negotiations  on  the  Madison  space. 

Mr.  Chertoff.  This  relates  to  another  conversation  you  had? 

Ms.  Herr.  As  I  recall  it,  this  would  have  been  a  little  bit  later 
on  when  it  became  even  more  apparent  that  Mr.  Epes  and  his  em- 
ployees did  not  want  to  move  there. 

Mr.  Chertoff.  OK.  So  then  there  came  a  point  after  this  initial 
objection  by  Mr.  Epes  that  Mr.  Epes  continued  to  resist  moving  to 
this  Madison  building? 

Ms.  Herr.  Yes,  he  did. 

Mr.  Chertoff.  I  gather  that  a  lot  of  the  problem  was  the  em- 
ployees in  Mr.  Epes'  agency  didn't  want  to  work  in  that  building? 

Ms.  Herr.  That's  right. 

Mr.  Chertoff.  I  gather  some  of  that  was  due  to  safety  concerns? 

Ms.  Herr.  Yes,  sir. 

Mr.  Chertoff.  You  went  back  and  had  an  additional  conversa- 
tion with  Mr.  Mallard  about  this? 

Ms.  Herr.  Well,  we  had  many  conversations.  We  saw  each  other 
daily  and  worked  with  each  other  very  closely. 

Mr.  Chertoff.  And  this  excerpt  from  your  earlier  testimony  in 
the  deposition  where  you  said  that  he  wasn't  going  to  consider 
other  proposals,  "The  Governor's  office  wants  us  to  lease  this  space 
and  that's  the  way  it's  going  to  be."  This  comment  by  Mr.  Mallard 
came  as  you  continued  to  relay  Mr.  Epes'  objections? 

Ms.  Herr.  Yes. 

Mr.  Chertoff.  Mr.  Epes,  did  you  ever  wind  up  actually  meeting 
with  the  Governor  about  this? 

SWORN  TESTIMONY  OF  S.  WOOTEN  EPES 

FORMER  EXECUTIVE  DIRECTOR 

ARKANSAS  HOUSING  DEVELOPMENT  AGENCY 

Mr.  Epes.  Yes,  sir,  I  did. 

Mr.  Chertoff.  I  take  it  that  was  after  you  had  sent  your  letter 
of  March  5,  1984;  right? 

Mr.  Epes.  Yes,  sir. 

Mr.  Chertoff.  Now  is  that  your  signature  on  the  letter? 

Mr.  Epes.  No,  sir. 

Mr.  Chertoff.  It's  the  signature  of  your  deputy? 

Mr.  Epes.  I  am  not  certain,  but  I  do  recall  that  a  letter  was  au- 
thorized to  be  sent  and  I  believe  that  Mr.  Anderson  probably  signed 
my  name  to  it,  and  I  was  somewhat  familiar  with  the  contents  of 
it.  I  knew  that  it  went  out. 

Mr.  Chertoff.  So  you  authorized  the  letter  to  be  sent  with  your 
signature? 

Mr.  Epes.  Yes,  yes,  sir. 
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Mr.  Chertoff.  So  it's  clear  that  as  of  March  5th,  the  date  of  this 
letter,  as  Ms.  Herr  testified,  you  on  behalf  of  your  agency  did  not 
want  to  accept  the  proposal  at  Madison? 

Mr.  Epes.  Yes,  sir. 

Mr.  Chertoff.  Did  you  go  to  Mr.  Mallard  to  speak  to  him  and 
renew  your  objection? 

Mr.  Epes.  I  don't  believe  I  did. 

Mr.  Chertoff.  You  conveyed  it  through  Ms.  Herr? 

Mr.  Epes.  It's  been  many  years,  so  I'm  not  certain,  but  probably 
Mr.  Anderson  did.  He  handled  many  of  the  day-to-day  activities  re- 
garding the  lease  arrangement. 

Mr.  Chertoff.  Just  for  the  record,  I  believe  Mr.  Anderson  has 
passed  away,  so  that's  why  we  don't  have  him  here. 

Mr.  Epes.  Yes,  sir. 

Mr.  Chertoff.  Now  there  comes  a  point  where  you,  Mr.  Epes, 
Mr.  Anderson,  or  your  agency  are  resisting  taking  this  lease  and 
Mr.  Mallard  is  insisting  that  you  take  it  and  you  finally  have  a 
meeting  with  the  Governor,  Governor  Clinton.  How  did  that  come 
about,  Mr.  Epes? 

Mr.  Epes.  The  Chairman  of  the  Board  of  Directors  of  the  Arkan- 
sas Housing  Development  Agency  discussed  the  matter  with  me 
and  was  very  aware  that  the  employees  of  the  agency  did  not  want 
to  be  located  in  that  building.  And  I'm  not  certain  whose  suggestion 
it  was,  but  during  the  conversation  I  had  with  him  regarding  that, 
it  became  clear  to  us  that  the  only  recourse  was  to  go  to  both  of 
our  boss,  who  was  the  Governor. 

Mr.  Chertoff.  You  actually  had  a  meeting  with  the  Governor? 

Mr.  Epes.  Yes,  sir. 

Mr.  Chertoff.  Who  else  was  at  the  meeting? 

Mr.  Epes.  The  Chairman,  Mr.  Hardwicke,  was  there,  and  the 
Governor  and  I  believe  someone  else  was  in  the  room,  but  I  do  not 
recall  who. 

Mr.  Chertoff.  In  that  meeting  did  you  explain  to  Governor  Clin- 
ton that  your  employees  did  not  want  to  occupy  space  in  or  work 
in  the  Madison  building? 

Mr.  Epes.  Yes,  sir,  I  did. 

Mr.  Chertoff.  And  you  indicated  that  Mr.  Mallard  was  insisting 
you  take  the  lease? 

Mr.  Epes.  I  believe  that  I  did  that,  yes,  sir. 

Mr.  Chertoff.  At  the  time  you  had  this  conversation  with  the 
Governor,  was  it  common  to  take  disputes  about  leases  to  the  Gov- 
ernor's office? 

Mr.  Epes.  I  do  not  know.  I  had  only  been  in  that  job  several 
nonths. 

Mr.  Chertoff.  Other  than  this  occasion  you  met  with  the  Gov- 
ernor on  this  lease,  do  you  remember  any  other  instances  that  a 
lispute  like  this  was  taken  up  to  the  Governor,  in  your  experience? 

Mr.  Epes.  My  experience  was  in  my  job,  we  moved  twice,  and  the 
second  time,  it  did  not  occasion  a  meeting  with  the  Governor. 

Mr.  Chertoff.  On  this  occasion,  did  the  Governor  evidence  fa- 
niliarity  with  the  issue  about  this  lease  or  did  you  have  to  explain 
t  to  him? 

Mr.  Epes.  I  don't  recall. 

Mr.  Chertoff.  Did  he  indicate  that  he  knew  Mr.  McDougal? 
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Mr.  Epes.  I  am  not  certain  that  Mr.  McDougal's  name  was  dis- 
cussed during  the  meeting. 

Mr.  Chertoff.  Well,  was  the  name  of  the  building  discussed  in 
the  meeting? 

Mr.  Epes.  Yes,  sir. 

Mr.  Chertoff.  It's  the  Madison  building? 

Mr.  Epes.  Yes,  sir. 

Mr.  Chertoff.  I  take  it  that  the  Quapaw  Quarter  is  near  the 
Governor's  Mansion  so  you  would  expect  that  the  Governor  would 
be  familiar  with  the  building? 

Mr.  Epes.  Yes,  sir.  The  Quapaw  Quarter  includes  the  Governor's 
Mansion  and  the  area  where  this  building  is  located. 

Mr.  Chertoff.  Now  after  you  had  told  Governor  Clinton  about 
the  objections  your  employees  had  to  working  in  this  building,  what 
was  his  decision  about  whether  your  agency  would  take  this  lease 
in  the  Madison  building  or  not? 

Mr.  Epes.  I  am  not  sure  that  he  actually  made  a  decision.  His 
statement  was  that  he  did  not  see  the  necessity  to  overrule  the  de- 
cision of  Mr.  Mallard  and  that  he  felt  that  that  part  of  downtown 
Little  Rock  needed  redevelopment  and  that  it  would  be  a  good 
thing  for  the  State  to  be  located  in  that  part  of  town  to  assist  in 
that  redevelopment.  It  was  about  four  blocks  from  the  Governor's 
Mansion. 

Mr.  Chertoff.  So  Mr.  Clinton  essentially  sided  with  Mr.  Mal- 
lard's decision  or  he  accepted  Mr.  Mallard's  decision  that  you 
should  go  ahead  and  take  the  lease;  right? 

Mr.  Epes.  Yes,  sir. 

Mr.  Chertoff.  And  you  signed  the  lease  on  about  April  1,  1984; 
is  that  fair  to  say? 

Mr.  Epes.  Yes,  sir.  That's  what  the  lease  shows  here. 

Mr.  Chertoff.  Would  it  surprise  you  to  learn  that  it  was  a  5- 
year  lease  and  that  the  total  amount  of  payments  over  the  5  years 
was  a  little  bit  under  $300,000?  You  can  take  a  look  at  the  docu- 
ment if  you  want  to. 

Mr.  Epes.  Well,  it  was  $4,800  a  month,  whatever  that  is  times 
60,  yes,  sir. 

Mr.  Chertoff.  Now,  Ms.  Herr,  it's  interesting,  we  heard  the  ra- 
tionale for  this  lease  was — at  least  part  of  the  rationale  was  to  revi- 
talize this  Quapaw  Quarter  of  Little  Rock.  Other  than  this  lease, 
in  the  Madison  building  which  I  gather  was  a  year  later  in  April 
1985,  was  expanded,  is  that  correct,  Mr.  Epes,  that  your  agency 
took  additional  space  in  the  Madison  building  in  1985? 

Mr.  Epes.  We  did. 

Mr.  Chertoff.  I  believe  the  lease  was  signed  in  August. 

Mr.  Epes.  I  was  going  to  say,  my  recollection  was  it  was  later 
because  the  Arkansas  Housing  Development  Agency  was  abolished 
in  1985  and  the  new  agency,  the  Arkansas  Development  Finance 
Authority,  was  the  successor  agency  and  it  was  an  expanded  au- 
thority which  required  additional  staff,  and  therefore,  when  we 
began  staffing  up  for  the  new  agency,  we  needed  more  space. 

Mr.  Chertoff.  So  you  leased  additional  space  in  Mr.  McDougal's 
building? 

Mr.  Epes.  Right. 
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Mr.  Chertoff.  Ms.  Herr,  other  than  that  lease  and  then  the  ex- 
panded lease,  were  there  any  other  leases  that  you  were  aware  of 
during  this  period  from  1983  to  1985  down  in  this  Quapaw  Quarter 
which  was,  we've  been  told,  the  point  of  redevelopment? 

Ms.  Herr.  At  some  point,  and  I  see  here  it  was  November,  the 
State  Revenue  Department  leased  a  facility  across  the  street  from 
the  bank. 

Mr.  Chertoff.  Who  owned  that  facility? 

Ms.  Herr.  Mr.  McDougal. 

Mr.  Chertoff.  So  that  was  another  State  lease  that  went  into 
a  property  owned  by  Mr.  McDougal? 

Ms.  Herr.  Yes. 

Mr.  Chertoff.  Other  than  the  leases  that  were  obtained  in  Mr. 
McDougal's  properties  during  your  period  of  tenure  between  1983 
and  let's  say  1985  or  1986,  were  any  other  State  agencies  located 
in  any  non-McDougal  buildings  in  that  area  already? 

Ms.  Herr.  Not  that  I  recall. 

Mr.  Chertoff.  Ms.  Hays,  I  would  like  to  turn  to  you  for  a 
minute  in  the  last  few  minutes  we  have.  You  actually  went  to  work 
at  Madison  Guaranty  Savings  &  Loan  in  June  1985? 

SWORN  TESTIMONY  OF  PATRICIA  J.  HAYS 

FORMER  ADMINISTRATIVE  ASSISTANT  &  COLLECTIONS 

OFFICER,  MADISON  GUARANTY  SAVINGS  &  LOAN 

Ms.  Hays.  That's  right. 

Mr.  Chertoff.  You  were  not  involved  in  negotiating  any  of  these 
leases,  were  you? 

Ms.  Hays.  No. 

Mr.  Chertoff.  Were  you  aware  in  1985  that  there  was  discus- 
sion about  expanding  the  Arkansas  Housing  Agency's  lease  in  the 
Madison  building? 

Ms.  Hays.  I  was  aware  of  it.  But  I  don't  remember  exactly  when 
that  was. 

Mr.  Chertoff.  In  fact,  you  were  taken  through  some  of  the  addi- 
tional space? 

Ms.  Hays.  Right. 

Mr.  Chertoff.  Other  than  the  bank  offices  and  the  State  agency, 
were  there  any  other  tenants  in  Mr.  McDougal's  building  on  Main 
Street? 

Ms.  Hays.  Yes. 

Mr.  Chertoff.  Which  were  the  other  tenants? 

Ms.  Hays.  Quapaw  Title  Company. 

Mr.  Chertoff.  What  was  that?  What  kind  of  business  was  that? 

Ms.  Hays.  A  title  company. 

Mr.  Chertoff.  Who  owned  that,  do  you  know? 

Ms.  Hays.  Andy  Clark. 

Mr.  Chertoff.  Other  than  that,  any  other  tenants? 

Ms.  Hays.  Not  that  I  remember. 

Mr.  Chertoff.  Now,  you  were  not  involved  in  1985  in  the  leas- 
ing decision;  right? 

Ms.  Hays.  That's  right. 

Mr.  Chertoff.  Were  you  aware  in  1985  in  April  that  there  had 
been  a  fundraiser  that  Mr.  McDougal  held  for  Governor  Clinton  to 
retire  a  campaign  debt  from  the  previous  year's  election? 
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Ms.  Hays.  No. 

Mr.  Chertoff.  Did  there  come  a  time  in  1987  that  you  did  be- 
come aware  that  there  had  been  a  fundraiser  to  retire  a  campaign 
debt  that  was  held  by  Mr.  McDougal? 

Ms.  Hays.  No,  sir.  I  think  the  first  time  I  learned  about  that  was 
when  I  read  it  in  the  paper  recently. 

Mr.  Chertoff.  Did  there  come  a  time  in  1987  that  you  became 
aware  that  there  was  an  issue  concerning  leases,  State  leases  on 
Mr.  McDougal's  property? 

Ms.  Hays.  I  don't  believe  so. 

Mr.  Chertoff.  Well,  let  me  ask  you  this.  Do  you  remember  an 
individual  by  the  name  of  Charles  Peacock? 

Ms.  Hays.  Yes,  sir. 

Mr.  Chertoff.  Who  was  Charles  Peacock? 

Ms.  Hays.  He  was  a  Madison  borrower  and  he  may  have  been 
a  shareholder  as  well.  I'm  not  certain. 

Mr.  Chertoff.  Was  there  a  timeframe  that  he  was  actually  a  Di- 
rector of  Madison  Guaranty  Savings  &  Loan? 

Ms.  Hays.  Possibly.  But  I  don't  remember  exactly  what  his  posi- 
tion was. 

Mr.  Chertoff.  And  you  also  knew  him  to  be  a  borrower,  a  sub- 
stantial borrower? 

Ms.  Hays.  Yes,  sir. 

Mr.  Chertoff.  He  had  borrowed  money  for  a  business  called 
Dixie  Continental  Leasing? 

Ms.  Hays.  That's  right. 

Mr.  Chertoff.  Am  I  right  that  there  came  a  point  in  1987  that 
there  was  a  legal  dispute  about  Mr.  Peacock's  failure  to  repay  his 
loan  to  Madison  Guaranty? 

Ms.  Hays.  The  loan  was  sent  for  foreclosure. 

Mr.  Chertoff.  And  you  were  involved  in  handling  the  matter  for 
the  bank;  right? 

Ms.  Hays.  Right. 

Mr.  Chertoff.  Mr.  Peacock  was  represented  by  a  lawyer  named 
Mr.  Hopkins? 

Ms.  Hays.  Right. 

Mr.  Chertoff.  You  had  a  lawyer  also  who  you  were  working 
with  on  your  side;  right? 

Ms.  Hays.  That's  right.  Lance  Miller. 

Mr.  Chertoff.  Did  there  come  a  time  that  you  had  a  conversa- 
tion in  1987  with  Mr.  Peacock's  lawyer  about  a  fundraiser  and 
about  State  leases? 

Ms.  Hays.  Yes. 

Mr.  Chertoff.  Would  you  tell  us  how  you  came  to  have  that  con- 
versation? 

Ms.  Hays.  Sure.  Let  me  back  up  because  I  said  Lance  Miller  was 
our  lawyer.  Actually  I  think  it  was  Marcella  Taylor,  that  was  our 
lawyer,  but  Lance  worked  at  the  same  firm  with  her. 

I  remember  one  afternoon  that  Greg  Hopkins  came  into  my  of- 
fice, he  was  very  angry,  and  this  was  after  the  Dixie  Continental 
loan  had  been  referred  for  foreclosure,  and  he  made  several  state- 
ments to  me  that  day. 
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Mr.  Chertoff.  What  did  he  say  to  you  concerning  the  loan  and 
its  relationship  to  campaign  contributions  and  that  relationship  to 
leases,  State  leases  of  Mr.  McDougal's  properties? 

Ms.  Hays.  The  best  I  can  recall  is  he  said  that  proceeds  from  the 
Dixie  Continental  Leasing  loan  had  gone  to  Governor  Clinton's 
campaign,  that  Mr.  McDougal  had  arranged  through  Governor 
Clinton  for  various  State  agencies  to  lease  space  from  Madison,  and 
I  think  that's  about  it. 

Mr.  Chertoff.  Did  you  actually  report  this  conversation  to  the 
lawyer  that  you  were  working  with,  Mr.  Miller? 

Ms.  Hays.  Yes,  I  did. 

Mr.  Chertoff.  And  you  reported  it  the  same  day? 

Ms.  Hays.  Yes. 

Mr.  Chertoff.  Because  you  were  pretty  upset  about  this  con- 
versation? 

Ms.  Hays.  I  don't  know  that  I  was  upset.  I  found  it  interesting. 

Mr.  Chertoff.  We  have  a  memo  that  Mr.  Miller  wrote  about 
this  conversation  that  you  had  reported  to  him  which  I  would  like 
to  direct  your  attention  to.  It's  to  JSS  from  LM,  dated  April  23, 
1987.  I  would  like  you  to  find  that  because  I'm  going  to 

Ms.  Hays.  Yes,  I  have  it. 

Mr.  Chertoff.  It's  a  fairly  long  memo.  I  would  like,  though,  to 
direct  your  attention  to  the,  I  guess  what's  page  3  of  that  memo. 
There's  a  paragraph  that  begins  "in  addition." 

Ms.  Hays.  Yes. 

Mr.  Chertoff.  I  will  read  it  to  you,  and  then  I  want  to  ask  you 
whether  this  is  a  correct  rendition  of  what  you  told  Mr.  Miller  and 
what  you  had  been  told  by  Mr.  Hopkins.  "In  addition,  Mr.  Hopkins 
informed  Ms.  Heritage" — and  I  take  it  at  that  time  you  went  by  the 
name  of  Ms.  Heritage. 

Ms.  Hays.  Right. 

Mr.  Chertoff.  — "that  one  of  the  loans  made  by  Madison  to 
Dixie  Continental  Leasing,  upon  which  Marcy  Taylor  has  under- 
taken foreclosure  proceedings,  also  involves  fraudulent  trans- 
actions. Mr.  Hopkins  stated  that  a  portion  of  the  loan  proceeds 
made  to  Dixie  Continental  Leasing  went  to  Bill  Clinton's  campaign 
and  that  in  return  for  the  substantial  campaign  contribution,  Bill 
Clinton  assured  Jim  McDougal  that  a  State  agency  would  lease 
space  from  Madison  at  its  headquarters  on  Main  Street  in  Little 
Rock."  Now  is  that,  in  fact,  what  you  told  Mr.  Miller? 

Ms.  Hays.  To  the  best  of  my  memory,  it  is.  I  do  not  have  any 
reason  to  doubt  that  Mr.  Miller  accurately  wrote  down  what  I  told 
him. 

Mr.  Chertoff.  What  you  told  Mr.  Miller  was  what  you  had  been 
told  by  Mr.  Hopkins? 

Ms.  Hays.  Yes,  sir. 

Mr.  Chertoff.  Now  the  fundraiser  occurred  on  April  4,  1985. 
And  I  would  like  to  direct  your  attention,  Mr.  Epes,  to  a  letter 
which  we  have  in  the  file  on  your  letterhead  dated  April  9,  1985, 
to  Paul  Mallard  signed  with  your  name.  I  would  like  you  to  find 
that  if  you  can. 

Mr.  Epes.  I  don't  believe  I  can.  I  have  two  letters  here,  but  nei- 
ther of  them  are  that  letter. 
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Mr.  Chertoff.  We'll  see  if  we  can  get  you  a  copy  real  quick.  The 
yellow  light  is  on.  We're  just  getting  you  the  letter  and  my  time 
is  going  to  be  up  in  a  minute.  Just  a  couple  of  questions. 

Take  a  look  at  this  letter,  Mr.  Epes.  Am  I  correct  that  you  signed 
this  letter  on  April  9,  1985,  which  is  5  days  after  this  fundraiser, 
indicating  that  because  of  the  change  in  your  agency,  there  was 
going  to  be  a  need  to  have  expanded  space? 

Mr.  Epes.  I  signed  this  letter  on  April  9th.  I  had  no  knowledge 
that  it  was — how  many  days  it  might  have  been  after  whatever 
fundraiser. 

Mr.  Chertoff.  That's  fair,  but  you  did  sign  this  letter  and  ulti- 
mately this  led  to  your  getting  expanded  space  in  Mr.  McDougal's 
building? 

Mr.  Epes.  Yes,  sir. 

Mr.  Chertoff.  Now  in  fairness  to  you,  Mr.  Epes,  that's  a  good 
point.  You  did  not  know  about  any  fundraiser;  is  that  right? 

Mr.  Epes.  That's  correct. 

Mr.  Chertoff.  Did  you  know  at  any  time  in  1984  or  1985  that 
Mr.  Clinton  and  Mr.  McDougal  were  business  partners  in  an  oper- 
ation known  as  Whitewater  Development  Corporation? 

Mr.  Epes.  I  don't  recall  when  I  learned  of  that  relationship.  I 
knew  that  they  were  friends.  That's  about  all  I  knew. 

Mr.  Chertoff.  And  you  did  not  know  there  was  a  business  rela- 
tionship? 

Mr.  Epes.  I  don't  believe  that  I  did.  I  cannot  tell  you  when  I 
learned  that. 

Mr.  Chertoff.  Did  you  know  that  James  McDougal  had  put  a 
substantial  amount  of  money  into  that  joint  venture  during  1984 
and  1985? 

Mr.  Epes.  No,  sir,  I  knew  nothing  of  that. 

Mr.  Chertoff.  I  think  this  is  a  good  time  to  stop. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Thank  you,  Senator. 

Good  morning,  panel. 

Let  me  start  with  this  historical  information  about  the  early 
1980's  and  the  real  estate  market  in  Little  Rock.  We  have  gone 
through  this  exercise  with  the  sewer  and  water  authority,  so  now 
we're  going  to  deal  with  this  history  in  terms  of  real  estate.  The 
market,  you  say,  was  soft  in  that  time,  and  we'll  accept  that.  We 
were  talking  about  lower  priced  commercial  real  estate;  is  that  cor- 
rect, Mr.  Mallard,  in  this  case? 

SWORN  TESTIMONY  OF  PAUL  MALLARD 

FORMER  DIRECTOR 
ARKANSAS  STATE  BUILDING  SERVICES 

Mr.  Mallard.  Yes. 

Mr.  Ben-Veniste.  And  is  it  not  the  case  that  there  was  no  issue 
about  whether  the  housing  authority  needed  to  move?  We're  not 
dealing  with  a  situation  where  there's  any  suggestion  that  for  polit- 
ical reasons,  an  agency  was  moved  out  of  its  headquarters  into  an- 
other headquarters,  are  we? 

Mr.  Mallard.  I  think  they  were  being  forced  to  move  for  lack  of 
space.  They  needed  more  space. 
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Mr.  Ben-Veniste.  There  is  no  question  about  that  in  your  mind, 
is  there,  Ms.  Herr? 

Ms.  Herr.  No,  there  isn't. 

Mr.  Ben-Veniste.  Mr.  Epes,  you  would  agree  that  your  agency 
really  was  required  to  move  by  the  circumstances  it  found  itself  in 
at  that  point? 

Mr.  Epes.  Yes,  sir.  We  needed  relocation. 

Mr.  Ben-Veniste.  It  is  also  the  case,  is  it  not,  that  there  were 
some  dozen  or  18  different  proposals  that  came  across  your  desk, 
Ms.  Herr,  about  the  opportunity  to  provide  space  for  this  agency; 
is  that  correct? 

Ms.  Herr.  There  were  several. 

Mr.  Ben-Veniste.  And  we've  been  all  through  that  in  deposition 
practice  here  and  we  could  go  through  the  various  competing  bids 
that  came  in  and  the  spaces  that  were  looked  at  from  I  guess  some 
point  in  mid- 1983  to  early  1984;  is  that  right? 

Ms.  Herr.  Yes. 

Mr.  Ben-Veniste.  None  of  those  spaces  with  one  exception  was 
even  potentially  interesting  to  the  housing  authority;  correct? 

Ms.  Herr.  As  I  recall,  yes,  that's  correct. 

Mr.  Ben-Veniste.  Mr.  Mallard,  did  you  find  it  unusual  that  a  de- 
termination was  being  made  that  the  State  use  its  licensing  au- 
thority and  its  ability  to  move  State  agencies  into  real  estate  to 
promote  a  policy  that  revitalize  a  historic  area  of  Little  Rock? 

Mr.  Mallard.  That  was  State  Building  Services'  policy  and  had 
been  for  a  number  of  years. 

Mr.  Ben-Veniste.  This  was  an  area,  as  we've  heard,  the  Madison 
Bank  building,  which  was  in  close  proximity  to  the  Governor's 
Mansion,  in  the  same  quarter  of  town;  is  that  correct? 

Mr.  Mallard.  That's  correct. 

Mr.  Ben-Veniste.  That  area,  like  many  urban  areas  in  America, 
had  suffered  during  the  1970's  and  early  1980's  in  terms  of  a  down- 
turn in  commercial  real  estate;  is  that  correct? 

Mr.  Mallard.  That's  correct. 

Mr.  Ben-Veniste.  It  was  the  policy  of  the  State,  as  you  articu- 
lated it,  to  try  to  improve  that  area  which  was  populated,  I  trust, 
by  lower-income  residents  of  Little  Rock,  to  try  to  bring  that  up  in 
character  and  in  safety  and  in  commercial  desirability;  correct? 

Mr.  Mallard.  That's  correct. 

Mr.  Ben-Veniste.  Now,  you  say  that  that  had  long  been  the  pol- 
icy of  the  State  of  Arkansas;  is  that  correct? 

Mr.  Mallard.  That  was  the  policy  when  I  arrived  at  State  Build- 
ing Services. 

Mr.  Ben-Veniste.  What  year  was  that,  sir? 

Mr.  Mallard.  1983. 

Mr.  Ben-Veniste.  Ms.  Herr,  you  would  not  take  issue  with  the 
notion  that  from  time  to  time  when  State  agencies  are  asked  to 
move  their  headquarters,  that  there  are  individuals  in  those  agen- 
cies who  would  prefer  not  to  go  to  the  place  they  are  told  to  go  to? 

Ms.  Herr.  That's  very  true. 

Mr.  Ben-Veniste.  That  happens  or  happened  historically,  be- 
cause we're  dealing  with  a  decade  or  more  ago,  I  guess,  13  years 
ago,  that  happened  even  prior  to  1983;  is  that  not  so? 

Ms.  Herr.  Yes,  it  did. 
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Mr.  Ben-Veniste.  I  take  it  it's  happened  since,  that  agencies  of 
the  State  who  are  relocated  have  employees  who  would  prefer  not 
to  go  to  the  place  that  the  State  tells  them  to  go? 

Ms.  Herr.  That's  right. 

Mr.  Ben-Veniste.  Surprisingly,  that  even  happens  in  Washing- 
ton. We  have  those  examples  on  a  fairly  frequent  basis.  People  just 
find  it  traumatic  to  move  and  then  if  they  move  to  a  place  that  is 
unknown  to  them  or  they  are  uncertain  about,  they  get  even  more 
nervous  about  that. 

Ms.  Herr.  That's  correct. 

Mr.  Ben-Veniste.  And  you  would  not  take  issue  with  the  notion 
that  that's  precisely  what  happened  back  in  1983  in  Little  Rock, 
Arkansas  in  this  situation? 

Ms.  Herr.  That's  right. 

Mr.  Ben-Veniste.  Now  the  principal  concern,  it  would  seem,  as 
I  hear  your  testimony  was  one  about  safety.  Somehow  it  was  con- 
sidered that  the  Main  Street  location  of  the  Madison  Bank,  al- 
though it  was  in  close  proximity  to  the  Governor's  Mansion,  was 
not  in  the  safest  part  of  town;  correct? 

Ms.  Herr.  That's  right. 

Mr.  Ben-Veniste.  Mr.  Mallard,  you  understood  that  that  was  an 
expressed  concern? 

Mr.  Mallard.  Right. 

Mr.  Ben-Veniste.  As  part  of  a  revitalization  of  any  rundown 
area,  it  would  not  be  unusual  that  that  would  be  a  concern;  is  that 
correct? 

Mr.  Mallard.  That's  correct. 

Mr.  Ben-Veniste.  Let's  go  back  in  time,  if  you  can  recall,  back 
after  the  agency  moved  to  the  Madison  location,  whether  there  in 
fact  were  any  incidents  of  assault  on  any  of  the  employees  of  that 
agency,  of  the  housing  agency.  Do  you  recall  any  being  reported? 

Mr.  Mallard.  I  don't  recall  any  assaults  on  any  individuals.  I 
think  that  there  was  a  car  broken  into  one  time  on  the  parking  lot, 
but  that's 

Mr.  Ben-Veniste.  A  car  broken  into  in  a  parking  lot? 

Mr.  Mallard.  I  think  so. 

Mr.  Ben-Veniste.  I  am  shocked.  That's  pretty  much  like  saying 
hello  to  somebody  in  some  of  our  areas  here  in  Washington  or  in 
New  York  or  other  places  I  am  familiar  with.  Let's  talk  about  seri- 
ous crime.  Were  there  any  robberies  or  assaults  or  rapes  or  other 
kinds  of  violent  offenses  during  the  entire  period  of  time  that  the 
agency  was  located  in  the  Madison  headquarters? 

Mr.  Mallard.  Not  that  I  was  aware  of. 

Mr.  Ben-Veniste.  Ms.  Herr? 

Ms.  Herr.  Not  that  I  was  aware  of. 

Mr.  Ben-Veniste.  So  this  concern  about  safety  as  it  turned  out 
was  not  well-founded,  thankfully,  in  terms  of  the  actual  experience 
of  the  agency  in  that  quarter;  is  that  correct,  Mr.  Epes? 

Mr.  Epes.  Yes,  sir,  that  is  correct. 

Mr.  Ben-Veniste.  Does  anyone  on  the  panel  disagree  with  that 
characterization? 

Mr.  Epes,  you  were  encouraged  by  your  deputy  to  send  a  letter 
saying,  "hell  no,  we  won't  go,"  in  effect,  a  meeting  was  had  at  the 
Governor's  office  which  you  attended,  and  the  notion  of  revitaliza- 
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tion  and  I  take  it  overreaction  to  the  concerns  about  the  neighbor- 
hood were  put  on  the  table  and  a  determination  was  made  that  the 
Governor's  office  would  not  overrule  Mr.  Mallard's  decision  to  relo- 
cate the  offices  to  the  Madison  headquarters;  is  that  correct? 

Mr.  Epes.  Yes,  sir. 

Mr.  Ben-Veniste.  And  from  the  standpoint  of  space  availability, 
contiguousness  of  space  and  price,  Mr.  Mallard,  was  it  your  view 
that  the  Madison  building  provided  competitive  or  better  proposal 
to  the  State? 

Mr.  Mallard.  Yes,  yes. 

Mr.  Ben-Veniste.  In  terms  of  the  policy  that  you  have  expressed, 
in  terms  of  attempting  to  revitalize  the  area,  that  policy  trumped 
the  other  concerns,  did  it  not? 

Mr.  Mallard.  I  think  so,  yes. 

Mr.  Ben-Veniste.  Was  there  any  pressure  put  on  you,  Mr.  Mal- 
lard— and  this  is  an  important  question  from  a  historical  perspec- 
tive^— in  terms  of  the  decision  to  select  the  Madison  location? 

Mr.  Mallard.  No,  not  particular  pressure  from  any  individual, 
other  than  the  individual  wanted  the  lease. 

Mr.  Ben-Veniste.  That  would  be  true  of  any  individual,  and  I'm 
sure  that  in  Little  Rock,  the  process  was  then  and  probably  is  now 
a  little  more  informal  than  that  which  we  would  be  familiar  with 
in  Washington  in  dealing  with  the  State  leasing,  where  you  would 
meet  with  the  individuals,  they  would  make  a  pitch  and  a  proposal, 
you  would  go  out  and  visit,  have  a  cup  of  coffee,  talk  about  what 
they  had  to  offer  and  then  come  back  and  make  up  your  mind.  Is 
that  a  fair  way  of  describing  it? 

Mr.  Mallard.  Basically,  yes. 

Mr.  Ben-Veniste.  Ms.  Herr? 

Ms.  Herr.  We  had  that  leeway,  yes,  sir. 

Mr.  Ben-Veniste.  There  wasn't  anything  improper  about  that, 
about  meeting  with  the  individuals? 

Ms.  Herr.  No,  sir,  no. 

Mr.  Ben-Veniste.  So  the  concerns  that  were  raised  about  the  lo- 
cation turned  out  to  be,  fortunately  for  all,  involved  an  exaggera- 
tion? Mr.  Epes,  you  would  agree  with  that? 

Mr.  Epes.  Yes,  sir. 

Mr.  Ben-Veniste.  Then  there  came  a  time  later  when  you  re- 
quired more  space  and  you  requested  the  authority  to  negotiate  for 
additional  space,  did  you? 

Mr.  Epes.  Yes,  sir,  sure  did. 

Mr.  Ben-Veniste.  And  were  you  able  to  find  contiguous  space  in 
Madison? 

Mr.  Epes.  Yes,  sir,  there  was  adjoining  space,  we  just  had  to 
knock  out  a  portion  of  a  wall  and  make  a  doorway  to  accommodate 
the  additional  new  employees,  yes,  sir. 

Mr.  Ben-Veniste.  Mr.  Mallard,  did  you  find  that  that  was  a  rea- 
sonable and  acceptable  way  to  address  the  additional  space  re- 
quirements of  the  agency? 

Mr.  Mallard.  Yes. 

Mr.  Ben-Veniste.  To  lease  additional  space  from  Madison? 

Mr.  Mallard.  Yes.  We  always  tried  to  keep  them  in  the  same 
location  if  we  could. 
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Mr.  Ben-Veniste.  Did  you  feel  that  in  some  way,  you  were  being 
held  up  or  extorted  by  Madison  in  terms  of  the  lease  terms  that 
were  proposed  or  were  they  in  line  with  the  economics  of  your  prior 
experience? 

Mr.  Mallard.  I  think  so. 

Mr.  Ben-Veniste.  There  was  a  renovation  made  to  suit  the  quar- 
ters, wasn't  there? 

Mr.  Mallard.  Yes. 

Mr.  Ben-Veniste.  And  that  was  folded  into  the  lease  price? 

Mr.  Mallard.  I  think  it  was,  yes. 

Mr.  Ben-Veniste.  Ms.  Herr,  do  you  recall? 

Ms.  Herr.  Yes,  it  was.  Yes. 

Mr.  Ben-Veniste.  That  was  acceptable? 

Ms.  Herr.  Yes,  it  was. 

Mr.  Ben-Veniste.  Mr.  Epes,  you  were  satisfied? 

Mr.  Epes.  Yes,  sir,  definitely. 

Mr.  Ben-Veniste.  Then  there  came  a  time  when  you  expanded 
beyond  the  limitations  of  the  Madison  building  and  you  were  able 
to  negotiate  new  space,  I  take  it? 

Mr.  Epes.  Yes,  sir,  we  moved. 

Mr.  Ben-Veniste.  What  year  was  that? 

Mr.  Epes.  I'm  not  certain.  I  believe  it  was  in  1987,  perhaps  early 
1987,  that  the  new  authority  had  continued  to  grow  and  we  needed 
more  room  for  personnel  and  storage  and  meeting  rooms  and  so  we 
moved  to  100  Main  Street. 

Mr.  Ben-Veniste.  OK.  And  you  were  obliged,  then,  to  break  your 
lease,  because  you  had  a  5-year  lease  with  Madison;  correct? 

Mr.  Epes.  Yes,  sir. 

Mr.  Ben-Veniste.  Under  the  circumstances,  the  new  landlord  ne- 
gotiated with  Madison  and  negotiated  a  settlement  of  the  addi- 
tional time  left  on  the  lease? 

Mr.  Epes.  That's  my  recollection.  I  was  not  involved  in  those  ne- 
gotiations, but  I  seem  to  recall  something  of  that  nature. 

Mr.  Ben-Veniste.  Ms.  Herr,  were  you  involved  in  those? 

Ms.  Herr.  No,  sir. 

Mr.  Ben-Veniste.  Mr.  Mallard? 

Mr.  Mallard.  I  don't  think  I  was,  no. 

Mr.  Ben-Veniste.  Our  understanding  is  that  such  negotiations 
took  place,  this  was  after  Mr.  McDougal  had  left  the  savings  and 
loan.  It  was  after  the  savings  and  loan  had  been  taken  over,  is  that 
right,  Ms.  Hays,  in  1987? 

Ms.  Hays.  I'm  sorry,  could  you  repeat  the  question? 

Mr.  Ben-Veniste.  1987  was  after  the  savings  and  loan  had  been 
taken  over? 

Ms.  Hays.  It  was  after  the  McDougals  were  ousted.  I  do  not 
think  it  was  technically  taken  over  by  the  RTC  until  1989. 

Mr.  Ben-Veniste.  So  in  any  event,  the  McDougals  had  nothing 
to  profit  from  or  were  not  involved  in  the  negotiations  in  1987;  is 
that  your  recollection,  Mr.  Epes? 

Mr.  Epes.  I'm  sorry,  I  can't  recall  at  what  stage  that  took  place. 

Mr.  Ben-Veniste.  Ms.  Herr,  you  indicated  there  was  another 
property  that  was  leased  by  the  State,  that  was  the  Revenue  De- 
partment which  opened  an  office  across  the  street  from  Madison  in 
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a  building  that  had  been  renovated  also  by  Mr.  McDougal  and 
Madison;  correct? 

Ms.  Herr.  That's  right. 

Mr.  Ben-Veniste.  And  you  were  asked  whether  there  were  other 
State  agencies  that  were  moved  to  the  Quapaw  Quarter,  and  you 
indicated  the  revenue  building  was  the  only  additional  one.  How- 
ever, let  me  ask  you  this.  When  there  is  a  revitalization,  the  idea 
is  to  bring  a  new  and  stable  enterprise,  to  wit,  like  a  government 
facility,  into  the  area  which  becomes  a  magnet  for  supporting  infra- 
structure around  the  area.  Did  you  say  whether  as  a  result  of 
Madison — of  the  agency  moving  to  Madison,  that  the  resulting  area 
began  to  improve? 

Ms.  Herr.  Yes,  it  did. 

Mr.  Ben-Veniste.  Mr.  Mallard,  would  that  be  your  view  as  well? 

Mr.  Mallard.  Very  much  so. 

Mr.  Ben-Veniste.  So  that  in  that  sense,  although  no  other  State 
agencies  moved  into  that  area,  the  desirability  of  locating  a  State 
agency  there  for  the  purpose  of  revitalizing  that  part  of  historic  Lit- 
tle Rock,  was  in  fact  a  successful  theory  that  was  proved  correct 
in  the  practical  application? 

Mr.  Mallard.  I  would  say  so. 

Ms.  Herr.  Yes. 

Mr.  Ben-Veniste.  I  think  it  is  important,  Mr.  Chairman,  that  we 
supplement  Mr.  Mallard's  testimony  here.  Obviously,  we  can't  have 
all  of  the  witnesses  who  would  provide  testimony  on  each  issue  on 
every  panel.  In  this  regard,  Mr.  Nash  has  given  prior  testimony  re- 
garding the  subject  matter  of  whether  there  was  any  influence  ex- 
erted in  connection  with  the  selection  of  the  Madison  property.  And 
we  will  hear  from  Mr.  Nash,  as  I  understand  it,  at  some  later  time 
in  these  new  hearings. 

The  Chairman.  I  believe  next  week. 

Mr.  Ben-Veniste.  But  I  would  like  to  read  at  this  point  to  put 
into  context  Mr.  Nash's  testimony  from  February  21,  1996,  page  39: 

Question:  Mr.  Nash,  did  you  exert  any  influence  whatsoever  on  the  SBS 

That  would  be  your  agency,  Mr.  Mallard  and  Ms.  Herr. 

— to  induce  them  to  select  the  Madison  building  for  the  ADFA  offices? 

Answer:  No.  I  don't  recall  exerting  any  influence  or  pressure.  Did  you  say  "pres- 
sure"? 

Question:  "Influence"  is  the  word  I  used. 

Answer:  Influence,  no.  I  may  have  communicated  at  that  time  my  interest,  but 
I  don't  remember  that  specifically. 

Question:  You  didn't  suggest  the  Madison  Guaranty  building  to  SBS,  did  you? 

Answer:  No,  I  did  not  suggest  the  Madison  Guaranty  building  to  State  Building 
Services. 

Now  to  go  beyond  that,  in  the  conversation  that  you  were  refer- 
ring to  in  your  testimony  in  deposition  that  Mr.  Chertoff  reminded 
you  about,  that  was  brought  out  by  Mr.  Fromewick  on  the  Minority 
staff,  what  you  were  talking  about  there  was  the  situation  after  the 
selection  process  had  identified  the  Madison  Bank,  there  had  been 
the  letter  drafted  by  Mr.  Anderson  and  authorized  by  Mr.  Epes  to 
discuss  the  selection  of  the  Madison  property,  and  then  the  Gov- 
ernor decided  not  to  intervene  in  favor  of  overruling  the  decision 
that  Mr.  Mallard  had  made,  is  that  correct,  in  terms  of  the  timing 
of  the  quotation  that  was  read  to  you?  Is  that  right,  Ms.  Herr? 

Ms.  Herr.  As  I  recall  it,  yes. 
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Mr.  Ben-Veniste.  At  that  point,  the  decision  was,  and  as  it  was 
communicated  back  to  you,  that  the  Governor  was  not  going  to 
interfere  with  the  decision  that  was  made  and  was  going  to  let  it 
stand,  or  the  Governor's  office? 

Ms.  Herr.  I  don't  know  that  that  was  communicated — that  spe- 
cifically was  communicated  back  to  me. 

Mr.  Ben-Veniste.  OK.  But  in  fact,  that's  indeed  what  happened; 
is  that  correct,  Mr.  Epes? 

Mr.  Epes.  I  believe  so,  yes,  sir. 

Mr.  Ben-Veniste.  Now  let  me  go  to  you,  Ms.  Hays.  It's  not  your 
fault  but  I  have  a  question  as  to  why  you  were  on  this  panel  rather 
than  the  panel  that  we  are  going  to  see  a  little  bit  later,  because 
all  of  your  testimony  has  to  do  with  the  same  subject  matter  that 
Mr.  Peacock  and  the  other  members  of  that  panel  will  provide  to 
us.  That  would  be  Mr.  Hopkins  and  Mr.  Miller,  about  whose  con- 
versations you  have  been  asked;  is  that  correct? 

Ms.  Hays.  That's  right. 

Mr.  Ben-Veniste.  The  Majority  makes  these  determinations,  and 
you  are  in  no  way  responsible  for  what  panel  you  come  onto,  so  let 
me  ask  you  a  few  questions  because  we're  jumping  around  a  little 
bit  in  time.  Everything  that  you  have  testified  about  occurred  in 
1987? 

Ms.  Hays.  That's  correct. 

Mr.  Ben-Veniste.  Everything  that  the  other  members  of  this 
panel  have  testified  about  occurred  in  1983  or  1984? 

Ms.  Herr.  Right. 

Mr.  Ben-Veniste.  This  memo  that  you  have  been  asked  about, 
this  memo  was  leaked  or  provided  otherwise  to  the  press  at  least 
in  July  1995.  Do  you  recall  receiving  any  questions  from  the  press 
about  it  at  that  time? 

Ms.  Hays.  Yes. 

Mr.  Ben-Veniste.  I  have  an  article,  and  maybe  we  could  make 
this  a  part  of  the  record  at  some  point,  Mr.  Chairman,  that  is  dated 
July  31,  1995,  and  I'm  going  to  refer  to  it  if  I  might. 

The  Chairman.  Go  ahead.  It  will  be  ordered  in  the  record. 

Mr.  Ben-Veniste.  Thank  you. 

We  also  have  a  photograph  of  someone  from  the  House  Banking 
Committee  carrying  a  stack  of  documents  which  was  released  to 
the  press.  Whether  this  was  released  at  that  moment  or  earlier,  I 
couldn't  say,  but  in  any  event,  you  recall  being  asked  about  this  as 
early  as  9  months  ago? 

Ms.  Hays.  Yes,  sir. 

Mr.  Ben-Veniste.  Mr.  Mallard,  you  were  also  questioned  by  the 
press  about  these  memos  that  Mr.  Chertoff  brought  up  with  Ms. 
Hays  9  months  ago;  is  that  correct?  I  see  you  were  quoted  in  this 
article  and  stated  consistently  with  what  you  have  testified  here. 
It  says,  "Paul  Mallard,  who  ran  the  building  services  office,  said 
'Clinton  never  tried  to  influence  me.'"  And  Mr.  Epes,  you  were  also 
quoted  in  this  article,  so  I  take  it  when  these  memos  were  leaked 
to  the  press,  you  also  got  a  call  about  it? 

Mr.  Epes.  That's  correct. 

Mr.  Ben-Veniste.  So  these  memos  are  at  least  familiar  to  the 
press,  if  they  are  not  to  other  people  or  people  who  have  read  those 
articles  back  9  months  ago.  With  respect  to  everything  that  you 
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have  testified  about  here  today,  Ms.  Hays,  you  had  no  direct  knowl- 
edge of  it? 

Ms.  Hays.  Of  what's  in  the  memo? 

Mr.  Ben-Veniste.  The  content  of  the  memos. 

Ms.  Hays.  No,  I  didn't  even  know  there  was  a  memo  until  July 
of  1995. 

Mr.  Ben-Veniste.  At  that  time  you  learned  about  it  because  peo- 
ple started  calling  you  on  the  telephone  from  the  press,  I  take  it? 

Ms.  Hays.  I  think  that  I  actually  learned  about  it  from  Kenneth 
Starr's  office  a  few  weeks  before  the  press  called  me.  They  asked 
me  some  questions  about  it  and  that  was  the  first  time  I  knew  of 
its  existence. 

Mr.  Ben-Veniste.  Mr.  Starr's  office  questioned  you  about  it  and 
then  within  a  couple  of  weeks,  you  received  some  press  inquiries? 

Ms.  Hays.  Right,  I  didn't  ever  see  the  memo  until  the  reporter 
showed  it  to  me. 

Mr.  Ben-Veniste.  I  see. 

Senator  Sarbanes.  A  reporter  showed  you  the  memo? 

Ms.  Hays.  Yes,  sir,  he  brought  it  to  my  house. 

Mr.  Ben-Veniste.  In  Little  Rock? 

Ms.  Hays.  Yes,  sir. 

Mr.  Ben-Veniste.  Was  it  a  local  reporter  for  the  Little  Rock 

Ms.  Hays.  I'm  sorry,  from  the  Associated  Press. 

Mr.  Ben-Veniste.  Associated  Press? 

Ms.  Hays.  Yes,  Bill  Simmons. 

Mr.  Ben-Veniste.  In  the  memo  itself,  there  are  statements  at- 
tributed to  Mr.  Hopkins — and  we'll  hear  from  Mr.  Hopkins,  I  pre- 
sume, shortly — but  you  have  no  way  of  knowing  whether  Mr.  Hop- 
kins was  exaggerating  or  telling  the  truth? 

Ms.  Hays.  No. 

Mr.  Ben-Veniste.  He  wasn't  under  oath. 

Ms.  Hays.  No. 

Mr.  Ben-Veniste.  He  was  reportedly  quite  upset  at  the  time? 

Ms.  Hays.  That's  as  I  remember  it,  yes. 

Mr.  Ben-Veniste.  Please  pull  your  mike  a  little  bit  closer.  Thank 
you.  So  when  this  happened,  it  was  on  the  heels,  as  I  understand 
it,  of  Mr.  Hopkins'  suit  being  thrown  out.  It  was  a  Chapter  11  pro- 
ceeding on  behalf  of  his  client,  Mr.  Peacock;  is  that  correct? 

Ms.  Hays.  That's  right. 

Mr.  Ben-Veniste.  And  that  had  been  thrown  out  of  court? 

Ms.  Hays.  Right. 

Mr.  Ben-Veniste.  With  prejudice,  meaning  it  couldn't  be  refiled 
as  a  Chapter  11? 

Ms.  Hays.  Right. 

Mr.  Ben-Veniste.  That  has  some  serious  consequences  for  one 
who  is  seeking  the  protection  of  bankruptcy  court;  correct? 

Ms.  Hays.  Sure. 

Mr.  Ben-Veniste.  He  was  upset  and  he  made  some  statements. 
Who  did  you  hear  those  statements  from? 

Ms.  Hays.  What  statements  are  those? 

Mr.  Ben-Veniste.  Attributed  to  Mr.  Hopkins. 

Ms.  Hays.  The  statements  that  are  in  the  memo  are  what  Mr. 
Hopkins  told  me,  and  then  I  told  Lance  Miller. 

Mr.  Ben-Veniste.  Then  Mr.  Miller  wrote  the  memo? 
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Ms.  Hays.  Right. 

Mr.  Ben-Veniste.  So  this  conversation  that  you  had  with  Mr. 
Hopkins  occurred  about  how  long  after  Mr.  Peacock's  claim  was 
dismissed  with  prejudice? 

Ms.  Hays.  I  don't  know  an  exact  date,  but  I  think  within  a  week 
or  two. 

Mr.  Ben-Veniste.  To  what  did  you  attribute  Mr.  Hopkins  mak- 
ing this  statement  to  you? 

Ms.  Hays.  Some  legal  posturing,  as  a  lawyer,  that  he  was  a  little 
bit  angry  about  how  things  had  worked  out  and  he  was  maybe  try- 
ing to  intimidate  me  a  little  bit. 

Mr.  Ben-Veniste.  And  from  your  perspective  in 

Senator  Sarbanes.  I'm  sorry,  I  missed  that.  Did  you  say  that  you 
thought  he  was  trying  to  intimidate  you  a  little  bit? 

Ms.  Hays.  Yes,  sir. 

Mr.  Ben-Veniste.  At  that  point,  what  was  your  function  vis-a- 
vis Mr.  Hopkins  and  his  client? 

Ms.  Hays.  I  was  the  collection  officer  for  Madison.  I  had  referred 
the  loan  for  foreclosure  and  I  worked  with  the  attorneys  that  were 
foreclosing  the  loan,  the  Dixie  Continental  Leasing  loan. 

Mr.  Ben-Veniste.  When  you  say  that  from  your  perspective — 
and  we'll  hear  from  Mr.  Hopkins  so  that  he  can  set  forth  what  his 
position  was  at  the  time — but  the  result  of  the  bankruptcy,  Chapter 
11  bankruptcy  petition  being  dismissed  with  prejudice  meant  that 
you  were  back  in  business  as  a  collections  person? 

Ms.  Hays.  Right. 

Mr.  Ben-Veniste.  Trying  to  collect  without  Mr.  Peacock  now 
being  able  to  utilize  the  protection  of  the  bankruptcy  court? 

Ms.  Hays.  Right. 

Mr.  Ben-Veniste.  So  as  you  perceived  it,  Mr.  Hopkins  was  pos- 
turing in  trying  to  intimidate  you  in  some  respect,  that  was  in  con- 
nection with  your  collection  function;  correct? 

Ms.  Hays.  Right,  right.  And  at  the  time  I  was  not  a  lawyer,  but 
I  am  now,  and  so  I  sort  of  recognize  probably  better  now  what  he 
was  doing  than  I  did  at  the  time. 

Mr.  Ben-Veniste.  What  is  your  perception  of  what  that  was? 

Ms.  Hays.  Just  bluffing,  I  call  it,  go  in  and  try  to  make  some 
statements  and  get  the  other  side  a  little  unsure  of  what  their  posi- 
tion is. 

Mr.  Ben-Veniste.  To  get  you  to  cut  him  a  little  slack? 

Ms.  Hays.  Right. 

Mr.  Ben-Veniste.  Mr.  Chairman,  I  have  nothing  further  at  this 
point. 

The  Chairman.  Before  I  turn  to  other  Members,  I  think  it  is  im- 
portant to  note  that  the  memo  in  question,  which  I  have  just  seen 
for  the  first  time  dated  April  23,  1987  re:  Madison  v.  Peacock,  I 
have  been  informed  was  released  publicly  by  the  House  Banking 
Committee  in  July  1995,  so  I  don't  think  we  want  to  create  an  in- 
ference that  somehow  some  surreptitious  leaking  of  this  informa- 
tion took  place.  But  that's  what  I  have  been  informed,  that  it  was 
the  House  Banking  Committee  and  they  released  a  number  of  doc- 
uments and  that  this  was  one  of  the  documents. 
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Mr.  Ben-Veniste.  My  understanding,  Mr.  Chairman,  from  Ms. 
Hays'  testimony  was  that  she  was  questioned  about  it  by  a  reporter 
prior  to  the  time  of  this  release. 

Ms.  Hays.  He  said  he  got  it  from  the  House  Banking  Committee. 
He  had  some  other  documents  too. 

The  Chairman.  That  would  comport  with  what  we  have  been 
told,  which  was  that  the  House  Banking  Committee  released  these 
documents. 

Mr.  Ben-Veniste.  Whether  this  was  the  official  release  or  this 
was  a  leak  is  another  question,  Mr.  Chairman. 

The  Chairman.  But  again,  I  think  it's  important  that  we  note 
that  the  documents,  whether  they  were  released  publicly  the  day 
that  the  reporter  came  or  before  or  not,  came  from  the  House 
Banking  Committee  and  it  was  not  this  Committee. 

Mr.  Ben-Veniste.  It  was  not  from  us. 

The  Chairman.  Yes,  was  not  this  Committee.  I  think  that's  fair. 

Mr.  Ben-Veniste.  I  think  we're  willing  to  concede  that. 

Senator  Sarbanes.  I  think  for  the  fullness  of  the  record,  the 
House  hearing  in  which  they  made  an  official  public  release,  the 
first  hearing  was  on  August  7th,  but  this  document  was  out  there 
in  July.  Now,  the  Chairman  is  correct  to  point  out  that  this  Com- 
mittee had  nothing  to  do  with  this,  but  it  does  lay  out  some  of  the 
pattern  of  activity  of  the  House  Committee.  As  I  understand  it,  the 
public  release  of  this  document  which  put  it  out  in  the  public  do- 
main took  place  on  August  7th;  in  fact,  it  was  reported  in  The 
Washington  Post  on  August  8th,  including  a  picture  showing,  "a 
staff  member  carries  documents  that  were  distributed  to  members 
of  the  media,"  the  caption  says,  but  this  document  was  out  there 
in  July,  and  that's  when  Ms.  Hays,  I  gather,  was  approached — the 
story  was  in  July,  I  take  it? 

Ms.  Hays.  Yes,  I  think  it  was  maybe  a  week  or  so  before  the 
story  came  out. 

Senator  Sarbanes.  Thank  you. 

The  Chairman.  Senator  Mack. 

OPENING  COMMENTS  OF  SENATOR  CONNIE  MACK 

Senator  Mack.  I  have  just  a  couple  of  thoughts  to  pursue,  and 
then  I  will  turn  it  back  over  to  Mr.  Chertoff. 

The  Chairman.  Certainly. 

Senator  Mack.  I  want  to  engage  in  a  discussion  with  Ms.  Hays 
on  the  issue  about  what  Mr.  Hopkins  said.  I  think  the  important 
thing  here,  frankly,  is  not  whether  some  documents  were  released 
before  someone  else  may  have  known  about  it  or  frankly  what  you 
think  his  motivations  to  be.  My  concern  is  what  he  said,  because 
I  think  it's  pretty  central,  at  least  this  discussion  I  think  is  pretty 
central  to  the  issues  we  are  pursuing.  So  again,  if  you  would  tell 
me  what  Greg  Hopkins  said  to  you,  I  believe  he  was  the  attorney 
for  Mr.  Peacock? 

Ms.  Hays.  That's  right. 

Senator  Mack.  Mr.  Peacock  was  the  head  of  and  had  a  fairly 
substantial  interest  in  Madison  Financial?  He  was  a  borrower  of 
$50,000  from  Madison,  and  I  guess  you  were  engaged  in  some  ac- 
tivities to  foreclose  on  that  property? 

Ms.  Hays.  On  the  Dixie  Continental  Leasing  loan. 
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Senator  Mack.  Right.  So  Mr.  Hopkins  comes  in  and  says  what 
to  you? 

Ms.  Hays.  I  don't  know  if  I  can  remember  everything,  but  basi- 
cally— and  I'll  have  to  refer  to  the  memo  probably  to  refresh  my 
memory. 

Senator  Mack.  Sure,  that's  fine. 

Ms.  Hays.  That  Mr.  McDougal  had  promised  to  take  care  of  Mr. 
Peacock  and  that  obviously  wasn't  going  to  happen  because  Mr. 
McDougal  was  gone.  And  since  we  were  foreclosing  the  loan,  he 
didn't  feel  like  he  was  being  taken  care  of,  that  things  had  hap- 
pened with  the  past  administration  of  Madison,  that  people  were 
going  to  end  up  going  to  prison  someday  over  it,  that  money  from 
the  Dixie  Continental  Leasing  loan  had  gone  to  Governor  Clinton's 
Gubernatorial  Campaign,  and  that  the  Governor  had  been  instru- 
mental in  getting  the  State  to  lease  office  space  from  Madison.  And 
then  he  made  some  comments  about  the  Mitchell  firm  representing 
Madison,  the  conflict  that  he  felt  that  presented. 

Senator  Mack.  So  in  essence,  he  was  saying  that  since  Mr.  Pea- 
cock had  borrowed  this  money,  a  part  of  which  went  to  the  Clin- 
ton's Gubernatorial  Campaign,  that  the  Governor  would  make  ar- 
rangements to  see  that  McDougal's  property  was  leased  by  a  State 
agency,  and  don't  you  understand  that  this  is  what  we  were  up  to 
and  you  can't  come  back  and  foreclose?  I  mean,  everybody  knew 
that,  certainly  you  didn't  know  it  but  the  principals  that  were  in- 
volved did.  But  again  I  really  shouldn't  put  words  into  your  mouth. 
I  want  to  make  sure  I  understand  what  this  attorney  for  Mr.  Pea- 
cock was  trying  to  tell  you. 

Ms.  Hays.  That  seems  to  be  what  he  was  saying,  but  I  don't  have 
any  way  to  know  whether  any  of  that  was  true,  what  the  proceeds 
of  the  loan  were  used  for  and  whether  Governor  Clinton  had  any 
knowledge  about  anything,  if  it  did  in  fact  happen. 

Senator  Mack.  You  made  the  comment  a  minute  ago  when  Mr. 
Chertoff  said  something  like  "and  you  were  angry  about  it,"  and 
you  said  "well,  I  wasn't  angry,  it  was  an  interesting  comment." 
Could  you  tell  me,  why  do  you  find  it  interesting  and  not  angering? 

Ms.  Hays.  I  am  not  exactly  sure  what  it  was  he  asked  me  about. 
Greg  was  very  angry  when  he  came  in  my  office.  There  were  a  lot 
of 

Senator  Mack.  I  think  he  was  implying  that  you  were  upset 
about  what  you  heard. 

Ms.  Hays.  I  wasn't  really  upset  about  it.  A  lot  of  interesting 
things  went  on  at  Madison,  and  to  me  this  was  just  another,  you 
know,  drop  in  the  bucket.  There  were  all  kinds  of  things  going  on 
there,  and  so  I  don't  know  whether  any  of  what  Greg  told  me  was 
true  or  not,  but  I  felt  like  there  was  a  possibility  that  some  of  it 
could  be  true. 

Senator  Mack.  OK. 

Mr.  Chertoff. 

The  Chairman.  Let  me  first  go  to  Senator  Murkowski. 

OPENING  COMMENTS  OF  SENATOR  FRANK  H.  MURKOWSKI 

Senator  Murkowski.  Thank  you  very  much,  Mr.  Chairman.  I  ap- 
preciate your  recognizing  me  and  I  will  be  very  brief  because  I 
know  that  Counsel  wants  to  proceed. 
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This  will  be  for  Mr.  Epes.  Before  you  leased  the  Madison  build- 
ing, there  has  been  a  reference  to  a  letter — and  I  apologize  for  com- 
ing in  late,  but  I  had  an  energy  hearing  that  I  had  to  conduct — 
that  letter  was  dated  October  11,  1983,  and  indicated  an  interest 
to  rent  the  building  at  Brookwood  Street  in  Little  Rock. 

Mr.  Epes.  Yes,  sir. 

Senator  Murkowski.  Did  you  feel,  as  I  am  told  by  staff,  that  the 
building  did  or  did  not  meet  the  needs  of  your  agency,  the  Alaska — 
the  Arkansas  Housing  Development? 

Mr.  Epes.  Occasionally  we  get  my  old  address,  AK,  Alaska  and 
AR,  Arkansas  mixed  up. 

Senator  Murkowski.  Yes.  Go  ahead. 

Mr.  Epes.  As  I  recall,  the  reason — by  the  way,  the  Brookwood 
site  was  raw  land  at  that  point.  The  letter  references,  "We  want 
to  see  about  placement  of  walls  and  windows  and  doors."  And  our 
desire  was  to  have  a  space  where  we  could  design  the  layout  and 
select  where  our  various  personnel  would  be  without  having  doors 
and  walls  in  the  way  when  we  moved  in  there. 

To  that  date,  we  had  not  seen  such  a  space.  At  that  point,  our 
feeling  was  that  was  the  only  way  we  could  get  such  a  space.  As 
it  turns  out,  the  Madison  building  was  in  fact  an  old  warehouse. 
It  had  no  walls  or  doors  and  we  ended  up  being  able  to  get  that 
type  of  space  anyway. 

Senator  Murkowski.  But  the  building  I  am  referring  to  would 
meet  the  needs  with  the  renovation,  is  that  what  you  are  saying, 
or  would  not? 

Mr.  Epes.  The  Brookwood  location? 

Senator  Murkowski.  That's  correct.  I  want  to  ask 

Mr.  Epes.  The  building  wasn't  built.  We  thought  we  could  build 
a  building  that  would  meet  our  specifications,  yes,  sir. 

Senator  Murkowski.  Your  concern  with  the  Madison  building 
was  that  it  was  too  small,  it  was  an  unsafe  neighborhood? 

Mr.  Epes.  I  was  not  worried  about  it  being  too  small.  It  was  a 
security  problem  at  this  point. 

Senator  Murkowski.  So  you  didn't  favor  the  Madison  building, 
that  is  clear.  The  record  will  reflect  that. 

Mr.  Epes.  That's  right. 

Senator  Murkowski.  Let's  talk  about  your  meeting  with  Gov- 
ernor Clinton  that  occurred  sometime  in  March  1984.  You  told  the 
Governor  that  your  staff  didn't  want  to  work  in  the  Madison  build- 
ing because  the  area  was  unsafe;  is  that  correct? 

Mr.  Epes.  Yes,  sir.  Many. 

Senator  Murkowski.  What  did  the  Governor  say? 

Mr.  Epes.  He  said  that  area  was  being  redeveloped,  that  that  sit- 
uation would  change,  and  that  in  fact,  he  lived  in  that  neighbor- 
hood and  he  felt  like  it  was  good  State  policy  to  locate  offices  in 
that  part  of  town,  which  is  being  redeveloped. 

Senator  Murkowski.  Did  you  know  of  any  connection  the  Gov- 
ernor had  with  Madison  or  McDougal  at  that  time?  Did  you  have 
any  reason  to  believe  there  was  a  connection  or  involvement? 

Mr.  Epes.  I  knew  they  were  friends. 

Senator  Murkowski.  Were  you  sensitive  to  that  in  the  discussion 
that  you  were  having  with  the  Governor?  Did  you  have  that  feeling 
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that,  well,  clearly  the  Governor  has  an  interest  here  because  he  is 
friends  with  McDougal? 

Mr.  Epes.  No,  sir,  I  didn't. 

Senator  Murkowski.  You  didn't  have  that  background? 

Mr.  Epes.  I  knew  the  background,  but  I  was  not  sensitive  to  it 
because  probably  wherever  we  would  go,  the  Governor  would  have 
known  whoever  the  landlord  was. 

Senator  Murkowski.  Is  it  unusual  for  the  Governor  to  be  in- 
volved in  selection  of  a  building? 

Mr.  Epes.  No,  sir,  in  fact  he  chose  not  to  get  involved. 

Senator  Murkowski.  Well,  he  was  at  the  meeting? 

Mr.  Epes.  I  called  the  meeting,  yes,  sir. 

Senator  Murkowski.  You  called  it,  but  the  Governor  came? 

Mr.  Epes.  I  went  to  his  office.  I  asked  him  to  overrule  one  of  my 
coequals,  you  might  say,  another  department  head,  and  the  only 
way  to  get  that  department  head's  decision  changed,  I  felt,  was  to 
go  to  our  superior. 

Senator  Murkowski.  That  issue  was  the  selection — the  pressures 
on  you  for  the  selection  of  the  Madison  building;  is  that  correct? 

Mr.  Epes.  I  would  say 

Senator  Murkowski.  You  wanted  to  be  relieved  of  that  pressure? 

Mr.  Epes.  It  wasn't  pressure.  The  building  services  job  is  to  lo- 
cate offices  for  agencies,  and  they  generally  direct  those  agencies 
where  to  go. 

Senator  Murkowski.  They  directed  your  agency  to  go  to  the 
Madison  building,  and  you  appealed  to  the  Governor  not  to  go  to 
the  Madison  building  because  of  concerns  over  safety? 

Mr.  Epes.  Yes,  sir. 

Senator  Murkowski.  That  was  the  purpose  of  your  meeting  with 
the  Governor? 

Mr.  Epes.  Right,  yes,  sir. 

Senator  Murkowski.  Mr.  Mallard  stated  during  the  meeting  that 
he  thought  you  should  rent  the  building;  is  that  correct? 

Mr.  Epes.  Excuse  me?  Rent  the  space  that  we  occupied,  yes,  sir. 

Senator  Murkowski.  Yes. 

Mr.  EPES.  Yes,  sir,  right. 

Senator  Murkowski.  What  was  your  attitude  toward  that  state- 
ment? Were  you  adamant  that  the  building  was  not  appropriate 
during  your  meeting  with  the  Governor? 

Mr.  Epes.  As  I  recall  the  meeting,  I  stated  the  concern  that  my 
staff  had  about  being  located  in  that  location.  As  a  director  of  that 
agency,  I  wanted  to  have  a  staff  that  felt  good  about  coming  to 
work  in  the  morning. 

As  a  matter  of  fact,  I  lived  eight  blocks  from  there  and  I  was  not 
terribly  concerned  about  it  myself. 

Senator  Murkowski.  Did  the  Governor  imply  that  he  still  want- 
ed you  to  rent  the  building,  that  he  would  take  care  of  the  security, 
or  he  would  ensure  that  the  area  of  concern  relative  to  safety  was 
taken  care  of? 

Mr.  Epes.  I  don't  recall  what  he  said  about  our  concern.  He — I 
don't  remember.  I  think  possibly  he  said  he  would  look  into  that. 
But  I  do  recall  that  at  some  point  after  the  meeting,  and  soon  after 
we  moved  into  the  building,  there  was  a  security  guard  secured  on 
duty  during  the  day  while  we  were  there  in  the  building. 
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Senator  Murkowski.  What  occurred  during  the  meeting  with  the 
Governor  that  caused  you  to  go  ahead  and  rent  the  building? 

Mr.  EPES.  He  said  he  was  not  going  to  overrule  the  decision  of 
Mr.  Mallard. 

Senator  Murkowski.  So  he  basically  told  you  then  that  your  ap- 
peal for  the  safety  of  your  workers  was  going  to  be  overruled  rel- 
ative to  your  request,  and  that  indeed  the  State  of  Arkansas  was 
going  to  proceed  with  the  Madison  building,  and  that  was  the  end 
of  it? 

Mr.  Epes.  He  didn't  put  it  in  those  words.  I  knew  enough  about 
procedure  to  know  that  that  was  the  case,  yes. 

Senator  Murkowski.  Clearly  the  Governor  made  the  decision? 

Mr.  Epes.  Well,  Mr.  Mallard  made  the  decision,  yes,  sir. 

Senator  Murkowski.  He  was  at  the  meeting  with  the  Governor? 

Mr.  Epes.  No,  sir. 

Senator  Murkowski.  He  wasn't  at  the  meeting  with  the  Gov- 
ernor. Did  the  Governor  say  he  wanted  you  to  rent  the  building? 

Mr.  Epes.  The  Governor  said  he  was  not  going  to  overrule  Mr. 
Mallard's  decision,  that  he  felt  it  was  good  policy. 

Senator  Murkowski.  The  Governor  said  that  he  wanted  the  part 
of  the  town  where  the  Madison  building  was  located  to  be  ren- 
ovated, but  isn't  it  true  that  all  government  leases  in  that  area 
went  to  buildings  owned  by  Madison  and  Jim  McDougal?  Isn't  that 
a  little  bit  strange,  in  your  opinion?  You  know  the  area.  You  know 
the  real  estate. 

Mr.  Epes.  Well,  I  am  not  an  expert  in  that  field. 

Senator  Murkowski.  You  don't  have  to  be,  and  I  am  not  asking 
you  that. 

Mr.  Epes.  There  weren't  many  pieces  of  real  estate  down  in  that 
part  of  town  that  would  have  been  suitable  for  an  agency.  Most  of 
them  were  storefronts.  This  was  an  old  warehouse. 

Senator  Murkowski.  Is  it  true  that  for  the  most  part,  the  gov- 
ernment leases  in  that  area  went  to  buildings  owned  by  Madison 
and  Jim  McDougal? 

Mr.  Epes.  It  is  true  that  there  were  two  leases  that  went  to 
them,  yes,  sir. 

Senator  Murkowski.  Who  scheduled  the  meeting  with  the  Gov- 
ernor? 

Mr.  Epes.  I  believe  I  did.  It  has  been  too  long,  I  can't  recall. 

Senator  Murkowski.  The  bottom  line  is  after  the  meeting  you 
basically  rented  a  building  owned  by  Jim  McDougal? 

Mr.  Epes.  I  am  not  sure  if  he  owned  it  individually.  Some  entity 
that  he  had  an  interest  in  owned  the  building,  yes,  sir. 

Senator  Murkowski.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste.  But  before  I  do 
that,  I  understand  that  this  area  of  Little  Rock  has  improved  over 
the  years,  actually  since  you  went  in  there  on  this  lease;  correct? 

Mr.  Mallard.  That's  correct,  very  much  so. 

Senator  Sarbanes.  Would  it  be  accurate  to  say  that  the  presence 
of  the  State  agency  helped  to  contribute  to  that  taking  place,  the 
upgrading  of  the  neighborhood? 

Mr.  Mallard.  I  would  say  totally. 

Senator  Sarbanes.  This  was  an  old  section  of  town;  right. 
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Mr.  Mallard.  Right,  South  Main  was  an  old  section. 

Senator  Sarbanes.  It  was  a  section  of  town  in  which  the  Gover- 
nor's Mansion  was  located? 

Mr.  Mallard.  Right. 

Senator  Sarbanes.  Somebody  told  me  it  was  separated  from  the 
other  side  of  town  by  a  major  expressway;  is  that  correct? 

Mr.  Mallard.  Interstate  630. 

Senator  Sarbanes.  It  is  regarded  in  a  sense  as  sort  of  the  other 
side  of  the  tracks;  is  that  correct? 

Mr.  Mallard.  Probably  so. 

Senator  Sarbanes.  You  were  dealing  with  a  lower  social  and  eco- 
nomic population  in  this  neighborhood;  is  that  right? 

Mr.  Mallard.  Yes. 

Senator  Sarbanes.  Was  that  the  source  of  your  concern  about  se- 
curity, Mr.  Epes? 

Mr.  Epes.  I  want  to  make  it  clear  it  was  not  my  concern.  It  was 
my  staff's  concern.  I  lived  eight  blocks  from  there  myself. 

Senator  Sarbanes.  So  you  are  in  that  neighborhood  yourself? 

Mr.  Epes.  Yes,  sir. 

Senator  Sarbanes.  Has  the  neighborhood  improved  over  the 
years? 

Mr.  Epes.  Yes,  sir.  I  don't  live  there  any  longer.  The  property  I 
own  there  is  rental  property  and  the  rent  has  gone  up. 

Senator  SARBANES.  Thank  you. 

Senator  Murkowski.  Mr.  Chairman,  isn't  the  point  here  simply 
to  draw  a  conclusion  that  the  Governor  played  a  major  role  in  the 
selection  of  this  building? 

The  Chairman.  Well,  I  think  we  have  to  look  at  the  facts  as  we 
hear  them  and  as  we  can  establish,  I  think  we  can  go  to  conclu- 
sions and  reasonable  people  can  draw  conclusions  from  the  facts  as 
established.  I  don't  believe,  at  this  point  in  time,  we  can  say  that 
the  Governor  initiated  this,  but  certainly — and  stop  the  green  light, 
please,  because  I  don't  want  to  impede  on  the  time  that  should  be 
yielded. 

But  I  am  going  to  make  an  observation.  I  think  some  of  the  testi- 
mony, as  it  comes  in — and  I  will  ask  a  couple  of  questions — is  al- 
most disingenuous  at  this  point  in  time  and  we  will  get  to  it. 

Obviously,  someone  brought  this  to  the  Governor's  attention,  and  *" 
he  made  a  decision,  and  that  decision  supported  the  conclusion  by  }l 
Mr.  Mallard.  Now  how  Mr.  Mallard  got  to  that,  why  they  got  to  it,  ; 
whether  or  not  it  was  as  a  result  of  the  relationship  that  existed 
between  the  Clintons  and  the  McDougals,  reasonable  people  may 
make  their  differences  on  that. 

The  value  that  one  places  in  the  recollection  of  Ms.  Hays  and  the 
memo  which  outlined  the  conversation  which  the  attorney  for  Pea- 
cock in  which  he  came  in  and  made  these  statements,  all  of  those 
things  have  to  be  weighed. 

Then  people  have  to  come  to  a  conclusion  based  upon  the  rules 
of  reason  and  logic.  So,  I  think  that  people,  some  may  come  to  one 
conclusion,  some  may  come  to  another. 

By  the  way,  it  is  not  difficult  to  support  undertaking  a  project 
in  an  area.  Governments  oftentimes  do,  to  help  rehabilitate.  I  have 
seen  that  in  Long  Island  and  the  town  of  Hempstead  where  we 
made  many  efforts  in  terms  of  attempting  to  take  space,  et  cetera, 
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move  a  court.  I  know  that  the  county  went  out  of  their  way  to  put 
a  court  facility  in  the  middle  of  a  village  that  had  seen  a  decline, 
to  attempt  to  bring  about  revitalization. 

Again,  that  is  one  aspect,  that  is  one  claim.  But  you  have  to 
weigh  it  all,  and  that  is  what  we  are  going  to  attempt  to  do.  So 
I  will  ask  that  the  green  light  go  on  and  yield  to  Senator  Sarbanes. 

Senator  Sarbanes.  I  think  we  have  been  sort  of  circling  around 
the  bush.  This  was  a  black  neighborhood,  wasn't  it? 

Mr.  Mallard.  Yes,  predominantly,  yes. 

Senator  Sarbanes.  There  was  an  effort  to  try  to  revitalize  the 
black  neighborhood,  wasn't  there,  by  the  location  of  this 

Mr.  Mallard.  It  was  an  effort  to  revitalization  the  Quapaw 
Quarters  which  incorporated  all  races. 

Senator  Sarbanes.  That's  right.  And  as  it  turned  out,  it  in  fact 
worked,  as  you  say,  you  think  a  lot  of  it  because  of  this;  correct? 

Mr.  Mallard.  That's  correct.  All  of  downtown,  not  just  this  area. 
I  think  we  helped  all  of  downtown  Little  Rock. 

Senator  Sarbanes.  Thank  you. 

Mr.  Ben-Veniste.  If  I  may,  the  testimony  doesn't  exactly  fit  with 
the  gloss  that  some  people  would  like  to  put  on  it.  Some  people 
would  like  to  say  that  the  Governor  directed  you,  Mr.  Mallard,  to 
make  a  decision  to  select  this  property.  Did  that  happen? 

Mr.  Mallard.  I  never  discussed  it  with  the  Governor.  The  Gov- 
ernor never  discussed  any  leases  with  me  in  4V-2  years. 

Mr.  Ben-Veniste.  So  unpleasantly  for  some  people  who  would 
like  to  interpret  this  as  being  a  directive  coming  from  Governor 
Clinton,  that  is  not  what  happened,  was  it,  Mr.  Mallard? 

Mr.  Mallard.  No,  it  did  not  happen. 

Mr.  Ben-Veniste.  Now  with  respect  to  your  decision,  your  deci- 
sion was  based  on  the  criteria  that  you  have  testified  to  here  today; 
is  that  correct? 

Mr.  Mallard.  Correct. 

Mr.  BEN-VENISTE.  It  is  your  testimony,  if  I  understand  it,  that 
nobody  raised  with  you  or  pressured  you  to  select  the  Madison 
property;  correct? 

Mr.  Mallard.  That's  correct. 

Mr.  Ben-Veniste.  That  was  your  decision  to  make;  is  that  so? 

Mr.  Mallard.  That  was  my  decision. 

Mr.  Ben-Veniste.  Let  me  go  to  the  second  part  of  that  sugges- 
tion, if  I  may,  that  the  Governor  somehow  inserted  himself  in  the 
process  and  directed  that  this  property  be  the  one  selected.  That 
is  not  what  happened  in  the  appellate  process,  is  it  Mr.  Epes? 

Mr.  Epes.  No,  sir. 

Mr.  Ben-Veniste.  Your  testimony,  if  I  understand  you  correctly, 
jsir,  was  that  while  you  conveyed  to  the  Governor's  office  the  con- 
cern expressed  by  certain  employees  in  your  agency  but  not  held 
by  you  personally,  that  you  nevertheless  felt  it  appropriate  to  ex- 
press the  concern  of  certain  employees  about  safety  issues.  You  did 
so,  and  the  Governor,  as  I  understand  your  testimony,  said  that, 
m  the  basis  of  all  the  facts  involved,  he  would  not  overturn  Mr. 
Mallard's  decision. 

Mr.  Epes.  That's  exactly  what  happened. 

Mr.  Ben-Veniste.  OK.  Now,  you  have  been  asked,  Ms.  Hays,  to 
jive  testimony  about  certain  things  that  are  coincident  in  time  to 
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events  that  are  mentioned  on  the  chart  which  has  been  displayed 
here,  and  before  we  get  too  far  into  that,  because  there  is  a  nota 
tion  on  a  chart  that  I  see  for  the  first  time  here,  contributions  tc 
Whitewater  by  the  McDougals  and  Clintons,  that  there  is  to  be 
some  discussion  of  that. 

What  I  would  call  to  the  attention  of  the  Chairman,  if  I  may    ' 
from  page  77  of  the  Pillsbury  Madison  &  Sutro  Report  adopted  bj 
the  Resolution  Trust  Corporation  dated  December  13,  1995,  the  fol 
lowing,  "Therefore,  on  this  record  there  is  no  basis  to  assert  thai 
the  Clintons  knew  anything  of  substance  about  the  McDougals'  ad    '! 
vances  to  Whitewater,  the  source  of  the  funds  used  to  make  those-    ; 
advances,  or  the  source  of  the  funds  used  to  make  payments  or   " 
bank  debt." 

I  would  like  to  cede  my  time  at  this  point  to  Mr.  Kravitz. 

Mr.  Kravitz.  Thank  you,  Mr.  Ben-Veniste.  ' 

Mr.  Epes,  as  you  may  know,  next  week  the  Committee  is  sched  ; 
uled  to  hold  a  hearing  on  some  questions  relating  to  bond  under  ; 
writing  contracts  that  were  awarded  by  the  AHDA,  the  Arkansas  : 
Housing  Development  Authority,  and  the  ADFA,  the  Arkansas  De 
velopment  Finance  Authority.  You  are  not  scheduled  to  appear  al  '! 
next  week's  hearing,  so  I  thought  we  might  take  advantage  of  youi 
presence  here  today  to  ask  you  a  few  questions. 

Just  as  an  introduction,  can  you  tell  us,  what  was  the  purpose  c 
or  what  were  the  purposes  of  those  two  agencies  in  raising  mone^  ' 
through  the  sale  of  municipal  bonds? 

Mr.  Epes.  The  Arkansas  Housing  Development  Agency  was  es  - 
tablished  in  1977  for  the  purpose  of  issuing  mortgage  revenue  ; 
bonds,  tax-exempt  mortgage  revenue  bonds  for  single-family  hous 
ing  for  low-  to  moderate-income  individuals,  and  also  multifamil; 
housing  revenue  bonds  for  multifamily  housing  development:  -: 
which  set  aside  certain  units  in  those  developments  for  low-  t<  " 
moderate-income  tenants. 

Mr.  Kravitz.  And  what  about  the  ADFA,  when  it  succeeded  th< 
AHDA?  ] 

Mr.  Epes.  The  ADFA  succeeded  the  AHDA  and  took  over  th<  * 
housing  authority  powers  to  issue  bonds  for  those  authorities;  a:  « 
well,  it  was  expanded  for  the  purpose  of  issuing  tax-exempt  reve  ' 
nue  bonds  for  agricultural  business  development,  first-time  farmei  « 
program,  public  facilities  for  the  State  of  Arkansas.  We  financec  ' 
prisons  and  some  other  things  like  that,  and  other  public  facilities  ' 
to  be  the  centralized  revenue  bond  issuer  for  the  State  of  Arkansas 

Mr.  Kravitz.  Mr.  Chairman,  I  see  that  the  yellow  light  is  on 
Perhaps  we  can  come  back  to  that? 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  I  want  to  go  back  to  the  fundamentals  of  this 
Ms.  Herr,  as  I  understand  it,  when  you  began  this  process  in  198c 
of  helping  Mr.  Epes'  agency  find  space,  Mr.  Mallard  didn't  say  tc 
you  I  want  you  to  confine  your  looking  to  this  downtown  area  be 
cause  we  want  to  redevelop  it? 

Ms.  Herr.  No,  he  did  not. 

Mr.  Chertoff.  So  there  was  no  mention  when  you  started  oul 
on  this  project  that  there  was  some  plan  to  revitalize  downtown 
Little  Rock  and  you  should  focus  your  attention  on  it;  right? 
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Ms.  Herr.  Yes,  you  are  right.  But  there  was  an  unwritten  policy 
at  that  time  that  when  we  could,  when  possible,  and  when  the 
rental  rate  was  satisfactory,  we  would  try  to  locate  agencies  in  the 
downtown  area  which  did  encompass  this  area. 

Mr.  Chertoff.  So  you  solicited  from  some  of  the  landlords  down- 
town to  see  if  they  had  space;  right? 

Ms.  Herr.  Oh,  yes. 

Mr.  Chertoff.  But  Mr.  Mallard  got  involved  in  this  particular 
project  when  Ms.  McDougal  came  to  him  and  you  had  a  meeting 
with  Mr.  Mallard  and  Susan  McDougal;  right? 

Ms.  HERR.  That's  when  I  first  knew  about  it,  yes. 

Mr.  Chertoff.  After  you  had  come  back  to  Mr.  Mallard  with  Mr. 
Epes'  agency's  decision  not  to  take  the  space  in  McDougal's  build- 
ing, Mr.  Mallard  told  you — and  this  is  your  own  language — that  the 
Governor's  office  wanted  to  have  Mr.  Epes  lease  the  Madison  space 
because  of  the  development  of  the  Quarter  area  and  because  the 
McDougals  were  friends  of  the  Clintons;  right? 

Ms.  Herr.  That's  the  way  I  recall  it. 

Mr.  Chertoff.  Mr.  Mallard  brought  up  the  friendship  between 
the  McDougals  and  the  Clintons;  right? 

Ms.  Herr.  Yes,  he  did. 

Mr.  Chertoff.  Then  you  indicated  earlier  in  your  testimony  that 
there  was  a  second  occasion,  somewhat  later,  where  Mr.  Mallard 
repeated  to  you  the  fact  that  he  wasn't  going  to  consider  other  pro- 
posals, that  the  Governor's  office  wants  us  to  lease  the  space  and 
that's  the  way  it's  going  to  be.  You  got  that  from  Mr.  Mallard;  is 
that  right? 

Ms.  Herr.  Yes,  I  did. 

Mr.  Chertoff.  Mr.  Mallard,  do  you  deny  saying  that  to  Ms. 
Herr? 

Mr.  MALLARD.  I  cannot  remember  saying  anything  like  that. 

Mr.  Chertoff.  It  could  have  happened,  you  don't  remember,  or 
it  didn't  happen? 

Mr.  Mallard.  In  my  mind  it  did  not  happen,  no. 

Mr.  Chertoff.  So  you  dispute  Ms.  Herr's  recollection  of  this? 

Mr.  Mallard.  I  do. 

The  Chairman.  You  say  it  didn't  happen? 

Mr.  Mallard.  I  said  it  didn't  happen. 

The  Chairman.  Did  Susan  McDougal  come  to  you? 

Mr.  Mallard.  Yes,  I'm  sure  she  did. 

The  Chairman.  Did  you  tell  Ms.  Herr,  Mr.  Mallard,  that  Susan 
McDougal  came  to  see  you? 

Mr.  Mallard.  I'm  sure  I  did,  yes. 

The  Chairman.  Did  she  make  this  up  about  the  fact  of  the  Gov- 
ernor, et  cetera,  and  you  weren't  going  to  change  your  mind  and 
that  they  were  friends,  and  therefore  this  is  where  you  were  going 
to  go,  that  the  Governor  wanted  this?  She  just  dreamed  this  up? 

Mr.  Mallard.  I  do  not  remember  saying  that  at  all. 

The  Chairman.  You  have  worked  with  her  for  a  long  time, 
haven't  you? 

Mr.  Mallard.  A  long  time. 

The  Chairman.  You  don't  think  she  made  this  up? 

Mr.  Mallard.  I'm  not  sure. 
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The  Chairman.  You  think  maybe  she  made  it  up?  Isn't  it  more 
likely  you  are  feigning  this  memory,  recollection?  You  don't  remem- 
ber this  situation  whether  or  not  you  told  her?  You  think  she  just 
dreamed  up  that  the  Governor — we  are  talking  about  facts  and  rea- 
sonableness. Now,  you  really  think  that  she  just  made  this  up? 

Mr.  Mallard.  Senator,  people  assume  things. 

The  Chairman.  Oh,  assume? 

Mr.  Mallard.  Assume  things,  correct. 

The  Chairman.  She  may  have  assumed  it  on  the  basis  of  what 
you  told  her? 

Mr.  Mallard.  Maybe  on  the  basis  of  what  someone  else  told  her. 

The  Chairman.  She  says  you  told  her. 

Mr.  Mallard.  I  dispute  that,  yes. 

Mr.  Chertoff.  When  you  were  asked  about  this  in  your  deposi- 
tion, at  page  44,  Mr.  Mallard,  you  were  asked  this: 

Question:  Do  you  remember  any  meetings  you  had  with  Ms.  Vowell  or  Ms.  Herr   li 
with  regard  to  the  lease,  the  AHDA  lease?  Did  you  ever  say  to  her  that  one  of  the   | 
reasons  why  you  were  going  forward  with  the  lease  was  because  the  McDougals 
were  friends  of  the  Clintons  and  there  was  a  desire  to  help  out  the  McDougals? 

Answer:  No,  I  don't  specifically  remember  any  conversation  like  that.  You  know, 
I  am  sure  it  was  assumed.  You  know,  everybody  assumed  that  everybody  was 
friends  with  the  Governor.  \ 

Are  you  telling  us  now  you  actually  are  positively  disputing  Ms.  ii 
Herr's  account,  under  oath,  in  deposition  and  here,  that  you  said  ; 
to  her  that  the  reason  that  you  wanted  to  go  forward  with  this  | 
lease  of  the  McDougals'  building  is  because,  in  part,  the  McDougals 
were  friends  of  the  Clintons?  You  dispute  that? 

Mr.  Mallard.  Yes,  I  dispute  that,  yes. 

Mr.  Chertoff.  Is  it  a  fact,  Ms.  Herr,  that  Mr.  Epes  continued 
to  complain  to  you  about  that  building  even  after  the  lease  was 
signed? 

Ms.  Herr.  Yes,  he  did. 

Mr.  Chertoff.  Would  you  agree  with  me  that  during  the  year 
after  that  lease  in  Mr.  McDougal's  building  was  signed  on  April  1, 
1984,  during  that  next  year,  probably  every  time  you  talked  to  Mr. 
Epes  he  said  to  you  he  wanted  out  of  that  building? 

Ms.  Herr.  There  were  several  times  that  they  voiced  their  com- 
plaints about  the  building,  yes. 

Mr.  Chertoff.  But  then  a  year  later  they  took  more  space  in  the 
building;  that's  also  true? 

Ms.  Herr.  That's  true. 

Mr.  Chertoff.  As  far  as  you  are  concerned,  Ms.  Hays,  you  don't 
know  anything  about  leases  except  what  you  heard  from  Mr.  Hop- 
kins; right? 

Ms.  Hays.  Right. 

Mr.  Chertoff.  You  do  not  have  any  connection  with  any  of  the 
other  people  on  the  panel  in  terms  of  their  work  on  the  leases;  is 
that  right? 

Ms.  Hays.  That's  right. 

Mr.  Chertoff.  But  you  do  know  that  Mr.  Hopkins  came  in  and 
he  was  angry  and  he  told  you  some  things? 

Ms.  Hays.  Right. 

Mr.  Chertoff.  He  told  you  about  people  maybe  going  to  prison? 

Ms.  Hays.  Right. 

Mr.  Chertoff.  What  was  your  reaction  to  that? 
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Ms.  Hays.  I  wasn't  surprised. 

Mr.  CHERTOFF.  You  were  not  surprised  based  on  what  you  had 
seen  and  heard  at  Madison? 

Ms.  Hays.  Right. 

Mr.  Chertoff.  What  did  he  tell  you  about  the  campaign  con- 
tributions, the  campaign  fundraiser,  and  the  connection  with  the 
leases? 

Ms.  Hays.  I  believe  he  said  that  proceeds  from  the  Dixie  Con- 
tinental loan  had  gone  to  the  Clinton's  Gubernatorial  Campaign 
and  that  Governor  Clinton  had  arranged  for  the  State  to  lease  of- 
fice space  from  Madison  or  McDougal. 

Mr.  Chertoff.  In  fact,  what  you  told  Mr.  Miller  was  an  accurate 
statement  of  what  Mr.  Hopkins  told  you;  right? 

Ms.  Hays.  Yes,  sir. 

Mr.  Chertoff.  What  you  told  Mr.  Miller  was  that  in  return  for 
;he  substantial  campaign  contribution,  Bill  Clinton  assured  Jim 
VIcDougal  that  a  State  agency  would  lease  space  from  Madison  at 
ts  headquarters  on  Main  Street  in  Little  Rock;  right? 

Ms.  HAYS.  I  know  that  is  in  the  memo.  I  don't  have  any  reason 
,o  believe  it  is  inaccurate,  but  I  don't  remember  those  exact  words. 

Mr.  Chertoff.  I  understand  that,  but  you  do  remember  telling 
tfr.  Miller  at  the  time  when  it  was  fresh  in  your  mind,  as  best  as 
rou  can  recall  what  happened? 

Ms.  Hays.  Yes,  sir. 

Mr.  Chertoff.  He  was  your  lawyer,  so  you  had  no  reason  not 
o  be  completely  forthright  with  him? 

Ms.  Hays.  Right. 

Mr.  Chertoff.  In  fact,  it  is  true  that  unbeknownst  to  perhaps 
vlr.  Hopkins  that  in  fact  this  space  was  on  Main  Street;  right,  this 
.pace  we  are  talking  about? 

Ms.  Hays.  Right. 

Mr.  Chertoff.  And  in  1985,  there  was  not  only  an  expansion  of 
he  rental  of  the  State  agency  in  the  main  building,  but  there  was 
in  additional  new  lease  at  the  building  across  the  street;  right? 

Ms.  Hays.  Right. 

Mr.  Chertoff.  That  new  lease,  Ms.  Herr,  that  was  what  had 
>een  a  gas  station? 

Ms.  Herr.  Yes,  sir,  it  had. 

Mr.  Chertoff.  During  your  tenure  in  this  period,  the  only  build- 
ngs  in  this  area  that  the  Governor  wanted  to  revitalize  that  wound 
ip  getting  State  leases  were  Mr.  McDougal's  bank  building  and  the 
:as  station  across  the  street  that  Mr.  McDougal  owned;  right? 

Ms.  Herr.  In  that  immediate  vicinity,  but  only  six  blocks  down 
he  street  was  the  Dongy  Foundation  that  Mr.  Epes  had  occupied 
pace  in  before,  and  there  was  a  large  presence  of  the  State  in  that 
acility. 

Mr.  Chertoff.  That  was  longstanding? 

Ms.  Hays.  Yes,  sir. 

Mr.  Chertoff.  But  in  terms  of  getting  new  leases,  in  terms  of 
his  notion  we  are  going  to  try  to  revitalize  and  move  some  of  the 
>tate  offices  into  this  particular  area,  the  Quapaw  Quarter,  the 
nly  buildings  in  that  area  that  wound  up  getting  State  leases  were 
McDougal  buildings? 
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Ms.  Herr.  That's  true.  They  were  the  only  ones  that  came  to  us 
to  develop  property. 

Mr.  Chertoff.  Do  you  know  why  the  gas  station  across  the 
street  was  considered  a  suitable  property  for  the  State  agency? 

Ms.  Herr.  No,  sir,  I  don't. 

Mr.  Chertoff.  You  were  not  involved  in  that  one? 

Ms.  Hays.  No,  I  wasn't. 

Mr.  Chertoff.  Mr.  Mallard,  do  you  remember  why  the  gas  sta- 
tion was 

Mr.  Mallard.  I  was  not  involved  in  that  lease. 

Mr.  Chertoff.  Who  did  that  one  for  your  agency? 

Mr.  Mallard.  I  think  that — I  believe  it  was  Marsh  Patterson.  He 
was  an  agent  in  the  leasing  department. 

Mr.  Chertoff.  In  your  office? 

Mr.  Mallard.  In  my  office. 

Mr.  Chertoff.  Under  your  supervision? 

Mr.  Mallard.  Under  my  supervision. 

Mr.  Chertoff.  You  don't  know  about  this  one? 

Mr.  Mallard.  Well,  of  course  I  signed  the  lease  at  the  end  of  it, 
but  I  think  he  and  the  leasing  agent  for  the  Revenue  Department 
is  the  one  that  worked  this  lease  out. 

Mr.  Chertoff.  Did  you  know  it  was  a  gas  station? 

Mr.  Mallard.  I  can't  recall  any  specifics  about  it  at  all 

Mr.  Chertoff.  Now 

Mr.  Mallard.  — but  you  can  make  a  gas  station  into  a  castle  if 
you  want  to. 

Mr.  Chertoff.  You  can  make  a  silk  purse  out  of  a  sow's  ear. 

Mr.  Mallard.  If  one  has  enough  money,  you  can  do  that,  that 
is  right. 

Mr.  Chertoff.  The  question  is  why  you  would  choose  to  do  it. 
You  don't  deny  that  you  knew  the  McDougals;  right? 

Mr.  Mallard.  Yes,  I  knew  Jim  McDougal  for  many  years. 

Mr.  Chertoff.  Jim  McDougal  never  said  to  you  he  had  a  friend- 
ship with  the  Clintons? 

Mr.  Mallard.  You  know,  I  can't  recall  whether  he  did  or  not,  but 
I  knew  he  had  a  friendship  with  the  Clintons. 

Mr.  Chertoff.  You  knew  he  had  a  business  relationship? 

Mr.  Mallard.  I  didn't  at  the  time.  If  I  did,  you  know 

Mr.  Chertoff.  Did  you  know  that  $300,000  worth  of  lease  pay- 
ments over  5  years  would  go  a  long  way  toward  improving  the  bal- 
ance sheet  on  Mr.  McDougal's  real  estate  company  there,  Madison 
Financial? 

Mr.  Mallard.  We  did  not  delve  into  people's  balance  sheets  or 
what  it  would  do  for  their 

Mr.  Chertoff.  But  you  knew,  as  matter  of  common  sense,  that 
when  you  have  a  landlord  of  a  commercial  building  and  he  is  giving 
a  guaranteed  5-year  lease  that  is  going  to  total  $300,000  that  will 
occupy  some  of  his  vacant  space  in  an  area  of  the  city  that  people 
don't  want  to  occupy,  that  will  be  a  dramatic  improvement  in  his 
balance  sheet,  because  that  asset,  that  building  will  be  worth  more 
because  all  of  a  sudden  it  is  getting  rent  coming  in;  right?  That  is 
just  common  sense;  right? 

Mr.  Mallard.  I  would  suppose  so,  yes. 
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Mr.  Chertoff.  Did  you  know  Mr.  McDougal  had  a  business  ven- 
ture with  the  Clintons  and  that  some  of  what  McDougal  was  doing 
with  his  money  was  putting  money  into  that  business  venture? 

Mr.  Mallard.  At  the  time  I  don't  think  I  did. 

Mr.  Chertoff.  Looking  with  hindsight,  do  you  see  a  financial  re- 
lationship or  financial  benefit  here  that  if  Mr.  McDougal  improves 
his  balance  sheet,  if  he  has  rent  income  coming  in  from  the  State, 
if  the  examiners  see  that  his  real  estate  operation  now  has  a  build- 
ing which  has  occupancy  from  a  good  tenant,  you  understand  how 
that  might  improve  Mr.  McDougal's  financial  picture  and  might 
help  him  continue  with  his  financial  operations?  Make  sense? 

Mr.  Mallard.  With  anybody  we  lease  with,  that  was  something 
that  was  sought  after,  was  a  State  lease. 

Mr.  Chertoff.  It  was  sought  after? 

Mr.  Mallard.  With  everybody,  every  tenant. 

Mr.  Chertoff.  I  bet  a  lot  of  landlords  in  what  Ms.  Herr  has  de- 
scribed as  a  soft  market  wanted  to  get  some  of  those  leases? 

Mr.  Mallard.  It  is  still  that  way  today,  I'm  sure. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  The  issue  of  Governor  Clinton  having  a  social 
relationship  with  the  McDougals,  did  that  surprise  you,  Mr.  Mal- 
lard? 

Mr.  Mallard.  Not  particularly.  He  had  a  social  relationship  with 
everybody  in  the  State  of  Arkansas. 

Mr.  Ben-Veniste.  Ms.  Herr,  did  anybody  try  to  hide  the  fact  that 
the  McDougals  had  a  social  relationship  with  the  Clintons  back  in 
1983? 

Ms.  Herr.  No. 

Mr.  Ben-Veniste.  When  Mrs.  McDougal  visited  your  agency,  did 
you  not  meet  with  her? 

Ms.  Herr.  Yes,  I  did. 

Mr.  BEN-VENISTE.  I'm  not  trying  to  suggest  to  you  that  you  may 
have  been  inaccurate  in  your  recollection,  but  do  you  recall  whether 
Mrs.  McDougal  may  have  mentioned  that  she  and  Mr.  McDougal 
had  a  relationship  of  a  social  nature  with  the  Governor? 

Ms.  Herr.  I  don't  think  that  she  ever  specifically  said  that  to  me, 
but  Arkansas  is  a  very  small  State,  and  it  was  common  knowledge 
that  the  McDougals  were  friends  with  the  Clintons. 

Mr.  Ben-Veniste.  Indeed,  if  now  you  are  sitting  here  13  or  14 
years  after  the  event  and  someone  has  said  to  you  oh,  the  Clintons 
were  friends  with  the  McDougals  but  no  one  disclosed  that  to  you 
at  the  time,  then  you  would  have  been  taken  advantage  of  because 
this  thing  was  happening  behind  the  scenes.  You  see  how  that 
could  go  just  the  other  way? 

Ms.  Herr.  Yes,  sir. 

Mr.  Ben-Veniste.  So,  in  fact,  you  knew  that  the  Clintons  had  a 
relationship,  you  looked  at  the  economics  of  the  deal,  the  economics 
of  the  deal  made  sense,  the  location  of  the  deal  was  consistent  with 
a  longstanding  policy,  if  I  understand  you  correctly? 

Ms.  Herr.  That's  correct. 

Mr.  Ben-Veniste.  About  trying  to  locate  in  the  downtown  areas 
where  it  was  feasible.  This  was  a  situation  where  it  was  feasible, 
was  it  not,  Mr.  Epes? 


I 


s 


2274 

I 
Mr.  Epes.  Yes,  sir. 

Mr.  Ben-Veniste.  On  the  basis  of  all  of  that,  the  decision  was 
made  and  it  was  not  overturned. 

Now  with  respect  to  the  gas  station,  when  it  was  converted  to  the 
revenue  office,  as  we  have  heard,  it  was  not  a  gas  station  at  the 
time  it  was  operating  as  a  revenue  office  for  the  State;  correct? 

Ms.  Herr.  That's  correct.  \ 

Mr.  Mallard.  That's  correct.  k 

Mr.  Ben-Veniste.  It  was,  the  piece  of  property  had  been  a  gas 
station  and  there  was  a  structure,  I  trust,  built  on  it.  If  we  could     ) 
go  back  in  time  and  someone  had  some  yellowed  newspaper  clip-     : 
ping  of  the  opening  of  the  revenue  office  in  that  area,  we  could  see 
what  it  looked  like,  I  take  it? 

Ms.  Herr.  That's  correct. 

Mr.  Ben-Veniste.  But,  indeed,  the  revenue  office,  as  we  have  de- 
veloped in  our  testimony,  wished  to  move  from  the  location  it  was 
in,  which  was  not  far  away  from  where  it  relocated  to,  the  renova-     . 
tions  were  acceptable  and  desirable,  and  they  were  happy  with  the     \ 
location;  is  that  correct  as  far  as  you  know? 

Ms.  Herr.  Yes,  sir.  In  fact,  the  other  day,  just  to  refresh  my 
memory  on  what  that  part  of  the  city  looked  like,  I  drove  by  there,    f 
since  I  knew  I  was  coming  up  here,  and  the  revenue  office  is  still 
in  that  same  location.  J 

Senator  Sarbanes.  What  kind  of  revenue  office  was  this?  What 
do  they  do  in  this  revenue  office? 

Ms.  Herr.  License  plates  and  driver's  licenses.  It  is  their  office     • 
that  deals  with  the  public.  } 

Senator  Sarbanes.  It  is  where  the  public  comes  in  to  be  served? 

Ms.  Herr.  Yes. 

Senator  Sarbanes.  Are  there  a  lot  of  such  revenue  offices  across 
the  State  of  Arkansas? 

Ms.  Herr.  Yes,  there  are. 

Senator  Sarbanes.  They  are  located  in  order  to  serve  the  con- 
stituency? 

Ms.  Herr.  That's  correct.  J 

Senator  Sarbanes.  In  fact,  if  the  neighborhood  didn't  have  one, 
depending  on  the  size  of  the  neighborhood,  but  they  could  complain 
that  they  were  not  being  properly  serviced  by  the  State? 

Ms.  Herr.  They  are  located  in  populated  areas  around  the  State. 

Mr.  Ben-Veniste.  So  in  addition  to  it  moving  into  a  more  desir- 
able location  than  where  it  existed  before,  from  the  standpoint  of 
the  officers  and  employees  of  the  revenue  office,  it  was  desirable  to 
service  the  residents  in  that  part  of  town  with  a  revenue  office? 

Ms.  Herr.  Yes. 

Mr.  Ben-Veniste.  Let  me  turn,  Ms.  Hays,  to  Mr.  Chertoff's  last 
line  of  questions,  because  I  think  it  is  pretty  important  to  look  at 
Mr.  Hopkins'  statements  to  you  in  1987  about  events  which  he 
claimed  to  have  taken  place  in  1985,  although  he  wasn't  presum- 
ably a  part  of  those  arrangements,  but  we  will  question  him  about 
that.  Would  you  just  look  at  the  chart,  it  shows  the  Madison  fund- 
raiser at  the  very  bottom  of  that  first  chart.  You  see  that  is  April 
1985;  right? 

Ms.  Hays.  I  see  that,  yes. 
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Mr.  Ben-Veniste.  Everybody  knew  that  the  State  agency  had 
moved  into  the  headquarters  on  Main  Street. 

Ms.  Hays.  I  did  not  work  at  Madison  until  June  1985,  so  I  don't 
know 

Mr.  Ben-Veniste.  Presumably  people  in  town  knew  that  the 
housing  authority  had  moved  into  those  quarters. 

Ms.  Hays.  I  assume  so. 

Mr.  Ben-Veniste.  By  1987,  memories  may  have  dimmed  about 
when  exactly  they  moved  in. 

Ms.  Hays.  True. 

Mr.  Ben-Veniste.  If  there  was  going  to  be  a  quid  pro  quo,  as  is 
suggested  on  page  3  of  the  memorandum  prepared  reflecting  your 
conversation  with  Mr.  Hopkins,  then  the  contribution,  as  Mr.  Hop- 
kins says,  that  a  State  agency  would  lease  space  from  Madison  at 
its  headquarters  on  Main  Street  in  Little  Rock  in  return  for  the 
substantial  contribution  made  by  Mr.  Peacock.  That's  the  import  of 
what  was  said  to  you;  right? 

Ms.  Hays.  Right. 

Mr.  Ben-Veniste.  However,  the  fallacy  in  such  a  notion  is  that, 
while  the  fundraiser  occurred  in  April  1985,  the  lease  arrange- 
ments that  we  have  been  discussing  here  all  morning  occurred  in 
early  1984;  is  that  correct,  Mr.  Mallard? 

Mr.  Mallard.  I  would  have  to  refer  back  to  the  lease,  but  I  think 
you  are  right. 

Mr.  Ben-Veniste.  Am  I  correct,  Ms.  Herr,  in  my  recollection  that 
the  lease  was  negotiated  in  late  1983  and  signed  up  in  April  1984? 

Ms.  Herr.  That's  correct. 

Mr.  Ben-Veniste.  A  full  year  before  the  contributions  that  Mr. 
Hopkins  is  telling  you  were  a  quid  pro  quo;  is  that  right,  Ms.  Hays, 
if  you  accept  those  dates? 

Ms.  HAYS.  I  don't  know  that  that  is  exactly  right.  I  think  Mr. 
Hopkins  was  saying  that  the  proceeds  from  the  Dixie  Continental 
Leasing  loan  were  what  he  considered  to  be  the  campaign  contribu- 
tions by  Mr.  Peacock,  and  I  don't  know  the  date  that  that  loan  was 
made. 

Mr.  Ben-Veniste.  If  you  accept  that  the  contribution  was  made 
in  April  1985,  as  reflected  on  the  chart  that  the  Majority  has  pre- 
pared here,  you  know  now,  from  listening  to  the  testimony,  just  as 
we  know,  that  the  decision  to  relocate  and  lease  space  from  Madi- 
son at  its  headquarters  on  Main  Street  in  Little  Rock  occurred  a 
full  year  before.  So  instead  of  a  quid  pro  quo,  we  are  talking  about 
a  quo  pro  quid. 

Ms.  Hays.  I  don't  know.  I  don't  know  that  this  April  1985  fund- 
raiser is  the  only  contribution  that  Mr.  Hopkins  was  talking  about. 
But  I  can't  disagree  with  what  you  are  saying. 

Mr.  Ben-Veniste.  If  in  fact  it  is,  and  we  will  hear  from  Mr.  Hop- 
kins, but  since  the  matter  has  been  raised  and  pressed  again  with 
you  in  the  absence  of  Mr.  Hopkins  to  be  examined  on  it,  I  thought 
it  important  to  set  out  the  chronology  just  so  you  were  advised  and 
while  we  have  our  panel  here  to  talk  about  the  chronology  of 
events,  what  Mr.  Hopkins  said.  And  I  will  read  that  again,  "Mr. 
Hopkins  stated  that  a  portion  of  the  loan  proceeds  made  to  Dixie 
Continental  Leasing  went  to  Bill  Clinton's  campaign  and  that  in  re- 
turn for  the  substantial  campaign  contributions,  Bill  Clinton  as- 
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sured  Jim  McDougal  that  a  State  agency  would  lease  space  from 
Madison  at  its  headquarters  on  Main  Street  in  Little  Rock."  That 
was  in  1984;  the  fundraiser  occurred  a  year  later  in  April  1985. 

Ms.  Hays.  Right. 

Senator  Sarbanes.  Ms.  Hays,  at  the  time  that  Hopkins  called 
you,  that  was  right  in  the  aftermath  of  having  the  bankruptcy 
court  dismiss  the  claim  with  prejudice;  is  that  correct? 

Ms.  Hays.  That's  right. 

Senator  Sarbanes.  Of  course,  that  then  puts  you  back  in  the  po- 
sition of  being  able  to  go  after  Peacock  on  this  loan;  is  that  correct? 

Ms.  Hays.  Yes,  sir. 

Senator  Sarbanes.  Now,  Mr.  Miller  says  in  this  memo,  which  he 
wrote,  I  take  it,  to  a  partner  in  his  firm,  on  the  basis  of  a  conversa- 
tion with  you 

Ms.  Hays.  Yes. 

Senator  Sarbanes.  He  says  that  he  thought  that  Hopkins  was 
severely  embarrassed  as  a  result  of  having  the  Chapter  11  dis- 
missed with  prejudice  after  he  had  made  representations  to  his  cli- 
ent that  everything  would  be  taken  care  of.  Is  that  the  impression 
you  had,  too,  about  Hopkins? 

Ms.  Hays.  Yes,  sir,  yes. 

Senator  Sarbanes.  Thank  you. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Ms.  Hays,  again,  to  go  back  to  this  chronology  which  of  course 
we  started  out  with,  and  I  understand  again,  to  be  clear,  you  are 
testifying  to  what  Hopkins  told  you.  You  repeated  it  to  Miller,  Mil- 
ler made  a  memo  of  it.  Obviously,  you  are  not  in  Hopkins'  mind, 
but  you  gave  your  lawyer  as  accurate  a  rendition  of  what  Hopkins 
told  you  as  you  could  at  the  time. 

Let's  go  back  to  the  chronology.  The  original  discussion  about  the 
first  lease  in  the  main  Madison  building  occurs  in  April  1984,  and 
we  now  have  some  evidence — I  guess  there  is  a  dispute  in  the  evi- 
dence, but  at  least  we  have  the  testimony  of  Ms.  Herr  that  she  was 
told  by  Mr.  Mallard  that  the  Governor's  office  wanted  this  done  ir 
1984.  And  we  know  from  Mr.  Epes  that  there  was  a  meeting  with 
the  Governor  on  that. 

Now,  we  come  to  1985,  and  the  dates  here  get  very  interesting 
We  have  the  Dixie  Continental  lease  loan,  and  then  we  have  the 
April  4,  1985  fundraiser.  We  know  from  Ms.  Herr  during  that  in- 
tervening year  that  Mr.  Epes  keeps  saying  we  want  to  get  out  ol 
the  building,  we  want  to  get  out  of  the  building.  And  it  doesn't  take 
a  great  leap  of  common  sense  to  realize  that  a  landlord  who  has 
a  tenant  who  is  complaining  is  going  to  want  to  take  steps  to  make 
sure  that  that  tenant  stays  in  the  building. 

So  you  have  an  April  4th  fundraiser.  On  April  9th,  5  days  later. 
Mr.  Epes'  agency  indicates  they  now  want  to  look  for  additional 
space.  They  contact  the  leasing  office  and  yet,  what  do  you  know, 
at  the  end  of  the  day,  they  wind  up  taking  that  additional  space, 
I  think  it  is  at  a  lease  rate  of  about  $13,000  additional  per  year 
in  the  very  same  building.  So  that's  the  chronology  if  we  match  it 
up  against  the  set  of  events  here. 
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Now  let  me  turn  to  a  different  subject  for  a  moment.  While  you 
were  working  at  Madison,  you  had  some  responsibility  for  super- 
vising or  managing  the  legal  work? 

Ms.  Hays.  That's  right. 

Mr.  Chertoff.  That  involved  dealing  with  outside  counsel  and 
retaining  them  and  generally  supervising  them? 

Ms.  Hays.  Right. 

Mr.  Chertoff.  Did  there  come  a  time  that  you  learned  that  the 
Rose  Law  Firm  was  receiving  a  regular  $2,000  a  month  retainer  or 
advance  on  fees  from  Madison  Guaranty  Savings  &  Loan? 

Ms.  Hays.  Yes. 

Mr.  Chertoff.  How  did  you  learn  about  that? 

Ms.  Hays.  I  think  that  Greg  Young  who  was  the  CFO  might  have 
told  me  about  it.  I'm  not  really  certain. 

Mr.  Chertoff.  The  CFO  meaning  the  Chief  Financial  Officer? 

Ms.  Hays.  Yes,  sir. 

Mr.  Chertoff.  What  was  your  response? 

Ms.  Hays.  I  can't  remember  exactly  when  I  first  learned  about 
t.  I  know  that,  for  a  time,  the  Rose  Firm  did  work  for  Madison, 
50  I  didn't  think  there  was  anything  unusual  about  that.  Later, 
since  I  was  the  one  sending  out  the  legal  work  and  I  knew  I  wasn't 
sending  it  to  the  Rose  Firm,  I  questioned  why  we  continued  to  pay 
;he  retainer. 

Mr.  Chertoff.  When  you  say  "retainer,"  you  mean  the  advance 
ees,  the  regular  $2,000  a  month  fees? 

Ms.  Hays.  Yes. 

Mr.  Chertoff.  Who  did  you  raise  that  question  about  the  pay- 
nent  to  the  Rose  Law  Firm  with? 

Ms.  Hays.  John  Latham. 

Mr.  Chertoff.  And  he  was,  at  that  time,  what  was  his  position 
vith  the  bank? 

Ms.  Hays.  He  was  CEO  and  Chairman  of  the  Board. 

Mr.  Chertoff.  That's  Chief  Executive  Officer? 

Ms.  Hays.  Yes,  sir. 

Mr.  Chertoff.  What  did  Mr.  Latham  tell  you  about  why  this 
noney  was  being  paid  to  the  Rose  Law  Firm? 

Ms.  HAYS.  He  said  it  was  Jim's — meaning  Jim  McDougal's — deal, 
md  not  to  question  it. 

Mr.  Chertoff.  And  after  that  you  just  didn't  question  it? 

Ms.  Hays.  Not  until  after  Mr.  McDougal  left. 

Mr.  Chertoff.  What  happened  after  Mr.  McDougal  left?  Did  you 
mestion  it  then? 

Ms.  Hays.  I  think  it  was  discontinued. 

Mr.  Chertoff.  Did  you  also  have  occasion  from  time  to  time 
vhen  Mr.  McDougal's  regular  assistant  or  secretary  was  absent  to 
>ccasionally  handle  Mr.  McDougal's  phones? 

Ms.  Hays.  I  did  at  one  time,  yes,  for  a  week. 

Mr.  Chertoff.  Do  you  remember,  did  he  have  any  particular  ar- 
rangement about  certain  people  being  rung  through  to  him  directly 
md  certain  people  going  through  the  receptionist? 

Ms.  Hays.  I  don't  really  remember.  All  of  his  calls  I  think  came 
-hrough  the  secretary  and  then  went  to  him,  I  think. 

Mr.  Chertoff.  How  long  did  you  deal  with  his  telephone?  For 
vhat  period  of  time? 
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Ms.  Hays.  One  week. 

Mr.  Chertoff.  During  that  week,  did  he  have  any  contact  with 
Governor  Clinton? 

Ms.  Hays.  I  took  one  or  two  messages  from  the  Governor's  office. 

Mr.  Chertoff.  And  do  you  remember  what  the  messages  were 
about? 

Ms.  Hays.  No,  sir.  I  just  took  name  and  phone  number. 

Mr.  Chertoff.  Finally,  let  me  ask  you  about  that  gas  station 
across  the  street  which  became  the  revenue  office;  do  you  know 
whether  an  individual  named  Davis  Fitzhugh  had  a  connection 
with  that? 

Ms.  Hays.  I  thought  he  owned  it. 

Mr.  Chertoff.  Mr.  Fitzhugh  also  worked  at  Madison  Guaranty 
Savings  &  Loan;  right? 

Ms.  Hays.  Yes. 

Mr.  Chertoff.  Was  there  a  point  that  Mr.  Fitzhugh  bought  the 
building  at  the  request  of  Mr.  McDougal? 

Ms.  Hays.  I  believe  that's  correct. 

Mr.  Chertoff.  Do  you  know  why  that  was? 

Ms.  Hays.  No. 

Mr.  Chertoff.  Now  let  me  show  you  a  memo  dated  December 
17,  1985,  to  Davis  Fitzhugh  from  Sue  Stray  horn.  It  makes  ref- 
erence again  to  someone  who  is  looking  for  space  at  1300  Main.  Is 
1300  Main  where  Madison  had  its  headquarters? 

Ms.  Hays.  No,  sir. 

Mr.  Chertoff.  Was  it  another  Madison  building? 

Ms.  Hays.  Yes,  it  was  a  building  owned  by  Madison,  a  few  blocks 
away  from  the  bank  headquarters. 

Mr.  Chertoff.  So  that  was  another  McDougal  building;  right? 

Ms.  Hays.  I'm  not  sure  it  was  McDougal,  but  it  was  some  affili- 
ated party. 

Mr.  Chertoff.  It  says  here,  "Ms.  Margaret  Carter  came  by  this 
morning  to  see  Jim  McDougal,  and  was  referred  to  him  by  Bill 
Clinton  and  Guy  Barry.  She  is  interested  in  leasing  space  for  an 
art  studio,  possibly  upstairs  at  1300  Main.  She  can  afford  approxi- 
mately $500  per  month,  plus  utilities,  for  comparable  floor  space. 
If  not  at  1300  Main,  then  something  similar."  Do  you  remember 
people  coming  by  on  referrals  from  the  Governor  about  possibly 
finding  space  in  Madison  building  buildings? 

Ms.  Hays.  No,  sir. 

Mr.  Chertoff.  So  you  don't  know  about  this  particular  incident? 

Ms.  Hays.  I  have  never  seen  this  before. 

Mr.  Chertoff.  Obviously,  we  are  going  to  be  hearing  from  Mr. 
Hopkins  in  a  very  short  while.  This  memo,  which  was  prepared 
based  upon  what  you  told  Mr.  Miller  in  1987,  when  it  was  fresh 
in  your  mind — indeed,  it  has  been  several  years  since  then — have 
you  had  occasion  in  the  last  year  to  talk  to  Mr.  Hopkins  about  this 
particular  conversation  you  had  that  was  later  written  down  in  this 
memo? 

Ms.  Hays.  Yes,  I  have. 

Mr.  Chertoff.  When  did  you  talk  to  him  about  it? 

Ms.  Hays.  I  can't  remember  exactly.  It  was  after  the  reporter 
came  to  my  home  with  the  memo  and  I  was  interviewed  for  the 
newspaper  article,  sometime  thereafter,  and  I  can't  say  whether  it 
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was  within  a  few  weeks  or  a  few  months,  I  ran  into  Mr.  Hopkins 
at  lunch  one  day  and  we  discussed  it. 

Mr.  Chertoff.  What  did  he  say  to  you? 

Ms.  Hays.  Well,  first,  we  were  kind  of  talking  to  each  other 
about  how  we  were  getting  tired  of  reporters  and  people  bugging 
us  about  things  that  happened  10  years  ago.  I  said  I  couldn't  re- 
member a  lot  about  it.  All  I  told  him  was  that  it  was  probably  a 
lot  of  posturing  on  your  part,  and  he  said  yes,  that's  right,  that's 
all  it  was. 

Mr.  Chertoff.  Did  he  indicate  that  he  remembered  having  had 
the  conversation  with  you? 

Ms.  Hays.  Sure. 

Mr.  Chertoff.  Did  he  indicate  he  had  seen  this  memo  that  Mr. 
Miller  made  of  the  conversation? 

Ms.  Hays.  He  said  that  the  reporter  had  brought  it  to  his  office 
and  tried  to  make  him  read  it.  I'm  not  certain  that  he  actually  com- 
plied with  the  request. 

Mr.  Chertoff.  Did  he  deny  having  had  the  conversation  with 
you  about  this  matter? 

Ms.  Hays.  No,  sir.  We  talked  about  it. 

Mr.  Chertoff.  So  he  clearly  indicated  at  least  as  of  last  summer 
that  he  had  a  recollection  of  this  conversation? 

Ms.  Hays.  Yes. 

The  CHAIRMAN.  Let  me,  if  I  might,  just  touch  on  one  thing.  There 
comes  a  point  in  time  when  you  say  to  Mr.  Latham  why  are  we 
still  sending  $2,000  a  month  to  the  Rose  Law  Firm;  is  that  right? 

Ms.  Hays.  That's  right. 

The  Chairman.  The  reason  was  because  you  knew  that  the  legal 
work  was  being  done,  was  being  farmed  out  to  others;  right? 

Ms.  Hays.  That  is  correct,  at  least  what  I  was  doing.  Someone 
slse  could  have  been  sending  something  else. 

The  Chairman.  Mr.  Latham  said  to  you  what,  as  best  as  you  can 
recall? 

Ms.  Hays.  It's  Jim's  deal,  don't  question  it. 

The  Chairman.  It's  Jim's  deal,  don't  question  it.  All  right. 

I  want  to  thank  you.  But  I  will  note,  Mr.  Latham  and  others  not- 
withstanding, that  we  have  at  least  public  statements  at  one  point 
in  time  from  Mr.  McDougal  how  this  came  about,  how  the  retainer 
}f  the  Rose  Law  Firm,  and  then  somewhat  ambiguous  testimony  in 
depositions  taken  from  one  of  the  former  Rose  Law  Firm  partners 
:hat  the  work  came  via  another  direction. 

Here  we  have  Mr.  Latham  indicating  to  you  when  he  would  have 
10  reason  to  be  other  than  truthful  to  you  at  the  time,  that  this 
was  Mr.  McDougal's  deal  and  don't  worry  about  it.  I  note  that  is 
/ery  compelling,  very  compelling. 

Senator  Sarbanes. 

Senator  Sarbanes.  I'm  just  curious,  Ms.  Hays.  Did  this  reporter 
ust  appear  at  your  door  with  this  memo? 

Ms.  Hays.  He  called  me  first.  He  is  someone  I  know  personally. 
3e  was  my  Sunday  school  teacher. 

Senator  Sarbanes.  He  is  your  Sunday  school  teacher? 

Ms.  Hays.  He  was  at  the  time,  yes. 

Senator  Sarbanes.  He  called  you  and  said  he  had  this  memo  and 
vanted  to  come  talk  to  you  about  it? 
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Ms.  Hays.  Yes,  sir. 

Senator  Sarbanes.  This  was  in  July? 

Ms.  Hays.  It  was  June  or  July  of  1995. 

Senator  Sarbanes.  This  memo  was  publicly  released  by  the 
House  Committee  on  August  7th  and  provided  then  in  a  public  way 
to  the  media,  and  this  was  well  ahead  of  that  date;  is  that  correct? 

Ms.  Hays.  As  I  remember,  I  think  he  said  the  date  of  the  news- 
paper article  was  the  end  of  July. 

Senator  Sarbanes.  Right. 

Ms.  Hays.  I  was  interviewed  prior  to  that,  and  he  brought  this 
memorandum  with  him. 

Senator  Sarbanes.  Thank  you  very  much. 

Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Let  me  go  to  this  matter,  Ms.  Hays,  that  Mr. 
Chertoff  brought  up  about  your  more  recent  conversation  with  Mr. 
Hopkins.  The  conversation  was  spurred  by  the  fact  that  people 
were  now  questioning  you  from  the  media  about  these  events,  as 
you  say,  10  or  more  years  ago. 

Ms.  Hays.  Not  just  now,  but  had  been  going  on  for  a  couple  of 
years. 

Mr.  Ben-Veniste.  Right.  And  with  respect  to  the  substance  of 
what  he  was  reporting  to  you,  he  said  to  you  that,  in  essence,  that 
he  was  trying  to  get  some  advantage  and  he  had  embellished  or  ex- 
aggerated or  fabricated  some  information  to  try  to  get  some  advan- 
tage at  the  time? 

Ms.  Hays.  I  think  I  sort  of  said  that  and  he  agreed,  yes,  that's 
what  I  was  doing.  I  related  to  him  that's  what  I  told  the  reporter, 
and  as  I  told  you  earlier,  now  that  I'm  a  lawyer,  it  seems  kind  of 
more  apparent  to  me  what  he  might  have  been  doing  at  the  time. 
I  told  Mr.  Hopkins  that,  and  he  agreed. 

Mr.  Ben-Veniste.  And  that,  coupled  with  the  impossibility  of  the 
events  having  occurred  in  the  way  that  he  had  described  them  to 
you  back  in  1987,  leads  you  to  conclude,  as  you  have  testified 
today,  that  indeed  he  was  using  some  trick  or  artifice  to  try  to  get 
some  advantage  in  his  negotiations  on  behalf  of  his  client. 

Ms.  Hays.  That's  right.  I  think  there  could  have  been  a  little  bit 
of  truth  in  some  of  the  things  he  said.  Basically  I  think  what  you 
just  said  is  what  he  was  trying  to  do. 

Mr.  Ben-Veniste.  OK.  Let  me  see  if  I  can  clarify  the  question 
of  the  termination  of  the  Rose  retainer.  Now  testimony  received  be- 
fore this  Committee  from  Ron  Clark  of  the  Rose  Law  Firm  was 
that  the  Rose  retainer  and  the  Rose  representation  was  terminated 
because  the  Rose  Firm  wanted  to  be  able  to  bid  on  FSLIC  work, 
and  in  order  to  do  that,  the  FSLIC  had  some  guidelines  which  pre- 
cluded their  attorneys  from  simultaneously  representing  savings 
and  loans. 

So  the  testimony  was  that  the  law  firm  terminated  the  relation- 
ship with  Madison  Guaranty  Savings  &  Loan  and  indeed  refunded 
the  balance  of  the  retainers  that  it  had  received.  I  think  it  had  re- 
ceived $24,000  and  had  billed  out  something  like  $21,000  up  to 
that  point. 

It  is  also  my  recollection,  from  the  testimony  we  have  received 
here  before,  that  the  determination  by  the  Rose  Law  Firm  to  end 
the  relationship  was  made  prior  to  the  time  Mr.  McDougal  left  the 
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savings  and  loan.  Further,  we  have  the  benefit  of  the  Pillsbury 
Madison  &  Sutro  Report,  adopted  by  the  FDIC  dated  February  25, 
1996,  at  page  137  which  says,  "In  any  event,  apparently  the  return 
of  the  retainer  had  nothing  to  do  with  the  removal  of  Messrs. 
McDougal  and  Latham  by  the  FHLBB." 

Now  does  that  combination  of  events  refresh  your  recollection  in 
any  way  in  terms  just  of  the  chronology  of  what  occurred? 

Ms.  Hays.  I  have  heard  all  that  you  have  said  before,  and  I  don't 
agree  with  it.  My  recollection  of  it  is  that  Madison  asked  to  have 
the  retainer  funds  that  were  at  the  Rose  Firm  returned  to  Madison. 
I  worked  at  the  Rose  Firm  following  Madison,  so  I  have  had  a 
checkered  and  notorious  past,  but  at  any  rate,  I  know  my  recollec- 
tion differs  from  theirs.  I  have  talked  with  Ron  Clark  about  it  and 
others  at  the  firm.  My  recollection  is  that  Madison  asked  to  have 
the  funds  returned. 

Mr.  Ben-Veniste.  You  think  that  that  occurred  after  McDougal 
had  left? 

Ms.  Hays.  Yes,  sir,  after  Mr.  McDougal  left.  I  had  been  told  prior 
to  that  that  it  was  his  deal.  After  he  left,  I  think  I  took  steps  to 
make  sure  his  deal  was  no  longer  going  to  take  place. 

Mr.  Ben-Veniste.  I  don't  think  there  is  any  question  in  terms  of 
who  made  the  decision  to  hire  the  firm.  Mr.  Latham,  and  every- 
body else  that  I  know  of  who  has  testified  about  this,  indicated  that 
the  ultimate  decision  about  which  lawyers  to  hire  was  McDougal's 
and  that  Mr.  McDougal,  in  fact,  made  that  decision.  So,  I  don't 
think  there  is  anything  in  dispute  about  that.  Do  you  want  to  bring 
up  the  issue  of  Mr.  Epes? 

Senator  Sarbanes.  Mr.  Chairman,  Mr.  Epes  is  here  today  and  he 
headed  ADFA  for  a  considerable  period  of  time;  that's  correct,  isn't 
it,  Mr.  Epes? 

Mr.  Epes.  Yes,  sir. 

Senator  Sarbanes.  Now  some  of  the  inquiry  next  week  is  going 
to  get  into  ADFA's  bond  underwriting,  which  Mr.  Epes,  I  take  it, 
was  involved  with  as  the  head  of  ADFA.  Well,  he  is  here,  we  could 
go  ahead  and  ask  him  about  it  now,  or  if  the  Chairman  chooses  not 
to,  then  I  certainly  think  he  ought  to  come  back  and  be  with  us 
when  we  explore  that  question. 

The  Chairman.  I  don't  know  if  he  has  been  asked  to  come  back, 
but  certainly  I  think  that  it  would  be  reasonable  to  have  him  when 
we  are  undertaking  a  review  of  that  aspect.  I  have  no  problem,  no 
difficulty,  and  I  would  hope  that,  Mr.  Epes,  you  would  be  available 
for  us  if  the  Minority  makes  that  requests. 

Senator  Sarbanes.  Are  you  available  next  week? 

Mr.  Epes.  I'm  available  after — I'm  only  available  for  a  portion.  I 
have  a  bond  closing  on  the  30th.  I  leave  town  on  the  2nd.  I  would 
be  available  on  the  1st. 

The  Chairman.  Why  don't  we  attempt  to  work  that  out. 

Senator  Faircloth.  Mr.  Chairman,  I  had  questions  on  that  now. 

The  Chairman.  I  am  not  going  to  preclude  the  Senator  from  rais- 
ing a  question  on  that.  But  before  you  do  I  want  the  record  to  be 
clear  on  something,  because  I  think  it  is  important.  I  have  heard 
more  excuses  for  the  manner  in  which  the  Rose  Law  Firm  was  re- 
tained, and  we  went  through  this  whole  thing  very  carefully,  pains- 
takingly, and  it  just  seems  to  me  that  people  went  out  of  their  way 
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to  almost  recreate  the  manner  in  which  the  business  went  to  the 
Rose  Law  Firm. 

The  fact  of  the  matter  is  that  Jim  McDougal  in  his  public  state- 
ments— they  have  been  published  many  times — indicates  quite 
clearly  that  the  then-Governor  asked  him  to  send  some  business  to 
the  Rose  Law  Firm.  I  don't  see  anything  wrong  in  that. 

But  all  of  a  sudden  for  people  to  make  this  incredible  thing 
where  they  dig  out  this  short-term  partner,  Massey.  Massey  first 
doesn't  believe  he  brings  it  in,  then  he  begins  to  try  to  say,  yes,  I 
did  it  with  Latham.  And  then  we  hear  the  testimony  from  this  wit- 
ness today,  Ms.  Hays,  who  says  when  she  brought  up  the  question 
of  the  retainer,  Latham  said  listen,  this  is  McDougal's  deal. 

I  think  it  is  important,  very  important.  I  think  for  whatever  rea- 
son the  people  went  into  this  huge  subterfuge,  for  the  life  of  me, 
I  don't  understand  what  would  be  so  terrible  if  the  then-Governor 
did  go  and  say  to  his  friend,  by  the  way,  my  wife  is  working  at  this 
law  firm,  she  could  use  some  business. 

But  what  I  do  find  a  very  troubling  aspect  is  why  not  tell  the 
truth  about  it?  Why?  That's  what  creates  problems.  I  have  to  tell 
you  in  my  judgment,  after  having  heard  the  witnesses  before  and 
then  hearing  this  witness  who  has  no  reason  other  than  to  say  this 
is  what  happened,  this  is  what  the  man  said.  She  didn't  make  that 
up.  I  think  a  lot  of  other  people  stretched.  They  went  to  great 
lengths  to  stretch  to  find  out  ways  in  which  the  business  came. 
This  fellow,  he  used  to  take  an  accounting  course  and  he  went  and 
said  to  them  and  that's  how  the  business  came.  That  is  total  non- 
sense. I  mean,  that's  just  total  nonsense.  I  make  that  observation. 
Why  deny  something  that  is  no  big  deal?  I  have  seen  this  repeat- 
edly and  that's  my  observation. 

Senator  Faircloth. 

Senator  Grams.  Mr.  Chairman,  can  I  make  a  comment,  quickly? 

The  Chairman.  Certainly,  Senator  Grams. 

OPENING  COMMENTS  OF  SENATOR  ROD  GRAMS 

Senator  Grams.  I  just  wanted  to  follow  up  on  that,  because  lis- 
tening to  the  testimony,  you  know,  there's  a  lot  of  troubling  aspects 
about  it.  I  just  wanted  to  summarize  some  of  the  issues  I'm  think- 
ing of. 

On  the  issue  of  the  leases,  we  know  the  following  from  the  testi- 
mony that  Mr.  Epes  did  not  want  the  leases  in  the  Madison  build- 
ing. Ms.  Herr  testifies  under  oath  that,  despite  Mr.  Epes'  objec- 
tions, she  was  told  by  Mr.  Mallard  that  the  Madison  lease  would 
go  through  because  of  Governor  Clinton's  friendship  with  Jim 
McDougal. 

Mr.  Mallard,  a  friend  of  Mr.  McDougal,  however  disputes  Ms. 
Herr's  testimony.  And  despite  Mr.  Epes'  appeal  to  Governor  Clin- 
ton and  his  continued  complaints  about  the  adequacy  of  the  space, 
Madison  landed,  not  just  one  lease  agreement  but  three. 

Ms.  Hays  testifies  that  Mr.  Hopkins  told  her  that  money  from 
Madison  went  to  the  Governor's  campaign  in  exchange  for  assur- 
ances from  the  Governor  to  McDougal  that  a  State  agency  would 
lease  space  from  Madison,  and  again  we  look  back,  not  only  one, 
but  three. 
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What  troubles  me  is  the  recurring  pattern  that  we  are  seeing  of 
favors  being  exchanged  between  then-Governor  Clinton  and  Jim 
McDougal,  Bill  Clinton  holding  the  key  of  influence  with  State 
agencies  and  tax  dollars,  Jim  McDougal  holding  the  other  keys  of 
campaign  contributions  and  appointments  and  opportunities  for 
person  financial  gain. 

So  today's  testimony,  Mr.  Chairman,  is  only  one  more  example 
of  this  influence  pedaling  that  occurred  between  the  McDougals 
and  then-Governor  Clinton.  So  I  just  wanted  to  make  those  com- 
ments and  to  go  along  with  what  you  had  said  about  some  of  the 
concerns  that  we  have. 

The  Chairman.  Thank  you,  Senator. 

Senator  Faircloth. 

Senator  Faircloth.  Thank  you,  Mr.  Chairman. 

Mr.  Epes,  there's  been  a  lot  written  about  AD  FA.  The  Rose  Law 
Firm  did  work  for  ADFA? 

Mr.  Epes.  Yes,  sir. 

Senator  Faircloth.  Who  decided  to  hire  the  Rose  Law  Firm? 

Mr.  Epes.  The  Rose  Law  Firm  was  hired  as  bond  counsel  for  the 
Multifamily  Housing  Bond  Program  in  April  1983  by  the  Board  of 
Directors  at  that  time.  At  that  point  it  was  the  Arkansas  Housing 
Development  Agency. 

Senator  Faircloth.  The  Board  of  Directors  decided? 

Mr.  Epes.  Yes,  sir.  I  was  employed  later  that  year,  so  at  that 
point  they  were  already  employed. 

Senator  Faircloth.  Rose  was  there  when  you  got  there? 

Mr.  Epes.  For  that  one  bond  program,  yes,  sir. 

Senator  Faircloth.  But  they  continued  to  do  work? 

Mr.  Epes.  They  were  continuing  on  that  program.  I  don't  recall 
what  other  bond  issues  they  served  as  bond  counsel  for. 

Senator  Faircloth.  But  they  continued  to  be  the  attorney  for 
ADFA? 

Mr.  Epes.  Clearly,  no,  sir,  we  didn't  have  a  general  counsel,  first 
of  all.  Whenever  we  did  a  bond  issue  we  would  have  a  bond  coun- 
sel. Most  of  our  bond  business  was  done  in  the  single-family  hous- 
ing bond  area,  and  there  was  another  firm  that  was  bond  counsel 
for  that  program. 

Senator  Faircloth.  Did  you  have  a  deal  with  the  First  Lady, 
Hillary  Clinton,  or  Webb  Hubbell  when  you  were  at  ADFA? 

Mr.  Epes.  No,  sir. 

Senator  Faircloth.  Did  not.  No  one  from  the  Governor's  office 
ever  suggested  that  the  Rose  Law  Firm  would  be  the  firm  of  choice 
for  ADFA? 

Mr.  Epes.  No,  sir. 

Senator  Faircloth.  Not  to  you? 

Mr.  Epes.  No,  sir.  In  fact,  they  had  done  extensive  business  for 
the  agency  from  1978  forward  when  it  was  first  created. 

Senator  Faircloth.  Was  it  any  of  the  board  members  from 
ADFA  that  suggested  the  hiring  of  the  Rose  Law  Firm?  Do  you 
know  whether  they  ever  raised  any  money  for  Clinton's  campaign 
or  not? 

Mr.  Epes.  I  don't  know 

Senator  Faircloth.  Do  you  know  or  have  you  ever  heard  that 
they  did? 
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Mr.  Epes.  It  wouldn't  surprise  me  if  they  did. 

Senator  Faircloth.  But 

Mr.  Epes.  I  don't  know  specifically,  I  can't  tell  you. 

Senator  Faircloth.  Mr.  Epes,  Dan  Lasater's  company  received 
13  bond  underwriting  contracts  from  ADFA  which  netted  his  com- 
pany something  like  $1,600,000  in  fees.  It's  a  pretty  small  oper- 
ation. Would  you  say  that  that  amount  of  work  was  very  high  in 
comparison  to  the  size  of  his  company? 

Mr.  Epes.  No,  sir. 

Senator  Faircloth.  You  would  not? 

Mr.  Epes.  In  fact,  the  13  bond  issues  you  are  referring  to,  Dan 
Lasater's  company  was  merely  a  co-manager  of  those  financings.  In 
each  of  them,  there  were  somewhere  in  the  range  of  four  to  six, 
maybe  as  many  as  seven  different  investment  banking  firms  in- 
volved in  those  transactions.  They  were  not  the  firm  that  put  the 
bond  deals  together.  They  were  not  the  ones  that  did  the  structur- 
ing of  the  bond  issues.  They  were  allowed  to  sell  some  of  the  bonds 
that  were  involved  in  those  bond  issues. 

Senator  Faircloth.  Who  decided  whether  Lasater's  firm  should 
be  chosen  or  not? 

Mr.  Epes.  They  were  selected  in  the  spring  of  1983  for  co-man- 
ager status. 

Senator  FAIRCLOTH.  By  whom? 

Mr.  Epes.  By  the  Board  of  Directors  of  the  Arkansas  Housing  De- 
velopment Agency. 

Senator  FAIRCLOTH.  Did  anybody  from  the  Governor's  office  ever 
talk  to  you  about  Lasater  or  Lasater  getting  work  from  ADFA? 

Mr.  EPES.  No,  sir.  When  I  started  there  in  September  1983 

Senator  Faircloth.  He  was  already  on? 

Mr.  Epes.  He  was  already  on,  yes,  sir. 

Senator  FAIRCLOTH.  We've  heard  a  lot  about  a  man  named  Larry 
Nickels.  He  worked  with  your  firm,  with  ADFA? 

Mr.  Epes.  I  hired  him  in  May  1988  and  I  fired  him  in  September 
1988. 

Senator  Faircloth.  Would  you  tell  me  why? 

Mr.  Epes.  He's  a  pathological  liar. 

Senator  Faircloth.  That's  adequate  reason. 

[Laughter.] 

Do  you  have  any  knowledge  that  any  of  the  profits  from  ADFA 
ever  came  under  control  of  the  Governor  or  the  Governor's  office? 

Mr.  EPES.  No,  sir,  they  never  did.  Our  funds  were  held  almost — 
almost  all  of  the  funds  were  held  by  trustees,  each  bond  issue  had 
a  separate  trustee  that  held  those  funds.  We  had  general  funds  of 
the  agency  that  probably  represented  a  very  small  percentage  of  all 
of  the  funds  controlled  by  the  agency. 

On  an  annual  basis,  we  had  an  audit — our  financial  statements 
were  audited  by  nationally  recognized  auditing  firms,  and  those  au- 
dits were  published.  They  had  to  ascertain  that  these  funds  were 
handled  according  to  the  way  that  the  bond  issues  were  structured 
that  set  that  out,  and  that  the  funds  that  we  had  in  our  general 
fund  were  to  have  been  administered  according  to  State  law. 

Senator  Faircloth.  Mr.  Chairman,  I  have  no  further  questions. 

The  Chairman.  Senator  Sarbanes,  if  you  have 

Senator  Sarbanes.  I  just  have  two  observations,  Mr.  Chairman. 
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The  Chairman.  Sure. 

Senator  Sarbanes.  First,  I  gather  from  our  previous  discussion 
that  Mr.  Epes  will  return  on  the  1st  and  participate  in  that  panel. 

The  Chairman.  Yes,  we  will  have  that  arranged  so  that  we  will 
attempt  to  make  it  a  relevant  day  for  Mr.  Epes  to  appear,  and  if 
that  works  with  his  schedule. 

Mr.  Epes.  Yes,  I  appreciate  you  accommodating  that  day  for  me. 

The  Chairman.  Sure,  absolutely. 

Senator,  do  you  have  another  observation? 

Senator  Sarbanes.  I  listened  to  Senator  Grams  with  great  care, 
as  I  always  do,  and  I  simply  want  to  say  for  the  record  that  I  don't 
think  many  of  the  assertions  he  made  in  his  statement  were  really 
supported  by  the  testimony  of  the  witnesses  here  today.  In  fact, 
Ms.  Hays,  just  to  be  very  specific,  all  that  material  in  the  memo, 
you  don't  know  any  of  that  firsthand.  It  is  based  on  a  report  from 
you  of  a  conversation  that  you  had  with  Hopkins? 

Ms.  Hays.  That's  correct. 

Senator  Sarbanes.  You  don't  know  the  truth  or  falsity  of  any  of 
that,  you  just  relayed  what  Hopkins  said? 

Ms.  Hays.  That's  correct. 

Senator  Sarbanes.  But  in  the  statement  that  I  heard,  it  was 
really  attributed  to  you  and  I  don't  think  that's 

Ms.  Hays.  That's  not  true.  This  is  just  a  memo  that  recollects 
what  Greg  Hopkins  told  me. 

Senator  SARBANES.  That's  not  fair  to  you. 

Senator  Grams.  Mr.  Sarbanes 

Senator  Sarbanes.  Also  on  the  award  of  the  contract,  Mr.  Mal- 
lard, I  take  it  certainly  a  reason  you  gave  was  this  policy  of  trying 
to  help  upgrade  a  neighborhood,  what  Ms.  Herr  referred  to  as  an 
unwritten  policy  of  the  agency;  is  that  correct? 

Mr.  Mallard.  Right.  It  was  a  policy  of  the  State  Building  Serv- 
ices to  go  downtown  any  time  that  we  could  with  a  lease. 

Senator  Sarbanes.  Thank  you. 

Senator  Grams.  Mr.  Chairman,  I  just  wanted  to  clarify,  I  did  see 
in  my  notes  here  that  Ms.  Hays  testified  that  Mr.  Hopkins  told  her 
that  the  money  from  Madison  went  to  the  Governor's  campaign.  I 
didn't  say  that  she  had  said  it. 

Senator  Sarbanes.  Then  I  stand  corrected.  I  listened  at  the  time 
and  I  didn't  catch  the  reference  to  Mr.  Hopkins,  so  if  that's  the 
case,  I  apologize  to  my  colleague.  I  thought  it  was  being  put  as  her 
statement  and  I  want  to  be  very  clear,  it  was  not  her  statement. 

The  Chairman.  Let  me 

Senator  Sarbanes.  Of  course,  we  do  have  the  fact  that  the  chro- 
nology again  a  point,  and  I'm  not  sure  if  the  Senator  was  here  at 
the  time,  that  the  lease  was  a  year  before  the  fundraiser.  The  fund- 
raiser was  not  before  the  lease,  but  we'll  develop  that  point  in  our 
interpretation. 

The  Chairman.  We  are  now  doing  our  summations. 

Senator  Sarbanes.  That's  right,  I  agree. 

The  Chairman.  Which  will  all  appear  on  June  17th  in  our  report, 
but  I  have  to  make  an  observation  with  respect  to  the  witnesses 
and  their  testimony.  We  are  deeply  appreciative  of  your  appearance 
and  the  cooperation  you  have  given. 
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Mr.  Mallard,  when  you  say  that  you  don't  remember  and  then 
you  go  even  further — and  I'll  paraphrase  your  testimony — that  it 
didn't  take  place,  I  just  have  to  tell  you  something.  What  you  have 
done,  I  think,  in  terms  of  that  testimony,  is  just  not  acceptable.  I 
mean,  it's  wrong.  It's  not  right.  It's  not  the  right  thing. 

You  put  Ms.  Herr  in  a  position  where  you  would  actually  say 
that  she  has  for  some  reason  created  this.  I  think  she's  testified  to 
the  best  of  her  ability.  She  has  given  some  testimony  that  was  to- 
tally supportive,  for  example,  of  the  gas  station  that  is  still  there 
and  is  used  as  a  revenue  thing.  I  mean,  she's  told  it  the  way  it  is 
and  the  way  it  happened.  This  is  very  troubling.  For  the  life  of  me, 
I  don't  understand  why.  It's  not  credible,  at  least  to  this  Senator. 

Now  somebody  else  may  choose  to  interpret  it  in  a  different  way, 
but  I  want  to  tell  you  something.  You  ask  most  reasonable  people 
and  you're  going  to  find,  I  believe,  that  your  testimony  as  it  relates 
to  the  fact  that  you  did  indicate  that,  you  know,  the  Governor 
wanted  this  in  sum  and  substance  to  Ms.  Herr,  she  wouldn't  try 
to  make  that  up.  She  just  wouldn't  do  that.  She's  testified  truth- 
fully, and  I  want  to  commend  her.  It's  not  easy.  All  we  are  trying 
to  do  is  get  the  facts  here. 

Ms.  Hays,  I  want  to  commend  you.  I  think  that  you  testified  in 
a  straightforward  way  and  the  best  you  could.  And  we  appreciate 
it  when  people  are  candid  with  us.  But  I  just  want  you  to  know, 
Mr.  Mallard,  that's  my  observation. 

Senator  Sarbanes.  Mr.  Chairman,  I  would  like  to  be  heard  on 
that. 

The  Chairman.  Again,  Ms.  Herr  has  no  reason  to  make  this  up. 
I'm  sure  she  didn't  find  it  pleasant  and  I'm  sure  she  didn't  relish 
coming  here  and  putting  this  out  as  she  had.  So  I  just  think  that 
it's  a  very  troubling  thing  to  this  Senator  to  find  that  first  you 
would  say  you  have  no  recollection  and  then  you  went  even  one 
step  further  and  say  it  didn't  happen.  That's  a  terrible  thing.  It's 
not  right.  I  just  share  that. 

Go  ahead,  Senator. 

Senator  Sarbanes.  Mr.  Chairman,  I  think  the  fact  that  two  wit- 
nesses have  differing  recollections  ought  not  then  to  be  escalated 
into  an  assertion  that  one  is  accusing  the  other  of  lying.  In  fact, 
Mr.  Mallard  was  pressed  very  hard  by  the  questioning  that  came 
from  that  side  on  this  issue,  and  he  tried,  I  thought,  to  respond  as 
best  he  could  under  the  circumstances,  but  I  don't  think  that  the 
fact  that  he  recalls  it  differently  from  Ms.  Herr  represents  that  he 
was  asserting  that  she  was  lying  or  vice  versa,  for  that  matter,  and 
I  just  think  the  record  ought  to  show  that. 

The  Chairman.  I  just  say  if  one  looks  at  the  deposition  here, 
Mike  O'Callaghan,  he  spoke  to  Ms.  Herr,  pages  141  to  146,  he  says: 

Question:  When  you  brought  the  objections  from  Mr.  Epes  to  Mr.  Mallard's  atten- 
tion, you  mentioned  earlier  that  again,  the  sentiment  was  expressed  that  the  Gov- 
ernor's office  wanted  to  lease  that  space;  is  that  right? 

Answer:  Yes. 

Question:  And  there  was  mention  that  the  McDougals  and  Clintons  were  friends; 
is  that  right? 

Answer:  Yes. 

Question:  And  that  Mr.  Mallard  was  friends  with  the  McDougals? 

Answer:  Yes. 


2287 

Question:  OK.  And  with  regard  to  Mr.  Mallard  and  yours  and  Mrs.  McDougal's 
meeting,  was  that  a  first  attempt  by  Madison  to  make  a  bid  on  getting  the  leasing 
contract?  Would  you  say  that  was  the  first  attempt? 

Answer:  Yes. 

Mr.  Mallard,  you  knew  Mrs.  McDougal,  didn't  you? 

Mr.  Mallard.  I  knew  Mr.  McDougal  very  well,  yes. 

The  Chairman.  What  about  Mrs.  McDougal? 

Mr.  Mallard.  I  got  acquainted  with  her  sometime  in  1983. 

The  Chairman.  She  came  to  see  you  on  this? 

Mr.  Mallard.  Sure  she  did,  yes. 

The  Chairman.  I  have  no  further  questions.  I  want  to  thank  the 
witnesses.  We  stand  in  recess  until  2:00  p.m.  Thanks  particularly 
to  Ms.  Hays  and  Ms.  Herr.  We  thank  you  all. 

[Whereupon,  at  12:41  p.m.,  the  hearing  was  recessed,  to  be  recon- 
vened at  2:00  p.m.  this  same  day.] 
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AFTERNOON  SESSION 

The  Chairman.  Could  I  ask  you  all  to  stand  for  the  purposes  of 
taking  the  oath. 

[Witnesses  sworn.] 

The  Chairman.  I'll  ask  all  of  the  witnesses,  we'll  start  with  Mr. 
Peacock  and  then  work  on  over. 

Mr.  Peacock,  do  you  have  a  statement  that  you  would  like  to  give 
to  the  Committee  before  we  start?  Anything  you  would  like  to  say? 

SWORN  TESTIMONY  OF  CHARLES  J.  PEACOCK 

FORMER  MEMBER,  BOARD  OF  DIRECTORS 

MADISON  GUARANTY  SAVINGS  &  LOAN 

Mr.  Peacock.  Yes,  sir.  This  Committee  has  messed  me  up  for 
about  2  months'  working.  I  work  as  a  consultant,  and  I  am  a  con- 
tractor. You  folks  would  call  me  and  say  we  want  you  Monday  or 
we  want  you  Tuesday  and  then  Tuesday  call  up  and  say  we  want 
you  Wednesday,  and  then  you  call  up,  no,  we're  going  to  put  it  off 
until  next  week.  And  I  really  personally  think  Bill  Clinton  ought 
to  give  you  a  big  hug  because  you  sure  helped  him  out  in  our  coun- 
try and  the  country  where  I  travel  at,  as  a  working  man. 

The  Chairman.  Thank  you  very  much,  Mr.  Peacock,  for  your  ob- 
servation. 

Mr.  Hopkins. 

SWORN  TESTIMONY  OF  GREGORY  M.  HOPKINS 
THE  HOPKINS  LAW  FIRM 

Mr.  HOPKINS.  I  am  here  to  take  the  Committee's  questions,  your 
Honor. 
The  Chairman.  Mr.  Miller. 

SWORN  TESTIMONY  OF  LANCE  RANDELL  MILLER,  PARTNER 
MITCHELL,  WILLIAMS,  SELIG,  GATES  &  WOODYARD 

Mr.  Miller.  No  comment. 

The  Chairman.  Would  you  like  to  move  over  there? 

Mr.  Miller.  Are  you  having  trouble  hearing  me? 

The  Chairman.  Why  don't  you  move  your  chair  over  a  little 
more.  That's  it.  So  you  can — and  pull  that  up  in  front  of  you. 

Mr.  Miller.  What  are  we  trying  to  accomplish  here? 

The  Chairman.  Mr.  Miller,  I  would  like  you  to  just  pull  the 
microphone  up  in  front  of  you  so  that  we  can — that's  what  we  are 
trying  to  accomplish,  that's  all. 

Mr.  Miller.  OK.  I  was  not  understanding  what  you  wanted  me 
to  do. 

The  Chairman.  Mr.  Giuffra. 

Mr.  Giuffra.  Thank  you,  Mr.  Chairman. 

Good  afternoon,  panel. 

Mr.  Miller,  I  would  like  to  begin  with  you,  sir,  if  I  might.  Now, 
you're  a  member  of  the  Mitchell,  Williams'  law  firm  in  Little  Rock; 
correct? 

Mr.  Miller.  That's  correct,  Mitchell,  Williams,  Selig,  Gates  & 
Woodyard. 

Mr.  Giuffra.  And  you  began  representing  Madison  Guaranty  in 
the  late  1980's;  is  that  correct? 

Mr.  Miller.  The  firm 
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Mr.  Giuffra.  You  personally. 

Mr.  Miller.  I  was  a  member  of  the  firm,  so  the  representation 
would  be  the  firm's  representation,  and  I  would  be  doing  the  work. 
Best  I  can  recall,  my  involvement  started  in  late  1986. 

Mr.  Giuffra.  You  were  a  collection  lawyer  for  Madison  Guar- 
anty? 

Mr.  Miller.  That's  correct. 

Mr.  Giuffra.  Meaning  that  you  were  foreclosing  on  bad  debts 
and  unpaid  loans  for  Madison? 

Mr.  Miller.  That's  correct,  foreclosing  and  repossessing;  foreclos- 
ing would  apply  to  real  estate,  repossession  of  personal  property. 

Mr.  Giuffra.  Now  in  late  1986,  your  primary  contact  at  Madison 
was  someone  by  the  name  of  Patricia  Heritage  and  now  Hays? 

Mr.  Miller.  That's  correct,  Pat  Hays. 

Mr.  Giuffra.  She  was  a  workout  officer  at  Madison  Guaranty? 

Mr.  Miller.  That's  correct. 

Mr.  Giuffra.  You  would  agree  Ms.  Hays  has  a  good  reputation 
for  honesty?  She's  been  honest  with  you  in  her  dealings? 

Mr.  Miller.  As  far  as  I  know,  in  all  my  dealings,  yes,  sir. 

Mr.  Giuffra.  She's  not  someone  who  would  ordinarily  make  up 
false  allegations? 

Mr.  Miller.  No,  sir,  I  wouldn't  say  that. 

Mr.  Giuffra.  Do  you  recall  working  on  a  matter  for  Madison  in- 
volving the  Peacock  brothers? 

Mr.  Miller.  Yes,  sir. 

Mr.  Giuffra.  If  we  could  put  up  on  the  Elmo  the  document  that 
I  have  marked  as  No.  1,  which  is  the  April  21,  1987,  handwritten 
conference  memo  that  you  prepared.  Do  you  recall  preparing  this 
document? 

Mr.  Miller.  This  is  my  document,  yes. 

Mr.  Giuffra.  Do  you  recall  preparing  it  on  April  21,  1987? 

Mr.  Miller.  Yes,  I  prepared  this  document  on  April  21,  1987. 

Mr.  Giuffra.  And  this  is  notes  of  a  telephone  conference  you  had 
with  Ms.  Heritage;  right? 

Mr.  Miller.  That's  correct. 

Mr.  Giuffra.  And  the  time  is  2:05  p.m.;  correct? 

Mr.  Miller.  Correct. 

Mr.  Giuffra.  Your  best  recollection  is  that  Ms.  Heritage  Hays 
called  you;  correct? 

Mr.  Miller.  Yes,  to  my  best  recollection,  she  called  me. 

Mr.  Giuffra.  She  was  reporting  on  a  conversation  that  she  had 
with  Mr.  Hopkins,  who  is  sitting  to  your  right? 

Mr.  Miller.  That's  what  she  told  me,  yes. 

Mr.  Giuffra.  He  was  a  lawyer  for  the  Peacock  brothers? 

Mr.  Miller.  I  think  the  official  corporate  entity  was  something — 
was  something  like  I  don't  remember,  Peacock  Brothers,  Inc.  doing 
business  as  something.  There  was  an  official  corporate  entity  that 
had  filed  Chapter  11,  yes. 

Mr.  Giuffra.  You  knew  Mr.  Hopkins;  correct? 

Mr.  Miller.  That's  correct. 

Mr.  Giuffra.  You  had  been  litigating  with  Mr.  Hopkins  on  the 
bankruptcy  court? 

Mr.  Miller.  On  other  cases  as  well  as  this  case,  yes. 
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Mr.  Giuffra.  On  April  8th,  which  would  be  about  2  weeks  before 
the  conversation  that  Ms.  Hays  was  reporting  on,  you  had  obtained 
the  dismissal  of  Peacock's  Chapter  1 1  proceeding  with  prejudice? 

Mr.  Miller.  We  had  filed — on  behalf  of  Madison,  we  had  filed  a 
motion  to  dismiss  or  to  convert.  My  recollection  is  that  the  judge 
gave  the  debtor  the  opportunity  to  either  convert  to  a  Chapter  7 
or  dismiss  with  prejudice.  The  debtor  as  I  recall  chose  to  have  their 
Chapter  11  dismissed  with  prejudice,  but  yes,  it  was  ultimately  dis- 
missed. 

Mr.  Giuffra.  Your  recollection  would  be  Mr.  Hopkins  was  not 
happy  about  the  result  of  what  the  judge's  order  had  done? 

Mr.  Miller.  My  recollection  is  he  was  not  happy. 

Mr.  Giuffra.  Why  would  he  not  have  been  happy? 

Mr.  Miller.  He  felt  like  he  needed  to  stay  in  Chapter  11  for  an 
opportunity  to  reorganize  the  debtor  and  that  opportunity  had  been 
taken  away  from  him. 

Mr.  Giuffra.  You  could  now  go  after  the  debtor's  assets;  correct? 

Mr.  Miller.  In  State  court,  correct.  There  was  no  automatic  stay 
in  place. 

Mr.  Giuffra.  Ms.  Heritage  called  you  right  after  she  got  off  the 
phone  with  Mr.  Hopkins;  is  that  right? 

Mr.  Miller.  To  the  best  of  my  recollection,  yes,  sir. 

Mr.  Giuffra.  Did  she  indicate  any  state  of  surprise  or  shock  that 
Hopkins  had  called  her? 

Mr.  Miller.  My  impression  was  yeah,  she  was  kind  of  shocked 
that  he  had  called  her  directly. 

Mr.  Giuffra.  That  was  because  she  was  a  represented  party? 

Mr.  Miller.  That's  correct.  She  was  the  client. 

Mr.  Giuffra.  And  you  should  typically  contact  lawyer  to  lawyer? 

Mr.  Miller.  That's  correct. 

Mr.  Giuffra.  Now  if  we  could  just  turn  to  your  notes  which  we 
have  up  on  the  screen,  I  just  want  to  direct  your  attention  to  what 
is  in  yellow.  Let  me  just  read  the  first  thing  I  have  marked  in. 
"Dixie  loan  went  to  Clinton  campaign,  signed  lease  to  State."  Do 
you  recall  writing  that  down? 

Mr.  Miller.  Yes,  sir,  I  did  write  this  down. 

Mr.  Giuffra.  What  was  Ms.  Heritage  relating  to  you  when  she 
said,  "Dixie  loan  went  to  Clinton  campaign,  signed  lease  to  State"? 

Mr.  Miller.  As  reflected  in  the  next  document,  No.  2,  that  goes 
into  a  little  more  detail,  adds  to  my  recollection  of  it,  but  it  was 
an  allegation  that  there  was  a  loan  made  from  Madison  to  Dixie 
Continental  Leasing  and  that  part  of  those  loan  proceeds  went  to 
the  Clinton  campaign  and  as  a  result  of  that  campaign  contribu- 
tion, the  State  had  signed  a  lease  from  a  McDougal  or  a  Madison- 
related  entity. 

Mr.  Giuffra.  Mr.  Peacock,  if  I  could  ask  you  a  quick  question, 
you  were  the  President  of  Dixie  Continental  back  at  that  time? 

Mr.  Peacock.  Right. 

Mr.  Giuffra.  That  was  your  company? 

Mr.  Peacock.  That's  right. 

Mr.  Giuffra.  The  next  line  in  the  memo,  Mr.  Miller  is,  "Alot  of 
people  going  to  prison!!"  What  was  Ms.  Hays  trying  to  indicate  to 
you  by  that  statement? 


2291 

Mr.  Miller.  That  was  a  statement  Mr.  Hopkins  allegedly  made 
to  Ms.  Hays  that  as  a  result  of  the  Dixie  Continental  Leasing 
transaction  and  the  State  corresponding  lease,  was  such  a  trans- 
action that  it  would  ultimately  result  in  people  going  to  prison. 

Mr.  GlUFFRA.  So  it  would  be  this  transaction  whereby  a  Dixie 
loan  went  to  the  Clinton  campaign  in  exchange  for  State  leases? 

Mr.  Miller.  That  was  the  allegation  as  reported  to  me,  and  I 
wrote  it  down. 

Mr.  GlUFFRA.  Now  below  that  there's  a  reference,  "Greg  going  to 
get  out!!  Too  dirty."  What  was  the  reference  meaning  there? 

Mr.  Miller.  Again,  with  the  transaction  noted  above  and  all  of 
these  things,  my  recollection  is  the  allegations  were  going  to  be  so 
outstanding  that  Greg  was  stating  to  Ms.  Heritage  allegedly  that 
he  was  not  sure  if  he  even  wanted  to  stay  in  as  counsel  for  the  Pea- 
cocks, that  it  may  get  too  dirty  and  he  was  considering  resigning 
as  the  attorney  of  record. 

Mr.  Giuffra.  Now  down  at  the  bottom  of  your  notes  it  says, 
"McDougal  told  Peacock  that  JGT  and  McDougal  would  take  care 
of  Peacock."  What  was  Ms.  Heritage  Hays  relating  by  that  state- 
ment to  you? 

Mr.  Miller.  That  was  about  the  fifth  or  sixth  excuse  or  reason 
why  that  maybe  Madison  should  back  off  in  this  foreclosure  pro- 
ceeding, is  my  perception  of  the  allegations  being  made,  but  that 
was  simply  a  statement  Mr.  Hopkins  allegedly  made  to  Ms.  Hays, 
was  that  Peacock  was  saying  that  JGT  stands  for  Jim  Guy  Tucker. 

Mr.  GlUFFRA.  And  he  was  your  partner  at  the  law  firm;  correct? 

Mr.  Miller.  He  was  a  partner  and  I  was  an  associate;  but  yes, 
we  were  members  of  the  same  firm,  that  there  somewhere  was  al- 
leged to  be  a  promise  that  Jim  Guy  and  McDougal  would  take  care 
of  Peacock.  That  was  simply  the  statement  made  and  I  wrote  it 
down. 

Mr.  Giuffra.  After  this  conversation  with  Ms.  Hays,  you  went 
and  spoke  to  Jim  Guy  Tucker  at  the  firm? 

Mr.  Miller.  There  was  an  intervening  discussion  with  another 
member  of  my  firm  by  the  name  of  Tim  Grooms,  then  Mr.  Grooms 
and  I  went  and  discussed  these  allegations  with  Mr.  Tucker,  is  that 
correct. 

Mr.  Giuffra.  Now  in  April  1987,  were  you  aware  that  Jim  Guy 
Tucker  was  a  friend  of  Mr.  McDougal? 

Mr.  Miller.  I  was  not  then  and  am  not  today. 

Mr.  Giuffra.  At  the  suggestion  of  Mr.  Tucker,  did  you  draft  a 
memo  to  John  Selig? 

Mr.  Miller.  John  Selig,  yes,  sir. 

Mr.  Giuffra.  He  was  another  senior  partner  at  your  firm? 

Mr.  Miller.  That's  correct. 

Mr.  Giuffra.  And  that  memo,  which  we  will  turn  to,  document 
No.  2  in  your  packet,  that's  dated  April  23,  1987.  Do  you  recall 
when  you  dictated  this  memo  or  prepared  the  memo? 

Mr.  Miller.  It's  my  recollection  that  I  would  have  dictated  this 
memo  on  the  21st  contemporaneous  with  the  phone  call,  imme- 
diately following  the  phone  call  and  my  meeting  with  Jim  Guy.  It 
would  have  taken  my  secretary  some  time  to  type  it,  get  it  back 
to  me  in  draft  form.  I  would  have  made  any  revisions  and  then  it 
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would  have  been  finalized  on  April  23rd,  so  it  all  occurred  the  21st, 
22nd  and  23rd. 

Mr.  GlUFFRA.  Why  did  Mr.  Tucker  want  you  to  write  this  memo 
to  Mr.  Selig? 

Mr.  Miller.  As  stated  in  the  memo,  he  said  if  there's  any  doubt, 
if  somebody  is  making  allegations,  put  it  down  in  writing  and  pass 
it  on  to  John  Selig. 

Mr.  GlUFFRA.  Now  this  memo  is  an  accurate  transcription  of 
what  Ms.  Hays  told  you  on  the  21st;  correct? 

Mr.  Miller.  To  the  best  of  my  knowledge  and  recollection,  yes, 
the  actual  phone  minutes  are  my  abbreviated  version  of  what  was 
said.  The  memo  puts  a  little  more  meat  on  that  skeleton  and 
fleshes  out  what  we  talked  about,  yes,  sir. 

Mr.  GlUFFRA.  And  you  viewed  yourself  in  preparing  this  memo 
as  acting  as  sort  of  a  stenographer? 

Mr.  Miller.  That's  correct. 

Mr.  GlUFFRA.  Let's  turn  to  what  is  actually  listed  as  page  3  of 
the  memo  but  is  in  actuality  page  2  of  the  memo,  the  next  page. 
If  I  could  direct  your  attention  to  the  second  full  paragraph,  and 
I'll  just  read  it  into  the  record  and  then  we'll  discuss  it. 

Mr.  Hopkins  stated  that  a  portion  of  the  loan  proceeds  made  to  Dixie  Continental 
Leasing  went  to  Bill  Clinton's  campaign  and  that  in  return  for  the  substantial  cam- 
paign contribution,  Bill  Clinton  assured  Jim  McDougal  that  a  State  agency  would 
lease  space  from  Madison  at  its  headquarters  on  Main  Street  in  Little  Rock. 

Did  you  consider  this  to  be  a  serious  allegation? 

Mr.  Miller.  I  don't  know  how  you  would  define  "serious,"  but 
yes,  it  was  serious  enough  that  I  felt  it  needed  to  be  addressed. 

Mr.  GlUFFRA.  Did  Mr.  Tucker  ask  you  to  tell  anyone  outside  of 
the  law  firm  of  Hopkins'  allegations  via  Ms.  Heritage  Hays? 

Mr.  Miller.  No,  as  stated  in  the  memo,  he  asked  me  to  prepare 
this  to  John  Selig. 

Mr.  GlUFFRA.  Do  you  know  whether  Mr.  Tucker  took  any  steps 
to  investigate  Mr.  Hopkins'  allegations? 

Mr.  Miller.  No,  sir. 

Mr.  GlUFFRA.  Do  you  know  whether  anyone  else  at  your  firm 
took  any  steps  to  investigate  Mr.  Hopkins'  allegations? 

Mr.  Miller.  No,  sir. 

Mr.  Giuffra.  Did  you  contact  Mr.  Hopkins  and  ask  him  about 
the  allegations? 

Mr.  Miller.  No,  sir. 

Mr.  GlUFFRA.  Mr.  Hopkins,  if  I  could  put  some  questions  to  you, 
sir,  you're  a  specialist  in  bankruptcy  law? 

Mr.  Hopkins.  Among  other  things,  yes,  sir. 

Mr.  GlUFFRA.  Bankruptcy  litigation. 

Mr.  Hopkins.  Yes,  sir. 

Mr.  GlUFFRA.  During  the  1980's,  you  represented  Mr.  Peacock  on 
a  number  of  matters? 

Mr.  Hopkins.  Yes,  along  with  certain  of  his  related  entities. 

Mr.  GlUFFRA.  And  back  in 

The  Chairman.  That  moves.  You  can  actually  pull  it  right  up. 

Mr.  Hopkins.  Is  that  better? 

The  Chairman.  Yes. 

Mr.  Giuffra.  Back  in  1987,  Madison  Guaranty  sued  Mr.  Peacock 
and  various  entities  that  he  owned  or  controlled  with  regard  to  the 
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nonpayment  of  certain  loans  that  those  entities  and  Mr.  Peacock 
had  taken  out? 

Mr.  Hopkins.  That's  my  recollection. 

Mr.  GlUFFRA.  You  know  Ms.  Pat  Heritage  Hays;  right? 

Mr.  Hopkins.  Yes. 

Mr.  GlUFFRA.  You  consider  her  to  be  a  truthful  person? 

Mr.  Hopkins.  Yes. 

Mr.  GlUFFRA.  No  reason  that  she  would  make  up  a  conversation 
that  she  would  have  with  you? 

Mr.  Hopkins.  No. 

Mr.  GlUFFRA.  You  know  Mr.  Miller;  correct? 

Mr.  Hopkins.  Yes. 

Mr.  GlUFFRA.  You  believe  him  to  be  a  truthful  person  as  well? 

Mr.  Hopkins.  Oh,  sure. 

Mr.  GlUFFRA.  Now  let's  put  up,  which  is  on  the  screen  actually, 
look  at  the  memo  that  Mr.  Miller  prepared.  Now,  you've  reviewed 
this  memo  before? 

Mr.  Hopkins.  The  first  time  I  saw  this  memo 

Mr.  GlUFFRA.  The  April  23  memo. 

Mr.  Hopkins.  Document  2  in  the  packet,  Counsel? 

Mr.  GlUFFRA.  Correct. 

Mr.  Hopkins.  The  first  time  I  saw  the  memo  was  when  my  depo- 
sition was  taken  by  the  Counsel  for  this  Committee,  oh,  a  month 
or  two  ago. 

Mr.  GlUFFRA.  In  your  deposition  you  testified  that  you  had,  "No 
specific  recollection  of  a  conversation  with  Ms.  Heritage  Hays"? 

Mr.  Hopkins.  That's  correct. 

Mr.  Giuffra.  And  as  you  sit  here  today,  do  you  have  any  sort 
of  recollection  of  the  conversation,  general,  specific? 

Mr.  Hopkins.  No.  And  after  being  here  this  morning,  I  must  say 
that  my  recollection  of  that  is  even  fuzzier  because  I  heard — I  did 
happen  to  hear  part  of  Ms.  Hays'  testimony  this  morning.  She  tes- 
tified there  was  a  face-to-face  meeting.  This  afternoon  I  hear  that 
there  was — my  conversation  with  her  was  by  telephone.  I  don't 
know  whether  there  was  a  meeting,  a  telephone  call,  a  conversa- 
tion or  not.  I  have  no  specific  recollection  and  nothing  has  helped 
clear  that  up  since  my  deposition. 

Mr.  GlUFFRA.  Do  you  have  a  general  recollection,  a  vague  recol- 
lection? 

Mr.  Hopkins.  No. 

Mr.  GlUFFRA.  Would  you  be  surprised  if  you  had  this  conversa- 
tion with  Ms.  Heritage  Hays? 

Mr.  Hopkins.  This  conversation,  I  probably  would.  Would  I  be 
surprised  that  I  had  a  conversation  about  this  subject  matter,  prob- 
ably not. 

Mr.  GlUFFRA.  Do  you  recall  testifying  at  your  deposition  at  page 
113  that  you  wouldn't — about  51  percent  probability  that  you  had 
the  conversation? 

Mr.  Hopkins.  I  have  not  seen  my  deposition,  but  that's  probably 
a  fair  statement. 

Mr.  GlUFFRA.  So  more  likely  than  not,  you  had  the  conversation? 

Mr.  Hopkins.  I  had  a  conversation.  Whether  it  was  this  specific 
conversation  with  these  statements,  I  couldn't  tell  you.  I  would  say 
probably  not.  Whether  I  had  a  conversation,  I  would  say  probably. 
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Mr.  GlUFFRA.  Let  me  direct  your  attention  to  July  and  August 
of  1995,  so  that's  less  than  a  year  ago.  Did  you  ever  speak  with 
someone  by  the  name  of  Bill  Simmons  of  Associated  Press? 

Mr.  HOPKINS.  Other  than  to  tell  him  to  remove  himself  from  my 
premises  and  to  quit  calling  my  office,  no. 

Mr.  GlUFFRA.  Now  at  about  the  same  time  period,  did  you  ever 
speak  with  Ms.  Heritage  Hays? 

Mr.  Hopkins.  About  anything  or 

Mr.  GlUFFRA.  About  anything.  Do  you  recall  running  into  Ms. 
Heritage  Hays  at  a  restaurant  where  you  both  were  having  lunch? 

Mr.  HOPKINS.  Sometime  within  the  last  year  I  do. 

Mr.  Giuffra.  Did  you  ever  discuss  anything  having  to  do  with 
the  subject  matters  that  you  are  here  today  about  with  Ms.  Herit- 
age Hays  during  that  lunch  meeting?  It  wasn't  a  meeting,  but  you 
both  were  having  lunch  in  the  same  establishment. 

Mr.  Hopkins.  As  I  recall,  the  only  time  I  have  seen  Pat  in  the 
last  year  was  in  one  of  the  restaurants  near  the  downtown  area, 
a  fairly  popular  lunch  place. 

Mr.  GlUFFRA.  Do  you  recall  the  name  of  it? 

Mr.  Hopkins.  If  my  memory  is  correct  I  think  it  was  the  Dixie 
Cafe.  I  am  not  positive,  but  it  was  one  of  the  ones  on  the  res- 
taurant row  area. 

Mr.  Giuffra.  What  happened  when  you  met  with  Ms.  Hays? 

Mr.  Hopkins.  It  was  maybe  one  of  these  15-second  conversations 
you  have  where  you  run  into  someone  you  know  that  shares  a  com- 
mon burden.  This  was  sometime  after  the  article  came  out.  I  re- 
member perhaps 

Mr.  Giuffra.  This  would  be  the  AP  article? 

Mr.  Hopkins.  Yes.  "Jeez,  the  reporters  are  at  it  again.  I  wish 
they  would  leave  us  alone.  I  don't  talk  to  them."  That  was  about 
it.  Maybe  some  vague  recollection  that  she  says,  "Jeez,  I  hope  I 
didn't  say  anything  to  cause  you  any  problems."  I  remember  saying 
to  her,  much  as  we  conversed  after  the  break  this  morning,  that 
don't  worry  about  this.  It's  no  big  deal.  It's  no  big  deal.  And  that 
was  about  the  whole  substance  of  the  conversation. 

Mr.  Giuffra.  Did  you  read  the  AP  article? 

Mr.  Hopkins.  Yes. 

Mr.  GlUFFRA.  Do  you  recall  in  the  AP  article  the  fact  that  it  said 
that  you  had  a  conversation  with  Ms.  Hays? 

Mr.  Hopkins.  Yes. 

Mr.  Giuffra.  Did  you  discuss  with  Ms.  Hays  in  any  way  the  fact 
that  the  AP  article  said  that  you  and  Ms.  Hays  had  had  a  con- 
versation? 

Mr.  Hopkins.  Not  that  I  recall.  I  mean,  like  I  say,  it  was  one  of 
these  passing-in-the-day  conversations  occurring  while  one  of  us 
was  waiting  to  pay,  the  other  one  was  in  line. 

Mr.  GlUFFRA.  That's  a  pretty  critical  fact,  whether  you  had  a  con- 
versation with  Ms.  Hays  or  you  didn't.  I  mean,  that  was  what  the 
article  was  about,  this  particular  conversation.  Did  you  and  Ms. 
Hays,  when  you  met  with  her  within  the  last  year,  discuss  whether 
or  not  the  conversation  did  or  didn't  occur? 

Mr.  Hopkins.  No,  not  that  I  recall. 

Mr.  Giuffra.  So  your  testimony  is  that  during  the  conversation 
with  Ms.  Hays  while  you  were  having  lunch,  there  was  no  conver- 
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sation  about  the  fact  that  you  had  had  this  conversation  back  in 
1987?  Is  that  your  testimony? 

Mr.  Hopkins.  That's  my  recollection,  yes,  sir. 

Mr.  GlUFFRA.  Now  this  morning,  Ms.  Hays  said  that  she  had  this 
conversation  with  you  at  the  Dixie  Cafe  and  that  during  this  con- 
versation at  the  Dixie  Cafe,  you  indicated  to  her  that  yes,  the  con- 
versation had  occurred  back  in  1987,  so  you  still  believe  that  you 
didn't  have  this  conversation  back  in  1995? 

Mr.  Hopkins.  I  stand  by  what  I  said.  It  was  too  short  a  conversa- 
tion. Maybe  she  assumed  from  my  statements  to  her  that  it  was 
no  big  deal,  don't  worry  about  it,  that  I  meant  more  by  that  than 
what  I  meant  by  it,  but  it  was  a  very  short  conversation.  I  mean, 
Mr.  Fox,  my  counsel  here,  was  along  with  me  for  lunch.  It  was  the 
kind  of  thing  you  would  have  when  you  run  into  someone  in  the 
hall,  run  into  someone  out  like  that.  I  don't  recall  it  being  an  ex- 
tended discussion,  oh  jeez,  I  said  so-and-so,  and  now  I  remember 
it  and — no. 

Mr.  Giuffra.  Was  there  any  discussion  of  the  fact  that  according 
to  the  AP  story,  you  had  had  a  conversation  back  in  1987  with  Ms. 
Heritage  Hays? 

Mr.  Hopkins.  No,  sir,  not  that  I  recall. 

Mr.  GlUFFRA.  Let  me  direct  your  attention  to  page  2  of  the  April 
23,  1987  memo. 

Mr.  Hopkins.  Is  this  the  page  that's  numbered  3  but  actually 

Mr.  GlUFFRA.  Yes,  but  it's  actually  page  2.  You've  read  the  whole 
memo;  correct? 

Mr.  Hopkins.  Yes. 

Mr.  Giuffra.  Let  me  just  direct  your  attention  to  the  sentence: 

Mr.  Hopkins  stated  that  a  portion  of  the  loan  proceeds  made  to  Dixie  Continental 
Leasing  went  to  Bill  Clinton's  campaign  and  that  in  return  for  the  substantial  cam- 
paign contribution,  Bill  Clinton  assured  Jim  McDougal  that  a  State  agency  would 
lease  space  from  Madison  at  its  headquarters  on  Main  Street  in  Little  Rock. 

Now,  you  would  agree  that  that  would  be  a  serious  allegation, 
correct,  the  allegation  that's  attributed  to  you  in  this  memo  pre- 
pared by  Mr.  Miller?  It  would  be  a  serious  allegation  to  assert  that 
the  Governor  agreed  to  lease  office  space  to  a  particular  individual 
in  exchange  for  a  campaign  contribution? 

Mr.  Hopkins.  I  guess  I  would  have  a  problem  with  the  term  "se- 
rious." Yes,  it  is  a  substantial  allegation  if  you  will  permit 

Mr.  Giuffra.  It's  not  the  kind  of  statement  that  someone  would 
make  up;  correct? 

Mr.  Hopkins.  I'm  sorry? 

Mr.  Giuffra.  It's  not  the  kind  of  statement  that  someone  would 
make  up,  that  Ms.  Hays  would  make  up? 

Mr.  Hopkins.  I  can't  answer  that  for  her.  It  would  be  speculation 
on  my  part. 

Mr.  Giuffra.  Based  on  your  experience  with  Ms.  Hays,  it's  not 
the  kind  of  statement  that  Ms.  Hays  would  make  up? 

Mr.  Hopkins.  Once  again,  that  would  be  speculation  on  my  part. 
It  is  the  kind  of  thing  that  I  would  expect  someone  to  treat  with 
the  proper  amount  of  deference. 

The  Chairman.  Mr.  Hopkins,  Ms.  Hays  says  that  you  made  this 
statement  to  her.  Did  you  make  the  statement  to  her? 
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Mr.  Hopkins.  Mr.  Chairman,  I  have  no  specific  recollection  on 
that  issue.  That  does  not  sound  like  the  way  I  would  phrase  my 
words. 

The  Chairman.  Were  you  aware  of  the  loan? 

Mr.  Hopkins.  I'm  sorry,  the  Dixie  Continental  loan? 

The  Chairman.  Yes. 

Mr.  Hopkins.  Probably  through  conversations  with  my  client  at 
that  point  in  time. 

The  Chairman.  Were  you  aware  of  the  contributions  that  your 
client  had  made? 

Mr.  Hopkins.  Could  I  have  just  one  moment  here? 

The  Chairman.  Certainly. 

Mr.  Hopkins.  My  problem  here  is  this — anything  I  know  about 
any  of  these  allegations  for  the  most  part  would  have  come  and 
probably  exclusively  at  this  point  in  time  would  have  come  from 
Mr.  Peacock.  There  is  a  question  as  to  attorney-client  privilege  and 
without 

The  Chairman.  Mr.  Hopkins,  I'm  not  asking  you  to  reveal  attor- 
ney-client privilege.  You  have  here  Ms.  Hays  who  says  that  you 
called  her.  You  waived  any  privilege  as  it  relates  to  a  conversation 
that  you  have  with  another  party  who  is  not  a  lawyer  when  you 
say  look,  there  was  this  loan  made,  there  were  leases  that  were 
made  as  a  result  of  this,  there  were  campaign  contributions,  and 
this  is  going  to  be  big  trouble. 

You  have  read  this  memo.  This  memo  you  heard  about  the  first 
time  last  year,  you  run  into  this  woman  and  you  say  don't  worry 
about  it,  et  cetera.  How  was  it  that  you  were  in  the  position  to  tell 
her  about  this,  about  the  contributions?  Did  you  learn  that  the  con- 
tribution back  in  the  1980's  was  made?  This  conversation  with  her 
took  place  sometime  in  1987?  This  memo  was  in  1987.  So  were  you 
aware  that  a  contribution  by  Mr.  Peacock  had  been  made? 

Mr.  Hopkins.  Senator,  if  I  was  aware  of  that  fact,  it  was  because 
Mr.  Peacock  told  me. 

The  Chairman.  OK. 

Mr.  Hopkins.  It's  not  the  kind  of  thing  I  would  have  made  up 
out  of  thin  air. 

The  Chairman.  Let  me  say  this  to  you.  You  did  have  a  conversa- 
tion basically  as  it  related  to  this  entire  situation  that  you  were  an- 
noyed about  and  that  your  client  was  angered  about;  is  that  true? 

Mr.  Hopkins.  I  cannot  say  that  is  true.  I  cannot  say  that  it  is 
not  true.  I  have  no  specific  recollection  that  we  had  a  conversation 
where  we  discussed  these  issues  or  that  I  said  this.  It  could  have 
happened  a  different  way. 

The  Chairman.  Well,  I  am  not  going  to  follow  that  premise  in 
terms  of  a  different  way.  "Dixie  loan  went  to  Clinton  campaign, 
signed  lease  to  State,  alot  of  people  going  to  prison!!  Whole  deal 
was  just  to  get  billing  out!!"  Did  you  talk  about  this?  I  mean,  did 
she  just  make  this  up? 

Mr.  Hopkins.  Senator,  I  cannot  tell  you  for  sure.  All  I  can  tell 
you  is  that 

The  Chairman.  When  you  say  you  can't  tell  me  for  sure,  do  you 
mean  that  you  have  a  general  recollection  of  a  conversation  about 
this  with — what's  that  young  lady's  name? 

Mr.  Hopkins.  Ms.  Heritage  Hays. 
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The  Chairman.  At  the  time,  did  you  have  a  general  conversation 
with  Ms.  Heritage  Hays  about  this? 

Mr.  Hopkins.  I  guess  what  gives  me  the  problem,  is  that  I  do  not 
recall  a  conversation  that  occurred  as  I  have  answered  to  Counsel. 
You  know,  there  is  a  possibility,  maybe  even  a  probability  that 
there  was  a  conversation,  whether  it  was  telephonic  or  in  person, 
and  how  things  were  talked  about,  I  don't  know.  I  don't  know 
whether  these  were  things  that  we  were  going  to  investigate  in  the 
litigation  or  not. 

The  Chairman.  It  says,  "Mr.  Hopkins  informed  Ms.  Heritage 
that  one  of  the  loans  made  by  Madison  to  Dixie  Continental  Leas- 
ing," and  you  were  representing  them  now  in  this  litigation;  right? 
Dixie? 

Mr.  Hopkins.  That's  my  recollection,  sir. 

The  Chairman.  "Upon  which  Marcy  Taylor  had  undertaken  fore- 
closure proceedings,  also  involved  fraudulent  transactions.  Mr. 
Hopkins  stated  that  a  portion  of  the  loan  proceeds  made  to  Dixie 
Continental  Leasing  went  to  Bill  Clinton's  campaign."  Now  if  you 
made  that  statement,  that  is  not  a  statement  that  you  would  forget 
very  easily,  is  it?  That's  a  rather  serious  statement,  isn't  it? 

Mr.  Hopkins.  In  the  type  of  practice — well,  yes,  sir,  it  is.  I  don't 
mean  to  avoid  your  questions.  It  is  a  serious  allegation. 

The  Chairman.  So  isn't  it  the  kind  of  thing  you  would  recall? 

Mr.  Hopkins.  In  the  type  of  practice  I  deal  with,  these  type  alle- 
gations and  actually  these  type  situations  appear  more  often  than 
you  might  presume.  There  are  many  types  of  fraud  or  many  types 
of  wrongdoing  that  can 

The  Chairman.  Did  you  hear  when  Ms.  Heritage  testified  today? 

Mr.  Hopkins.  I  heard  portions  of  it. 

The  CHAIRMAN.  Have  you  ever  gone  over  any  of  her  testimony, 
any  of  her  depositions,  have  you  been  shown  any? 

Mr.  Hopkins.  No,  sir. 

The  CHAIRMAN.  Have  you  been  told  about  what  she's  said? 

Mr.  Hopkins.  No,  sir. 

The  Chairman.  Would  you  get  out  those  depositions  so  that  you 
could  share  with  Mr.  Hopkins,  please,  what  she  has  said  as  it  re- 
lates to  this  conversation.  I  have  to  tell  you,  you  see,  here  you  have 
someone  who  eventually  becomes  a  lawyer,  Ms.  Heritage,  and  was 
somewhat  taken  aback  by  the  manner  in  which — because  you  were 
obviously  disturbed  on  behalf  of  your  client,  make  these  statements 
to  the  effect  that  people  are  going  to  go  to  jail.  She  relates  this  to 
Mr.  Miller  and  Mr.  Miller  relates  this  to  his  senior  partner.  They 
think  it  is  sufficiently  important  that  he  then  transcribes  his  notes 
in  which  he  has  related  this  from  Ms.  Heritage  to  a  fuller  memo- 
randum. I  have  to  tell  you,  this  is  not  the  everyday  kind  of  situa- 
tion. You're  talking  about  an  allegation  as  it  relates  to  the  then- 
Governor  of  the  State  which  you  made — I  have  no  doubt  that  you 
made  it — to  this  young  woman  who  is  representing  Madison  Bank. 

Mr.  Giuffra.  Mr.  Hopkins,  in  representing  clients,  you  obviously 
try  to  stay  within  the  bounds  of  the  Canon  of  Ethics;  right? 

Mr.  Hopkins.  Yes,  sir. 

Mr.  Giuffra.  You  are  aware  of  the  Canon  of  Ethics  which  says 
that  you  can't  make  a  knowingly  false  statement  to  advance  your 
client's  interest;  right? 
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Mr.  Hopkins.  Yes,  sir. 

Mr.  GlUFFRA.  Mr.  Peacock,  let  me  ask  you  several  questions,  spe- 
cifically about  this  particular  incident.  Have  you  ever  said  anything 
to  anyone  about  a  portion  of  loan  proceeds  that  you  received  or 
Dixie  Continental  received  going  to  a  Clinton  campaign? 

Mr.  Peacock.  No,  sir. 

Mr.  GlUFFRA.  Are  you  certain  that  you  have  never  said  that  to 
anyone? 

Mr.  Peacock.  No,  sir. 

Mr.  GlUFFRA.  So  you  don't  know  one  way  or  the  other;  right? 

Mr.  Peacock.  I  said  I  have  not  said  that  to  anyone  right  there. 

Mr.  GlUFFRA.  You're  100  percent  sure  that  you've  never  said  it? 

Mr.  Peacock.  I'm  100  percent  sure. 

Mr.  GlUFFRA.  You're  certain  you  never  said  anything  to  Mr.  Hop- 
kins about  loan  proceeds  going  to  the  Clinton  campaign? 

Mr.  Peacock.  No,  sir. 

Mr.  Giuffra.  You  mean  you  did  or  you  didn't? 

Mr.  Peacock.  I  didn't  say  anything  to  him. 

Mr.  Giuffra.  Now  do  you  have  any  knowledge  about  Mr.  Clinton  « 
assuring  Mr.  McDougal  that  a  State  agency  would  lease  Madison 
space  from  him? 

Mr.  Peacock.  No,  sir,  I  wasn't  privy  to  that  kind  of  information 
I  worked  on  the  job  out  there,  clearing  up  Maple  Creek  and  the 
other  jobs,  running  dozers  and  doing  that  type  of  work. 

Mr.  GlUFFRA.  Did  you  do  any  renovation  work  on  the  Madison 
building? 

Mr.  Peacock.  I  did. 

Mr.  GlUFFRA.  That's  the  main  office  that  Madison  Guaranty  had. 

Mr.  Peacock.  No,  I  did  not  work  on  that  one. 

Mr.  Giuffra.  Which  building  did  you  work  on? 

Mr.  Peacock.  I  worked  on  one  down  at  the  corner  of  the  street 
there  that  they  call  the  old  whorehouse.  It  was  a  Senate  residential 
area  back  in  the  1940's  or  something  like  that,  and  they  had  made 
it  into  an  apartment  complex. 

Mr.  Giuffra.  You  have  known  Mr.  McDougal  for  about  15  to  20 
years? 

Mr.  Peacock.  Yes,  sir. 

Mr.  Giuffra.  You  were  a  Director  of  Madison? 

Mr.  Peacock.  Yes,  sir. 

Mr.  Giuffra.  And  you  were  involved  in  land  development  with 
Mr.  McDougal;  correct? 

Mr.  Peacock.  Right. 

Mr.  Giuffra.  Did  you  ever  work  on  the  Castle  Grande  project? 

Mr.  Peacock.  Sir? 

Mr.  Giuffra.  The  Castle  Grande  project,  did  you  ever  do  any 
work  on  that  project? 

Mr.  Peacock.  Yes,  sir. 

Mr.  Giuffra.  Did  you  know  that  project  as  Castle  Grande? 

Mr.  Peacock.  Did  I  know  it  as  Castle  Grande?  Yes,  sir. 

Mr.  Giuffra.  That  was  the  name  of  the  project? 

Mr.  Peacock.  Right. 

Mr.  Giuffra.  Was  it  called  IDC  as  far  as  you  knew? 

Mr.  Peacock.  No. 
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Mr.  GlUFFRA.  Do  you  recall  the  dismissal  of  your  Chapter  11 
bankruptcy  proceeding  in  April  1987? 

Mr.  Peacock.  Do  I  recall  what? 

Mr.  GlUFFRA.  Do  you  recall  the  dismissal  of  that  proceeding? 

Mr.  Peacock.  No,  sir.  This  bankruptcy  you  are  referring  to  was 
my  son's  business,  not  mine. 

Mr.  GlUFFRA.  Do  you  recall  that  happening? 

Mr.  Peacock.  Do  I  recall  what? 

Mr.  GlUFFRA.  The  dismissal  of  the  proceeding. 

Mr.  Peacock.  I  don't  remember. 

Mr.  GlUFFRA.  This  is  a  good  place  to  stop. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

The  Chairman.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Thank  you,  Mr.  Chairman. 

Let's  start,  if  we  would,  with  the  central  issue  here,  which  is  Mr. 
Hopkins,  do  you  have  any  knowledge  from  any  source  that  there 
was  an  understanding  with  respect  to  a  campaign  contribution 
made  by  Mr.  Peacock  in  1985,  and  that  as  a  result  of  that,  there 
would  be  deference  paid  or  leases  entered  into  between  the  State 
of  Arkansas  and  Madison  Savings  &  Loan  or  any  entity  associated 
with  it? 

Mr.  Hopkins.  Counsel,  as  we  sit  here  today,  I  recall  nothing,  no 
evidence  or  anything  that  I  have  had  access  to  on  that. 

Mr.  Ben-Veniste.  All  right. 

Mr.  Hopkins.  At  this  point. 

Mr.  Ben-Veniste.  I  do  not  know  that  anybody  has  asked  this 
question,  but  it  would  seem  to  be  the  relevant  question,  and  that 
is  whether  there's  any  basis  behind  what  has  appeared  here  or 
been  leaked  previously  as  a  memo  reflecting  a  conversation  be- 
tween you  and  the  representative  of  the  Madison  Bank  in  1987. 
OK?  So  the  question  is,  in  1987  or  up  until  this  moment,  do  you 
have  any  evidence  to  suggest  that  there  was  a  deal  entered  into  be- 
tween a  fundraiser  held  in  1985  and  the  awarding  of  any  lease  con- 
tract to  Madison  Guaranty  Savings  &  Loan? 

Mr.  Hopkins.  Counsel,  at  this  point  based  on  what  I  have  seen, 
the  general  memory  I  do  have,  I  would  have  to  say  that  at  the  time 
this  litigation  was  ongoing,  and  based  on  what  Ms.  Heritage  said, 
I  probably  had  suspicions,  and  my  statements  to  her  which  she 
may  have  heard  as  assertions  of  fact  were  probably  made  that  this 
litigation  is  newly  filed,  we  will  be  investigating  all  of  these  things 
and  if  we  can  prove  these  things,  they  are  very  serious  allegations. 
At  that  point,  that  may  give  Mr.  Peacock  a  defense. 

Mr.  Ben-Veniste.  Well,  now  I  think  we  are  getting  somewhere, 
Mr.  Hopkins.  In  fact,  it  was  your  intention  not  to  let  things  rest 
where  they  rested  after  your  Chapter  11  proceeding  was  dismissed 
with  prejudice;  is  that  correct? 

Mr.  Hopkins.  Basically,  but  could  I  correct  one  thing?  The  Chap- 
ter 11  really  was  a  very  small  part  of  this.  It  involved  a  corporate 
party,  and  that  bankruptcy  had  no  effect  on  the  other  litigation 
that  was  ongoing.  Its  stay  action  didn't  stay. 

The  thing  that  as  I  recall  had  gurgled  this  thing  to  the  top  was 
the  other  litigation  that  had  been  recently  filed,  but  your  statement 
is  correct.  We  were  in  the  initial  discussion  stages,  and  my  assump- 
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tion  is  these  statements  were  made  more  in  you  may  want  to  be 
prepared  to  answer  these  questions  in  discovery  because  we  have 
some  reason  for  these  suspicions.  I  can  assume  that's  the  way  it 
happened  because  that  would  be  more  consistent  with  the  way  I 
handle  cases  than  just  making  these  serious  statements. 

Mr.  Ben-Veniste.  Mr.  Hopkins,  you  did  not  view  the  dismissal  ; 
of  your  Chapter  11  proceeding  as  a  positive  development  in  your 
representation  of  the  Peacock  interests;  correct? 

Mr.  Hopkins.  That's  correct. 

Mr.  Ben-Veniste.  And  you  were  upset  because  there  were  state- 
ments or  allegations  made  in  the  course  of  the  bankruptcy  proceed- 
ing that  were  personal  to  you  and  you  didn't  like  them;  correct? 

Mr.  Hopkins.  I  don't  remember  specifically  what  the  friction  was 
there  but 

Mr.  Ben-Veniste.  Wasn't  there  some  friction  over  your  legal  fees  ' 
as  to  whether  they  had  been  paid  shortly  before  the  filing  of  the 
Chapter  11? 

Mr.  Hopkins.  I  don't  remember  one  way  or  another.  All  I  do  re- 
member is  that  there  was  friction  ongoing  at  that  point. 

Mr.  Ben-Veniste.  There  was  a  lot  of  friction,  and  you  regarded 
the  proceeding  as  getting  very  dirty,  didn't  you? 

Mr.  Hopkins.  Yes,  sir. 

Mr.  Ben-Veniste.  And  you  were  thinking  about  withdrawing 
from  it  because  of  the  friction  involved  in  the  proceeding;  correct' 

Mr.  Hopkins.  I  don't  specifically  remember  that.  That  would  be 
consistent  with  what  was  ongoing  at  the  time,  my  general  memorj 
of  what  was  ongoing. 

Mr.  Ben-Veniste.  So  it  is  consistent  with  your  general  memor}  : 
that  you  had  suffered  a  reversal  in  the  sense  of  the  bankruptcy  ', 
being  dismissed,  that  allegations  had  been  made  of  a  personal  na  '. 
ture,  that  you  took  issue  and  umbrage  with  those  allegations,  thai  '. 
you  thought  the  proceeding  was  getting  very  dirty. 

And  now  what  you're  telling  us  is  you  approached  the  opposing 
party  and  you  said  look,  things  are  getting  very  dirty,  I  may  gel 
out  of  this  myself,  but  you  ought  to  back  up,  take  a  deep  breath 
because  we're  not  finished  yet,  there's  some  things  you  ought  tc 
know  about,  and  you  began  to  weave  out  this  possible  scenario  thai 
may  have  had  some  basis  in  truth  but  certainly  did  not  support  ar 
allegation  of  a  quid  pro  quo.  Isn't  that  so? 

Mr.  Hopkins.  My  specific  recollection  of  what  happened  at  thai 
time  is  not  clear.  It  has  been  9  years,  but  that  is  generally  consist- 
ent with  my  recollection  of  what  was  ongoing  at  the  time. 

Mr.  Ben-Veniste.  You  knew  that  there  had  been  a  fundraiser  in  \ 
the  bank  at  some  point? 

Mr.  Hopkins.  I  had  heard  that  from  someone. 

Mr.  Ben-Veniste.  You  knew  that  Madison  was  now  the  head- 
quarters of  the  housing  authority,  as  of  1987? 

Mr.  Hopkins.  I  don't  know  whether  I  knew  that  or  not. 

Mr.  Ben-Veniste.  Well,  did  you  not  know  that  Madison  space 
had  been  leased  out  to  a  State  agency,  whether  you  knew  which 
agency  it  was? 

Mr.  Hopkins.  That  is  probably  a  more  correct  statement.  The 
specific  agency  I  may  or  may  not  have  known. 
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Mr.  Ben-Veniste.  Now  the  statement  that  is  reflected  in  the 
memo  prepared  by  Mr.  Miller  following  his  conversation  with  Ms. 
Heritage  was  that  you  stated  that  a  portion  of  the  loan  proceeds 
made  to  Dixie  Continental  Leasing  went  to  Bill  Clinton's  campaign 
and  that  in  return  for  the  substantial  contribution,  Bill  Clinton  as- 
sured Jim  McDougal  that  a  State  agency  would  lease  space  from 
Madison  at  its  headquarters  on  Main  Street  in  Little  Rock.  That's 
the  statement  that  has  been  recorded. 

You  knew  there  had  been  a  fundraiser,  you  knew  that  a  State 
agency  was  in  the  headquarters  on  Main  Street,  and  in  making  an 
allegation  where  you  wanted  to  put  the  other  side  on  the  defensive, 
you  put  those  two  facts  together  and  made  an  allegation,  according 
to  what  Ms.  Heritage  told  Mr.  Miller,  that  there  was  some  kind  of 
a  quid  pro  quo,  but  the  fact  is  you  had  no  such  evidence  of  any  quid 
pro  quo,  isn't  that  so? 

Mr.  Hopkins.  As  we  sit  here  today,  I  think  that's  a  fair  state- 
ment of  the  situation. 

Mr.  Ben-Veniste.  There  could  not  have  been  any  quid  pro  quo 
because  we  know  as  we  sit  here  now,  having  investigated  this  mat- 
ter, that  the  fundraiser  in  question  happened  a  year  after  Madison 
Guaranty  Savings  &  Loan  was  leased  out  to  the  housing  authority. 

Now  when  you  say,  Mr.  Hopkins,  that  in  this  type  of  litigation 
there  are  these  type  of  allegations  made  on  a  more  frequent  basis 
than  we  would  expect,  are  you  suggesting  that  each  side  exagger- 
ates their  position  in  order  to  try  to  get  some  tactical  advantage? 

Mr.  Hopkins.  I  guess  I  take  issue  with  the  term  "exaggerate."  I 
think  a  more  appropriate  term  would  be  that  each  side  rattles  their 
saber  and  says  we  will  investigate  all  of  these  allegations,  and  in 
the  course  of  preparation  for  trial,  many  allegations  and  many 
theories  turn  out  to  be  dead  ends,  to  do  your  job  properly  as  a  com- 
mercial trial  lawyer,  you  have  to  run  down  10  ends,  all  of  which 
may  be  dead,  and  this  is 

Mr.  Ben-Veniste.  But  before  you  run  down  those  dead  ends, 
what  you  do  is  rattle  your  saber  or  posture  or  take  a  position  where 
you  claim  to  know  information  that  in  fact  you  may  hope  to  develop 
but  certainly  have  no  basis  for  swearing  to.  Is  that  fair  to  say? 

Mr.  Hopkins.  I  don't  even  think  you  have  to  get  to  the  point  that 
you  claim  to  know  information,  but  rather  you  are  going  to  be  seek- 
ing information  on  a  topic.  And  a  lot  of  times  when  you  say  that, 
the  other  side,  for  whatever  reason,  may  assume  that  that  evidence 
will  come  to  light. 

Mr.  Ben-Veniste.  Let  me  ask,  Mr.  Peacock,  whether  you  have 
testified  prior  to  today  consistently  with  the  position  you  have 
taken  before  this  Committee  in  depositions  that  you  had  no  knowl- 
edge of  any  quid  pro  quo  between  the  fundraiser  of  1985  and  any 
lease  commitments  made  by  the  State? 

Mr.  Peacock.  I  made  no  case  of  that.  That  fundraiser,  my  con- 
tribution was  for  a  selfish  reason  right  there. 

Mr.  Ben-Veniste.  What  was  your  selfish  reason? 

Mr.  Peacock.  All  right.  My  manager,  Dene  Landrum,  was  inter- 
ested in  helping  a  lady  that  he  knew  who  had  some  children  that 
wanted  to  get  in  line  for  some  scholarships,  and  I  believe  our  Gov- 
ernor in  Arkansas,  regardless  of  who  he  is,  has  about  16  or  18  that 
he  can  give  away,  if  the  people  have  the  right  scholastics. 
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The  other  position  I  take  is  I  made  a  $3,000  contribution  in  my 
son's  name,  he  was  in  law  school.  And  I  felt  that,  after  I  talked  to 
Maurice  Smith,  that  there  would  be  no  one  in  the  State  of  Arkan- 
sas that  could  help  a  young  man  out  of  law  school  any  better  than 
a  Governor  could.  (j 

Usually  when  I  make  a  contribution  to  a  Governor  or  Senator  or 
anyone  else  right  there,  and  I  have  done  it  all  my  life  to  a  point, 
or  helped  fry  fish  or  whatever,  you  expect  a  little  something  back 
somewhere.  i 

I  talked  to  the  State  Highway  Commissioner — and  incidentally 
right  now,  I'm  not  going  to  say  that  this  is  the  reason,  but  we  do  « 
have  a  four-lane  highway  running  right  by  the  farm,  right  there,  t 
that  probably  very  likely  may  have  not  been  for  another  10  years; 
it  was  in  the  program,  but  I  felt  like  it  may  have  possibly  got  ■ 
stepped  up  a  little  bit.  But  it  certainly  wasn't  a  deal  to  get  any-  i 
thing  out  of  Clinton  personally. 

Mr.  Ben-Veniste.  Have  you  testified  to  this  before  the  Independ- 
ent Counsel?  ft 

Mr.  Peacock.  Yes,  I  have.  :n 

Mr.  Ben-Veniste.  Did  you  testify  under  a  grant  of  immunity? 

Mr.  Peacock.  The  question,  sir?  w 

Mr.  Ben-Veniste.  Did  you  testify  under  a  grant  of  immunity  or    \1 
did  you  testify  without  immunity?  Mr.  Peacock,  do  you  know  what 
immunity  is?  :e 

Mr.  Peacock.  Well,  sir,  I  am  not  an  attorney.  I  am  just  a  dumb    di 
farmer.  But in 

Mr.  Ben-Veniste.  Immunity  might  be  a  very  good  thing  to  have 
under  circumstances  like  this,  but  you  have  no  recollection  of  testi-    I 
fying  under  immunity? 

Mr.  Peacock.  I  do  not. 

Mr.  Ben-Veniste.  Well,  you  have  not  been  prosecuted,  as  I  un- 
derstand it? 

Mr.  Peacock.  I  have  not. 

Mr.  Ben-Veniste.  Either  for  any  violation  of  the  laws  concerning 
bribery  or  of  perjury  as  I  understand  it;  is  that  correct? 

Mr.  Peacock.  I  have  not. 

Mr.  Ben-Veniste.  Have  you  been  advised  that  you  are  to  be 
prosecuted? 

Mr.  Peacock.  I  have  not. 

Mr.  Ben-Veniste.  Now  with  respect  to  the  allegations  or  the 
statements  that  are  made  in  your  memo,  Mr.  Miller,  I  would  like 
to  clarify  one  thing  which  went  by  pretty  fast  when  Mr.  Giuffra 
was  questioning  you.  And  that  is  with  respect  to  the  statement  on 
the  first  page  of  the  memorandum  that  said,  "Mr.  Hopkins  went  on 
to  explain  that  there  was  substantial  wrongdoing  regarding  the 
prior  administration  of  Madison,  that  several  people  were  'going  to 
go  to  prison.' "  Do  you  see  where  I  am  there? 

Mr.  Miller.  Yes,  sir. 

Mr.  Ben-Veniste.  And  with  respect  to  Ms.  Heritage  Hays'  inter- 
pretation of  that  part  of  the  conversation  that  she  had  with  Mr. 
Hopkins,  she  said  that  the  reference  to  people  going  to  jail  had  to 
do — and  I  quote  from  page  109  of  her  deposition  testimony  of  Feb- 
ruary 23rd  of  this  year,  in  response  to  the  question  of: 
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Question:  Could  you  be  precise  as  to  which  people  you  thought  Mr.  Hopkins  was 
referring  to? 

Answer:  Jim  McDougal,  Susan  McDougal,  one  or  more  of  the  Henley  brothers, 
John  Latham.  That's  essentially  it. 

Question:  Those  people  were  Madison  insiders? 

Answer:  Yes. 

Question:  You  didn't  believe  that  she  was  referring  to  Mr. — to  Governor  Clinton, 
did  you? 

Answer:  No,  not  at  all. 

Now  did  you  have  any  reason  to  believe  that  in  transmitting  this 
information  to  you,  that  Ms.  Heritage  was  suggesting  at  this  part 
of  the  conversation  that  anyone  other  than  the  Madison  insiders 
were,  according  to  Mr.  Hopkins,  going  to  get  into  serious  difficulty 
and  go  to  prison? 

Mr.  Miller.  That's  correct.  The  only  understanding  I  had  would 
have  been  the  Madison  administration.  No  reference  to  Mr.  Clinton 
whatsoever. 

Mr.  Ben-Veniste.  And  indeed,  subsequent  to  this  memorandum 
of  April  23,  1987,  Mr.  McDougal,  Mrs.  McDougal,  and  one  of  the 
Henleys — do  you  recall  who?  One  of  the  Henleys  was  prosecuted; 
that  is  Mr.  McDougal's  brother-in-law,  I  believe.  Or  both  of  them 
were?  Both  of  them  were.  So  was  that  essentially  the  group  that 
was  being  discussed  for  mismanaging  and  worse  in  connection  with 
Madison? 

Mr.  Miller.  My  recollection,  and  it  is  based  upon  my  phone 
records  and  this  memo,  was  that  all  Pat  said  to  me  was  a  lot  of 
people  are  going  to  go  to  prison.  She  did  not  identify  any  individ- 
uals that  may  have  been  referred  to. 

Mr.  Ben-Veniste.  Would  you  accept  her  interpretation  of  that  as 
I  have  read  it  to  you  from  her  deposition? 

Mr.  Miller.  Yes,  sir.  I  would  have  no  reason  to  disagree  with 
her  interpretation. 

Mr.  Ben-Veniste.  Let  me  ask  you  a  question,  Mr.  Peacock.  You 
were  asked  about  whether  you  did  some  work  for  Castle  Grande. 
Castle  Grande  that  you  did  work  for  was  a  trailer  park,  was  it  not? 

Mr.  PEACOCK.  This  was  where  we  were  putting  in  double-wides, 
and  my  job  there  was  to  clear  the  property  to  put  the  double-wides 
in  and  build  the  roads  into  them  from  the  highway. 

Mr.  Ben-Veniste.  So  the  double-wide  you're  referring  to  is  some 
sort  of  a  dwelling? 

Mr.  Peacock.  These  were  manufactured  homes  that  come  in  and 
they're  usually  in  two  pieces. 

Mr.  Ben-Veniste.  And  that  was  the  portion  of  this  property  that 
you  knew  as  Castle  Grande,  this  development  of  the  double-wide 
trailer  homes? 

Mr.  Peacock.  That's  correct. 

Mr.  Ben-Veniste.  Thank  you. 

We'll  cede  back  the  time  remaining. 

Mr.  Chertoff.  Mr.  Hopkins,  you  were  asked  a  series  of  ques- 
tions which  I  didn't  quite  understand  the  answer  to,  to  be  perfectly 
frank  with  you,  having  to  do  with  your  conversation  with  Ms.  Her- 
itage, as  she  was  then  known,  or  with  Ms.  Hays. 

Now  there  is  unmistakable  recorded  evidence,  recorded  by  Mr. 
Miller,  testified  to  by  Ms.  Hays,  that  you  said  to  her  in  1987  that 
a  portion  of  the  loan  proceeds  made  to  Dixie  Continental  Leasing 


2304 

went  to  Bill  Clinton's  campaign.  It  does  not  say  in  the  notes  and 
she  does  not  say  that  you  speculated  about  wanting  to  investigate 
whether  it  did  or  that  you  raised  a  question  about  it.  She  testified 
right  here  today  that  your  conversation  with  her  was  that  a  portion 
of  the  loan  proceeds  made  to  Dixie  Continental  Leasing  went  to  Bill 
Clinton's  campaign.  Did  you  say  it? 

Mr.  Hopkins.  I — once  again,  I  don't  recall  the  conversation. 

Mr.  CHERTOFF.  Are  you  prepared  to  deny  her  version  of  the  con- 
versation? 

Mr.  Hopkins.  No,  I  cannot  deny  it  since  I  do  not  remember  it. 
I'm  sorry. 

Mr.  Chertoff.  So  on  the  state  of  the  evidence  that  we  have  here, 
you  have  no  memory,  you're  not  prepared  to  dispute  her  version, 
and  her  version  isn't  about  "I  want  to  investigate  claims  or  I  have 
questions  I  might  want  to  do  discovery  about."  Her  version,  which 
is  unrefuted  at  this  point,  uncontradicted,  her  version  is  that  you 
made  a  specific  allegation  about  a  diversion  of  a  portion  of  that 
loan  to  a  campaign.  Now  was  it  your  habit  to  lie  to  people  when 
you  had  business  dealings  with  them? 

Mr.  Hopkins.  No,  sir. 

Mr.  Chertoff.  Was  it  your  habit  to  make  up  stories  or  fabricate 
allegations  when  you  were  dealing  with  people? 

Mr.  Hopkins.  No,  sir. 

Mr.  Chertoff.  Now,  you  understand  that  the  allegation  about 
diverting  a  portion  of  the  loan  proceeds  was  an  allegation  about  a 
potential  crime;  right? 

Mr.  Hopkins.  Probably  so.  My  area  is  not  criminal  law,  so  if 

Mr.  Chertoff.  You're  a  lawyer;  right? 

Mr.  Hopkins.  Yes,  sir,  I  am. 

Mr.  Chertoff.  You  understand  it's  a  crime  to  take  loan  proceeds 
you're  given  for  one  purpose  and  secretly  use  it  for  something  else; 
right?  That's  very  easy,  isn't  it? 

Mr.  Hopkins.  In  most  cases,  yes,  sir. 

Mr.  Chertoff.  Is  it  your  habit  to  make  up  allegations  about  peo- 
ple, particularly  when  your  own  client  was  the  subject  of  the  alle- 
gation? 

Mr.  Hopkins.  No,  sir. 

Mr.  Chertoff.  Then  it  goes  on  to  say,  and  again  it's  not  some- 
thing that  you  want  to  investigate  or  you  want  to  raise  questions 
about,  but  her  testimony,  corroborated  by  the  memo  that  was  writ- 
ten within  a  week  of  this  conversation,  is  that,  "In  return  for  the 
substantial  campaign  contribution,  Bill  Clinton  assured  Jim 
McDougal  that  a  State  agency  would  lease  space  from  Madison  at 
its  headquarters  on  Main  Street  in  Little  Rock."  Did  you  say  that? 

Mr.  Hopkins.  I  cannot  say  that  I  said  that. 

Mr.  Chertoff.  Are  you  in  a  position  to  deny  her  sworn  testi- 
mony? 

Mr.  Hopkins.  No,  no,  sir.  Once  again,  Counsel,  I  have  no  specific 
recollection.  I've  given  you  my  idea  of  how  the  conversation  went. 

Mr.  Chertoff.  So  her  version,  her  testimony  of  this  conversation 
you  had  with  her  is  uncontradicted  because  you're  not  willing  to  go 
on  record  now  and  contradict  it. 

And  by  the  way,  since  we  got  on  the  issue  of  chronology,  you  un- 
derstand from  sitting  here  today  that  there  was  a  second  lease  that 
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/ 
was  entered  into  within  a  matter  of  days  after  that  April   1985 
fundraiser? 

Mr.  Hopkins.  Is  that  the  additional  space,  Counsel? 

Mr.  Chertoff.  That's  right.  That  is  a  separate  second  lease.  You 
heard  about  it? 

Mr.  Hopkins.  Today,  I  heard  about  it. 

Mr.  Chertoff.  And  that's  totally  consistent  with  this  version  of 
events. 

Now  let  me  ask  you,  you  understand,  by  the  way,  that  an  allega- 
tion that  the  Governor  promised  McDougal  something  in  return  for 
a  contribution  is  a  very  serious  allegation? 

Mr.  Hopkins.  Yes,  sir,  I  do. 

Mr.  Chertoff.  You  understand  that  for  a  public  official  to  take 
money  in  return  for  a  promise  to  award  a  contract  or  a  lease  would 
be  a  criminal  act;  right? 

Mr.  Hopkins.  Yes,  sir. 

Mr.  Chertoff.  Is  that  an  allegation  you  would  make  lightly  in 
a  conversation  with  an  outsider? 

Mr.  Hopkins.  No.  I  wouldn't,  no. 

Mr.  Chertoff.  In  the  context  of  what  you  have  described  as  ex- 
aggerating and  posturing  in  litigation,  is  it  your  custom  to  make 
allegations  about  public  officials  doing  acts  that  would  be  illegal? 

Mr.  Hopkins.  I'm  sorry,  would  you  repeat  the  question?  I  think 
I  lost  you  somewhere. 

Mr.  CHERTOFF.  In  what  you  have  described  as  kind  of  the  ordi- 
nary routine  business  of  a  lawyer  puffing  and  exaggerating  in  liti- 
gation, is  it  your  practice  in  the  course  of  conducting  litigation  to 
make  unfounded  allegations  about  public  officials  doing  illegal 
things? 

Mr.  Hopkins.  No,  sir. 

Mr.  Chertoff.  I  mean,  what  conceivable  reason  would  you  have 
to  make  up  an  allegation  about  the  Governor  and  Jim  McDougal 
exchanging  money  for  favors?  What  would  be  the  conceivable  mo- 
tive you  would  have  to  make  that  up? 

Mr.  Hopkins.  I  cannot  think  of  one. 

Mr.  Chertoff.  What  was  in  your  mind?  What  did  you  know  in 
1987  that  caused  you  to  say  to  Ms.  Heritage  that  there  was  this 
diversion  of  loan  proceeds?  Where  did  you  get  that  from? 

Mr.  Hopkins.  First  of  all,  we  made  the  leap  that  I  did  say  that. 
Since  I  don't  know  that  I  said  that — I  don't  think  that  would  have 
been  the  way  I  said  it — I  can't  really  answer  that.  I  don't  have  any 
specific  recollection  at  this  point  in  time.  I'm  sorry,  Counsel.  I  wish 
I  did,  but  it's  been  9  years. 

Mr.  Chertoff.  So  you  don't  remember  what  your  basis  was  on 
which  to  make  this  allegation? 

Mr.  Hopkins.  Even  if  I  made  it,  I  do  not  recall  what  the  basis 
would  be  today. 

Mr.  Chertoff.  But  you  have  told  us  previously  that  it  is  not  in 
your  habit  to  lie  or  make  up  baseless  allegations;  right? 

Mr.  Hopkins.  That's  correct. 

Mr.  Chertoff.  Because  you  understand  that,  in  fact,  that  would 
be  something  you  could  be  sanctioned  for? 

Mr.  Hopkins.  Absolutely. 
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The  Chairman.  Now,  Mr.  Hopkins,  you  have  no  reason  to  doubt 
the  veracity  of  Ms.  Heritage — and  now  it's  Ms.  Heritage  what? 

Mr.  Hopkins.  Hays. 

The  Chairman.  Of  her  recollection,  do  you? 

Mr.  Hopkins.  No,  Mr.  Chairman.  I  have  known 

The  Chairman.  Particularly  since  you  can't  recall,  and  she  says  \ 
that  not  only  did  she  record  this  but  at  the  time  she  called  Mr.  Mil-  | 
ler.  In  fact,  she  found  it  somewhat  shocking,  and  that's  why  she  \ 
called  him.  je 

And  obviously,  Mr.  Miller,  you  found  this  disconcerting  to  say  the  ? 
least;  right?  ) 

Mr.  Miller.  Yes,  sir.  The  allegations  were  pretty  outstanding. 

The  Chairman.  Sure.  And  you  remember  them  even  at  this  time 
because  it  was — without  benefit  of  this,  you  would  have  remem- 
bered the  general  allegations;  right? 

Mr.  Miller.  No,  sir,  I  couldn't  say  that  without  looking  back  at 
this  information.  I'd  remember  that  I  represented  the  Peacocks — 
I  mean,  litigation  against  the  Peacocks,  and  that  there  were  some 
allegations  going  on,  but  as  far  as  telling  you  the  specifics  of  them, 
I  don't  think  I  would  have  recalled  it  without  this  information. 

The  Chairman.  But  you  were  shocked  at  the  time? 

Mr.  Miller.  It  indicates  that  I  was,  yes,  sir. 

The  Chairman.  And  you  had  no  reason  to  disbelieve.  As  a  matter 
of  fact,  you  believed  Ms.  Heritage  because  otherwise,  you  would  not 
have — you  had  no  reason  to  disbelieve  her  and  at  this  time  you 
have  no  reason  to  disbelieve  her,  do  you? 

Mr.  Miller.  I  believe  her  that  the  conversation  had  occurred. 
That's  not  to  give  any  merit  to  the  allegations  that  were  asserted. 

The  Chairman.  Exactly,  yes.  In  other  words,  you  believe  this  is 
a  conversation  that  she  did  have  and  that  she  relayed  to  you? 

Mr.  Miller.  That's  correct. 

The  Chairman.  And  truthfully? 

Mr.  Miller.  Yes.  Again,  about  the  conversation,  not  about  the  al- 
legations. 

The  Chairman.  Yes,  I  understand  that  distinction. 

Do  you  have  any  further  questions? 

Mr.  Giuffra.  Let's  put  up  document  No.  3  on  the  Elmo.  This  is 
a  chart  that  Committee  staff  has  prepared  based  on  deposit  slips 
that  we  obtained  from  information  received  from  Betsey  Wright, 
who  will  be  testifying  tomorrow.  She  was  the  Campaign  Manager 
for  the  1984  Governor's  Campaign. 

Mr.  Peacock,  you  attended  the  fundraiser;  correct? 

Mr.  Peacock.  I  did. 

Mr.  Giuffra.  About  how  many  people  were  at  the  fundraiser? 

Mr.  Peacock.  I  don't  recall.  About  50,  60  or  so. 

Mr.  Giuffra.  According  to  this  document  we  have  prepared,  we 
have  a  Madison  Guaranty  cashier's  check  number  2496  from  J.W. 
Fulbright  in  the  amount  of  $3,000  on  4/4/85.  Then  we  have  cash- 
ier's checks  from  Dene  Landrum,  $3,000,  4/4/85,  check  number 
2498;  and  Ken  Peacock,  $3,000,  4/4/85,  check  number  2497.  Did 
you  know  Senator  Fulbright? 

Mr.  Peacock.  No,  sir.  I  had  met  him  when  I  was  in 

Mr.  Giuffra.  You  knew  who  he  was? 

Mr.  Peacock.  I  did. 
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Mr.  GlUFFRA.  Was  he  at  the  fundraiser? 

Mr.  Peacock.  I  don't  recall  him  being  there,  but  that's  been  10 
years  ago. 

Mr.  GlUFFRA.  Now  according  to  the  numbers  on  these  cashier's 
checks,  Senator  Fulbright's  check  was  496,  the  check  you  bought 
for  your  son  was  497,  and  Landrum's  check  was  498.  Do  you  know 
anything  about  Mr.  Fulbright's  check? 

Mr.  Peacock.  No,  sir,  I  don't. 

Mr.  GlUFFRA.  Let's  put  up  document  No.  4.  This  is  the  cashier's 
check  you  bought  for  your  son.  Now,  you  bought  this  cashier's 
check;  right? 

Mr.  Peacock.  That's  correct. 

Mr.  GlUFFRA.  He  didn't  use  his  money? 

Mr.  Peacock.  Do  what,  sir? 

Mr.  GlUFFRA.  It  was  all  your  money,  not  any  of  his  money;  right? 

Mr.  Peacock.  It  is  a  possibility  it  may  have  been  some  of  his  re- 
tirement, you  can't  tell,  but  I  can't  remember  at  that  time,  sir. 

Mr.  GlUFFRA.  Then  the  next  check,  which  is  No.  5,  that's  from 
your  partner  for  $3,000,  and  you  bought  that  check  as  well;  correct? 

Mr.  Peacock.  I  bought  it  but  he  reimbursed  me  for  it  later  on, 
if  I  remember  correctly. 

Mr.  Giuffra.  But  you  bought  the  check  at  the  time;  correct? 

Mr.  Peacock.  I  did  buy  it. 

Mr.  GlUFFRA.  Let's  put  up  document  No.  7.  This  is  a  check  you 
wrote  for  $6,000.  Do  you  recall  writing  this  check? 

Mr.  PEACOCK.  I  really  don't,  but  I  am  not  arguing  the  point  that 
it  was  written. 

Mr.  GlUFFRA.  Now  did  you  use  any  Madison  funds  to  buy  either 
of  those  cashier's  checks? 

Mr.  Peacock.  Did  I  do  what,  sir? 

Mr.  GlUFFRA.  Use  any  Madison  funds  to  buy  the  cashier's  checks, 
loan  proceeds? 

Mr.  Peacock.  I  had  two  or  three  bank  accounts  at  Madison,  and 
I  don't  know  whether  I  wrote  this  check  on  a  farm  account  or  I 
wrote  the  check  on  a  construction  account.  I  don't  remember. 

Mr.  GlUFFRA.  Did  you  use  any  loan  proceeds  to  buy  the  check? 

Mr.  Peacock.  No,  sir,  I  did  not. 

Mr.  GlUFFRA.  Are  you  absolutely  certain  of  that? 

Mr.  Peacock.  I'm  certain  of  that. 

Mr.  GlUFFRA.  Let's  put  up  document  No.  8.  Now,  you  wrote  the 
two  cashier's  checks  on  April  4,  1985;  correct? 

Mr.  Peacock.  I  don't  remember.  The  document  says  that. 

Mr.  GlUFFRA.  That  was  the  date  of  the  fundraiser,  wasn't  it? 

Mr.  Peacock.  Here  again,  I  have  to  assume  what  you  fellas  say 
because  I  don't  remember  that  far  back. 

Mr.  Giuffra.  On  April  4th,  the  same  day  as  the  fundraiser,  same 
day  that  you  wrote  the  two  cashier's  checks,  the  one  for  your  son 
and  the  one  for  Mr.  Landrum,  you  received  another  cashier's  check 
for  $50,000  from  Madison.  Do  you  recall  receiving  that  check? 

Mr.  Peacock.  I  see  a  copy  of  it  right  here,  but  I  don't  necessarily 
recall  it  or  I  don't  deny  it,  because  they  paid  me  several  thousand 
dollars  for  clearing  and  development  work  out  there. 

Mr.  Giuffra.  Do  you  know  what  it  had  to  do  with?  Was  this  a 
loan  check?  Was  this  loan  proceeds? 
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Mr.  Peacock.  Sir,  I  don't  remember  10  years  ago.  I  don't  remem    Mr 

ber  last  week  a  lot  of  things  I  did. 

Mr.  Giuffra.  Let's  put  up  document  No.  9.  Now  this  is  a  loar    [Ji 
application,  it  has  your  signature  on  the  bottom;  is  that  right,  sir' 

Mr.  Peacock.  It  looks  like  my  signature.  jj, 

Mr.  Giuffra.  It's  dated  April  5th,  in  the  top  right-hand  corner    g] 
is  that  correct? 

Mr.  Peacock.  Yes,  sir. 

Mr.  Giuffra.  And  that's  the  same  amount  as  this  cashier's  check 
for  $50,000  that  you  received  on  April  4th,  the  same  day  as  the 
fundraiser? 

Mr.  Peacock.  That's  what  the  document  says.  I  don't  recall  it. 

Mr.  Giuffra.  Now  is  there  a  connection  between  this  loan  and 
the  cashier's  check  as  far  as  you  know? 

Mr.  Peacock.  No,  sir. 

Mr.  Giuffra.  You're  positive  about  that? 

Mr.  Peacock.  I'm  positive  of  that. 

Mr.  Giuffra.  Do  you  recall  taking  out  this  loan  for  $50,000? 

Mr.  Peacock.  I'm  sure  I  did. 

Mr.  Giuffra.  Do  you  know  what  the  purpose  of  the  loan  was? 

Mr.  Peacock.  I  think  I  was  buying  some  property  that  we  put 
a  trailer  park  development  on,  shopping  center. 

Mr.  Giuffra.  The  purpose  of  the  loan  on  the  application  is  listed 
as  business.  It  just  says  business. 

Mr.  Peacock.  For  me  that's  big  business. 

Mr.  Giuffra.  Do  you  recall  what  the  collateral  was  on  this  loan, 
the  collateral  that  you  put  up  on  this  loan? 

Mr.  Peacock.  Yes,  sir.  On  that  loan  I  put  up  several  brand-new 
commercial  air  conditioners  probably  worth  $200,000  or  $300,000 

Mr.  Giuffra.  Did  you  pay  back  this  loan,  sir? 

Mr.  Peacock.  Did  I  pay  back  that  loan? 

Mr.  Giuffra.  Yes,  did  you  default  on  the  loan? 

Mr.  Peacock.  I  gave  the  air  conditioners  to  them  and  RTC  gave 
them  away  for  $1,500. 

Mr.  Giuffra.  So  $1,500  is  what  the  taxpayers  got  back  on  this 
$50,000  loan;  is  that  right? 

Mr.  Peacock.  Sounds  right  to  me. 

Mr.  Giuffra.  Let's  put  up  document  No.  10.  Now  on  April  5th, 
the  same  day  you  filed  this  application  for  the  loan,  the  day  after 
the  fundraiser,  the  day  after  you  received  the  check  for  $50,000 
from  Madison,  you  wrote  a  check  to  the  Quapaw  Title  Company  for 
about  $39,000.  Do  you  recall  writing  that  check? 

Mr.  Peacock.  I  don't  recall  writing  it  but  it's  right  here  in  black 
and  white  and  I  won't  deny  it. 

Mr.  Giuffra.  Did  you  have  a  property  called  the  Woodson  Prop- 
erty that  you  were  involved  in  at  that  point  that  you  had  pur- 
chased? The  Woodson  Property? 

Mr.  Peacock.  That  was  Woodson  Property,  yes,  sir. 

Mr.  Giuffra.  You  were  involved  in  purchasing  that  for  Dixie 
Continental;  right? 

Mr.  Peacock.  Right. 

Mr.  Giuffra.  You  were  the  President  of  Dixie  Continental? 

Mr.  Peacock.  I  was. 

Mr.  Giuffra.  How  much  did  you  pay  for  that  property? 
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Mr.  Peacock.  We  paid  around  300  something  thousand  dollars. 

Mr.  Giuffra.  About  $330,  does  that  sound  right? 

Mr.  Peacock.  Sounds  about  right. 

Mr.  Giuffra.  Did  you  also  get  a  second  loan  from  Madison  Guar- 
anty for  I  believe  $297,000  to  pay  for  that  property? 

Mr.  Peacock.  I  don't  remember,  sir. 

Mr.  Giuffra.  Do  you  recall  using  this  check  to  Quapaw  Title  for 
$38,900,  was  this  the  downpayment  for  that  property? 

Mr.  Peacock.  Here  again,  I  don't  remember. 

Mr.  Giuffra.  This  check  for  $38,900  and  the  check  for  $50,000, 
you  don't  know  what  happened  to  the  extra  $11,000,  do  you? 

Mr.  Peacock.  No,  I  don't. 

Mr.  Giuffra.  Is  it  possible  that  money  might  have  been  used  to 
help  fund  the  fundraiser? 

Mr.  Peacock.  No,  sir. 

Mr.  Giuffra.  Your  contributions  to  the  fundraiser? 

Mr.  Peacock.  No,  sir. 

Mr.  Giuffra.  Where  did  you  get  the  money  for  the  fundraiser? 

Mr.  Peacock.  At  the  time  I  was  farming  several  thousand  acres, 
and  as  I  mentioned  in  my  deposition,  my  fuel  bill  a  week  was 
$10,000.  That  could  have  come  out  of  any  account  that  I  had. 

Mr.  Giuffra.  Now  at  the  time  you  purchased  the  two  cashier's 
checks  were  you  aware  that  it  was  illegal  in  Arkansas  for  one  per- 
son to  contribute  more  than  $1,500  per  candidate  per  election? 

Mr.  Peacock.  No,  I  was  not  aware  of  that. 

Mr.  Giuffra.  Did  anyone  from  the  Clinton  campaign  advise  you 
as  to  what  the  contribution  limits  were? 

Mr.  Peacock.  No,  sir. 

Mr.  Giuffra.  Were  you  aware  at  this  time  that  it  was  illegal  to 
make  a  contribution  in  the  name  of  another  person? 

Mr.  Peacock.  I  was  not. 

Mr.  GlUFFRA.  No  one  from  the  campaign  advised  you  of  that  fact? 

Mr.  Peacock.  No,  sir. 

Mr.  Giuffra.  Let's  put  up  document  No.  11.  This  is  a  document 
we  received  from  Mr.  Kendall  and  it  is  a  memo  to  Governor  Clinton 
from  Nancy  Hernreich. 

One  of  the  attendees  at  this  fundraiser  was  a  man  named  R.D. 
Randolph.  Do  you  know  R.D.  Randolph? 

Mr.  Peacock.  Yes,  sir,  I  do. 

Mr.  Giuffra.  Do  you  recall  seeing  him  at  the  fundraiser? 

Mr.  Peacock.  No,  I  don't,  but  he  was  very  likely  there. 

Mr.  Giuffra.  According  to  the  documentation  that  the  Commit- 
tee has  received,  Mr.  Randolph  gave  $2,000  at  this  fundraiser  to 
Governor  Clinton.  This  memo  indicates  that  Mr.  Randolph  wanted 
to  talk  to  the  Governor  about  the  veto  of  a  water  bill,  it  says,  "He 
mentioned  a  meeting  between  you,  Tucker  and  Jim  McDougal  a 
couple  of  years  ago  which  involved  $33,000.  This  was  pretty  cryp- 
tic." Now  this  is  back  in  1987.  Two  years  ago  would  be  1985.  Do 
you  know  any  reason  why  Mr.  Randolph  would  be  raising  the  issue 
of  this  fundraiser? 

Mr.  Peacock.  I  have  no  idea. 

Mr.  Giuffra.  You  haven't  ever  discussed  the  fundraiser  with  Mr. 
Randolph? 

Mr.  Peacock.  No,  sir. 
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Mr.  GlUFFRA.  Ever  discussed  the  fundraiser  with  Mr.  McDougal 
after  it  happened? 

Mr.  Peacock.  No,  sir. 

Mr.  GlUFFRA.  No  further  questions. 

Mr.  Ben-Veniste.  Did  you  have  anything  at  all  to  do  with  any 
conversation  with  R.D.  Randolph  or  this  memo  that  Mr.  Giuffra  is 
talking  about? 

Mr.  Peacock.  No,  sir.  I  would  have  no  occasion  to,  sir. 

Mr.  Ben-Veniste.  Had  you  ever  heard  of  this  before? 

Mr.  Peacock.  I  have  never  heard  of  it  until  today. 

Mr.  Ben-Veniste.  In  connection  with  the  fundraiser,  there  were 
thank  you  letters  sent  out,  according  to  our  records,  from  the  Clin- 
ton for  Governor  for  Arkansas  Campaign,  dated  May  3,  1985.  One 
was  to  Ken  Peacock  and  the  other  was  to  Dene  Landrum.  Are  you 
aware  that  these  individuals  received  thank  you  letters  for  their 
contributions? 

Mr.  Peacock.  No,  I  wasn't,  but  I  am  not  surprised.  If  someone 
gave  me  that  much  on  contribution,  I  bet  I'd  thank  them. 

Mr.  Ben-Veniste.  Do  you  have  any  reason  to  believe  that  Gov- 
ernor Clinton  or  his  staff  had  knowledge  that  you  were  the  person 
who  made  these  contributions? 

Mr.  Peacock.  No,  sir. 

Mr.  Ben-Veniste.  Mr.  Hopkins,  let  me  go  to  you  for  a  minute, 
and  let's  go  back  to  the  question  of  what  it  was  you  said  to  Ms. 
Heritage  in  1987.  You've  indicated  that  you  had  no  evidence  that 
there  was  any  quid  pro  quo  of  leases  for  contributions;  correct? 

Mr.  Hopkins.  As  of  today,  I  recall  none. 

Mr.  Ben-Veniste.  Indeed  you  have  indicated  that  it  is  your  prac- 
tice to  saber  rattle  and  to  posture  in  connection  with  your  everyday 
litigation  dealings  with  other  parties  in  the  hope  that  some  of  the 
things  that  you  talk  about  will  eventuate  into  provable  allegations 
at  some  point? 

Mr.  Hopkins.  Yes,  sir. 

Mr.  Ben-Veniste.  And  you  are  hopeful  that  by  making  such  pos- 
turing allegations,  that  you  will  be  able  to  achieve  some  advantage 
either  in  settling  the  case  or  in  the  litigation? 

Mr.  Hopkins.  That's  correct. 

Mr.  Ben-Veniste.  Now  according  to  Ms.  Heritage,  when  this 
matter  was  raised  by  the  press  in  1995  after  these  documents  were 
leaked,  she  ran  into  you  and  you  all  had  a  brief  conversation  in 
which  she  said  that  you  said  you  were  just  posturing  at  the  time. 
You  don't  recall  having  made  that  statement;  correct? 

Mr.  Hopkins.  That's  correct. 

Mr.  Ben-Veniste.  But  you  would  agree  that  that's  just  what  it 
was  you  would  have  done  according  to  the  normal  way  you  do  busi- 
ness; correct? 

Mr.  Hopkins.  Yes,  I  see  nothing  contradictory  in  the  statements. 

Mr.  Ben-Veniste.  You  were  asked  about  another  lease  in  1985 
that  was  entered  into  between  Madison  and  the  State  of  Arkansas. 
That  was  the  expansion  of  space  in  a  lease  which  had  been  entered 
into  in  1984  for  a  grand  total  of  an  additional  1,500  square  feet, 
more  or  less  the  size  of  an  efficiency  apartment.  Were  you  aware 
of  that? 
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Mr.  Hopkins.  The  first  time  I  have  heard  about  that  particular — 
that  specific  transaction  was  late  this  morning.  I  still  don't  know 
the  specifics  of  it,  but  your  description  of  it  sounds  consistent  with 
what  I  heard  this  morning. 

Mr.  Ben-Veniste.  OK.  So  as  far  as  what  you  knew  back  then, 
all  you  knew  is  as  you've  testified,  that  there  was  a  fundraiser  and 
that  at  some  point  a  State  agency  had  moved  into  the  Madison 
headquarters;  correct?  You  didn't  know  what  the  timing  was? 

Mr.  Hopkins.  That's  correct. 

Mr.  Ben-Veniste.  And  as  we  have  shown,  the  timing  could  not 
have  possibly  supported  a  quid  pro  quo  of  a  contribution  made  in 
1985  in  return  for  a  lease  that  was  entered  into  a  year  beforehand. 

Let  me  turn  to  you,  Mr.  Miller,  and  the  memorandum  that  you 
produced.  In  the  second  paragraph  you  indicate  that,  "On  April  21, 
Ms.  Pat  Heritage  informed  me  that  she  had  spoken  with  Mr.  Greg 
Hopkins,  attorney  for  the  Peacocks.  Mr.  Hopkins  informed  Ms.  Her- 
itage that  there  is  a  move  underway  to  have  our  firm  disqualified 
for  representing  Madison."  And  then  it  goes  on  to  say  the  pur- 
ported basis  for  the  disqualification.  Was  there  ever  any  move  to 
disqualify  you? 

Mr.  Miller.  No,  sir. 

Mr.  Ben-Veniste.  That  was  another  posturing  or  saber  rattling 
by  Mr.  Hopkins  that  did  not  eventuate  and  had  no  basis  in  fact? 

Mr.  Miller.  That's  correct. 

Mr.  Ben-Veniste.  Did  the  grounds  for  any  such  conflict  have  any 
basis  in  fact  as  far  as  you  knew? 

Mr.  Miller.  No,  sir,  there's  none  that  I  knew,  and  I  couldn't  logi- 
cally put  together  how  that  could  be  a  conflict. 

Mr.  Ben-Veniste.  According  to  Ms.  Heritage,  Mr.  Hopkins  said 
that  the  litigation  had  gotten  too  dirty  for  him  and  he  was  consid- 
ering resigning  the  representation.  To  your  knowledge,  did  he  re- 
sign the  representation? 

Mr.  Miller.  To  my  knowledge,  no. 

Mr.  Ben-Veniste.  And  did  you  resign  the  representation,  Mr. 
Hopkins? 

Mr.  Hopkins.  No,  sir. 

Mr.  Ben-Veniste.  This  was  another  posturing  or  saber  rattling, 
as  it  were,  that  did  not  eventuate.  What  was  it  that  you  did  in 
court,  that  according  to  Ms.  Heritage,  Mr.  Hopkins  took  issue  with? 

Mr.  Miller.  I  do  not  know.  There  are  only  two  possibilities  I  can 
think  of.  One  would  have  been  Greg  and  I  had  some  prior  settle- 
ment discussions,  and  as  I  recall  there  was  an  effort  or  an  attempt 
to  try  to  delay  that  bankruptcy  hearing,  and  that  maybe  he 
thought  we  had  it  continued  or  had  it  settled,  and  I  wouldn't  agree 
to  that.  That  could  have  been  one  possibility. 

The  other  possibility  I  recall  was  that  there  may  have  been  some 
mention  that  some  loan  proceeds  made  right  before  this  entity 
went  into  bankruptcy  could  have  possibly  been  used  to  pay  Mr. 
Hopkins'  attorney's  fees.  And  I  do  not  know.  There  may  be  other 
possibilities.  Those  are  the  only  two  I  can  recall. 

Mr.  Ben-Veniste.  Did  you  recall  Mr.  Hopkins'  reaction  in  court 
to  those? 

Mr.  Miller.  I  don't  recall  his  reaction  in  court.  Apparently,  after- 
wards, he  was  not  happy  whatever  the  allegation  was. 
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Mr.  Ben-Veniste.  Did  he  bring  that  to  your  attention  directly? 

Mr.  Miller.  No,  sir. 

Mr.  Ben-Veniste.  In  typing  up  this  memorandum  and  preserv- 
ing it  and  turning  it  over  to  the  authorities  when  requested  to  do 
so,  did  you  have  any  concern  about  the  underlying  allegations 
being  true? 

Mr.  Miller.  None  whatsoever.  I  mean,  it  was  typical  debtor  ba- 
loney. Greg  is  on  one  side  and  he  is  talking  about  saber  rattling. 
I'm  on  the  other  side,  collecting,  and  I  heard  it  all  the  time.  I  didn't 
believe  that  it  had  any  merit  whatsoever.  Case  closed. 

Mr.  Chertoff.  You  know,  Mr.  Hopkins  and  Mr.  Miller  were  in 
kind  of  an  unusual  position  here  because  Mr.  Ben-Veniste  is  kind 
of  intent  on  showing  you,  Mr.  Hopkins,  to  be  just  an  empty  saber 
rattler  and  a  weaver  of  webs.  And  I'm  intent  on  showing  that  you 
must  have  some  heck  of  a  saber. 

Let's  go  first  to  that  portion  of  your  conversation  with  Ms.  Hays 
where  she  remembers  you  talking  about  people  going  to  prison.  I 
guess  we  can  say  now  here,  in  1996,  that  a  fair  number  of  the  peo- 
ple included  in  that  inner  circle  at  Madison  either  have  pled  guilty 
to  various  crimes  or,  in  fact,  been  tried  for  various  crimes.  So  I 
guess  it  is  to  that  portion  of  the  conversation  you  would  agree  with 
me  it  turns  out  that  that  prediction  had  a  lot  of  substance;  right? 

Mr.  Hopkins.  Counsel,  if  I  said  that,  it  appears  to  have  been  a 
pretty  good  prediction. 

Mr.  Chertoff.  Now  let's  go  to  another  prediction.  You  told  Ms. 
Hays — and  again  you  didn't  say  you  were  going  just  to  discover  or 
investigate  it,  you  represented  it,  you  stated  it  to  her  as  a  fact — 
that  money  had  been  diverted  from  one  of  the  loans  that  Mr.  Pea- 
cock received  into  this  campaign  fundraiser.  What  do  you  know, 
when  you  look  at  the  documents,  again,  we  are  comparing  the  doc- 
uments generated  at  the  time  with  the  testimony  people  choose  to 
remember  or  not  to  remember  10  years  later. 

What  we  see  is  that,  on  the  very  day  of  the  fundraiser,  Mr.  Pea- 
cock took  out  a  $50,000  loan  and  didn't  even  have  to  sign  the  loan 
document  for  Madison  Guaranty  until  the  next  day,  meaning  that 
he  got  the  money  even  before  he  signed  the  note,  which  is  always 
nice.  That  having  gotten  the  $50,000,  Mr.  Peacock  then  cut  a  cou- 
ple of  checks  that  went  to  the  fundraiser,  and  that  when  you  look 
to  see  where  the  $50,000  that  Mr.  Peacock  took  out  actually  went, 
we  can  account  for  about  $39,000  of  it,  but  $11,000  of  it  just  seems 
to  have  disappeared.  Mr.  Peacock  has  told  us  he  can't  really  re- 
member what  happened  to  that.  So  one  could  draw  the  conclusion 
that  maybe  there  was  a  reimbursement  here  for  a  campaign  con- 
tribution. 

Now  in  view  of  these  documents  showing  the  remarkable  timing 
of  the  loan  and  then  the  cashier's  checks,  the  sequential  cashier's 
checks  for  campaign  contributions  occurring  on  the  very  same  day, 
I  guess  you  would  agree  with  me  that  your  statement  to  Ms.  Hays 
about  diversion  of  the  proceeds  of  the  Madison  loan  also  has  kind 
of  a  connection  to  some  objective  reality;  right? 

Mr.  Hopkins.  Once  again,  I  don't  recall  what  I  said.  Regardless 
of  whether  I  said  yes,  this  happened  or  we  will  be  looking  into  it, 
those  documents,  at  least,  would  lend  some  foundation  to  what  I 
said  or  what  I  did. 
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Mr.  Chertoff.  We  also  know  that  within  a  matter  of  days  after 
this  interesting  sequence  of  checks  and  campaign  fundraiser  and 
loan,  there  was  a  discussion  of  expanding  the  space  that  the  State 
would  take  in  Mr.  McDougal's  building,  and  what  do  you  know, 
$50,000  more  of  leases  come  through  a  few  months  later. 

Mr.  Peacock,  I  want  to  close  this  up  by  focusing  to  see  if  I  can 
stimulate  your  memory  on  this  $50,000  note.  I'm  going  to  ask  that 
you  be  given  a  copy  of  a  memorandum  to  John  Latham  from  Jim 
McDougal  dated  March  27,  1985,  about  a  week  before  this  fund- 
raiser and  this  loan  occurred.  We  will  put  it  up  on  the  screen  there. 
You  knew  John  Latham  from  the  bank;  right? 

Mr.  Peacock.  I  did. 

Mr.  Chertoff.  It  says: 

Have  Charles  Peacock  execute  the  $50,000  note  secured  by  the  air  conditioners. 
Have  him  carry  a  blank  note  and  mortgage  as  well  as  a  standard  Offer  and  Accept- 
ance form  with  him  for  he  and  his  wife,  Judy,  to  execute. 

Have  him  resign  from  the  Board,  and  do  not  fund  the  $50,000  loan.  Tell  him  I 
will  call  him  about  it  Friday. 

What  did  he  say  to  you  about  this? 

Mr.  Peacock.  I  don't  remember  him  saying  anything,  and  I  cer- 
tainly would  have  known  about  any  note  between  John  Latham 
and  Jim  McDougal. 

Mr.  Chertoff.  Well,  is  there  a  connection  here  between  you  get- 
ting this  loan  and  your  resigning  from  the  Board? 

Mr.  PEACOCK.  It  had  nothing  to  do  with  that.  I  was  running  a 
farming  operation,  a  construction  business,  and  selling  glass-lined 
tanks.  I  was  working  about  18  or  19  hours  a  day  and  I  didn't  have 
time  to  go  to  the  Board  meetings,  and  it  was  just  time  for  me  to 
get  off.  If  it  happened  at  this  particular  time,  it  was  coincidental. 

Mr.  Chertoff.  Wasn't  it,  in  fact,  the  next  day  that  you  resigned 
from  the  Board? 

Mr.  Peacock.  I  don't  remember,  sir,  but  I  am  not  going  to  argue 
with  your  figures  right  here.  But  it  wasn't  anything  that  they  told 
me  I  had  to  do. 

Mr.  Chertoff.  I  don't  want  to  blindside  you  because  the  minutes 
show  you  did  resign  the  next  day.  But  you  don't  see  any  connection 
between  that  resignation  and  the  loan,  even  though  we  have  a 
memo  that  shows  that  there  is  a  connection? 

Mr.  PEACOCK.  I  don't,  and  I  don't  know  that  that  memo  had  any- 
thing to  do  with  me,  really,  when  it  comes  down  to  it,  because  I 
wasn't  aware  of  what  Latham  and  McDougal  did.  And  as  I  told  you 
before,  I  got  out  there  and  got  the  jobs  done  that  they  needed  to 
be  done. 

Mr.  Chertoff.  All  right.  Nothing  further. 

The  Chairman.  I  have  no  further  questions. 

Mr.  Ben-Veniste.  I  have  a  question  about  the  notion  of  making 
a  $50,000  loan  as  consideration  for  $6,000  in  contributions.  That 
arithmetic  doesn't  seem 

Mr.  Peacock.  Sir,  I'm  not  very  bright,  but  I'm  smarter  than  that. 

Mr.  Ben-Veniste.  When  we  talk  about  a  heck  of  a  saber,  in  Mr. 
Chertoff's  words,  what  we  are  talking  about,  to  go  back  to  the  un- 
derlying claim  that  is  in  your  memorandum,  and  follow  with  me 
here,  Mr.  Miller,  the  statement  is  on  page  3,  "In  return  for  the  sub- 
stantial campaign  contribution,  Bill  Clinton  assured  Jim  McDougal 
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that  a  State  agency  would  lease  space  from  Madison  at  its  head- 
quarters on  Main  Street  in  Little  Rock." 

Now  that  Main  Street,  Little  Rock  headquarters  was  at  100  Main 
Street — I'm  sorry — 1501  Main  Street,  and  it  was  the  Madison 
Guaranty  Savings  &  Loan  headquarters.  We  know  without  a  doubt 
that  that  headquarters  provided  space  in  the  amount  of  some  7,000 
square  feet  in  a  5-year  lease  entered  into  in  April  1984. 

Mr.  Miller,  if  you  are  looking  at  this  allegation  and  somebody  is 
trying  to  rattle  a  saber  at  you  but  they  make  a  mistake  where  they 
are  a  year  off  like  this,  is  this  going  to  have  any  effect  on  you? 

Mr.  Miller.  No,  sir. 

Mr.  Ben-Veniste.  We  heard  testimony  this  morning  from  Mr. 
Epes  to  say  that,  by  1985,  his  agency  had  expanded  to  the  point 
where  it  needed  additional  space.  They  took  an  additional  1,400 
square  feet  of  contiguous  space  at  the  Madison  Savings  &  Loan. 
Does  this  strike  you  as  something  in  the  nature  of  some  devious 
conspiracy? 

Mr.  Miller.  I  don't  have  an  opinion  either  way,  but  it  doesn't 
strike  me  as  being  some  kind  of  great  conspiracy. 

Mr.  Ben-Veniste.  No  one  asked  Mr.  Epes  whether  there  was  any 
question  but  that  his  agency  needed  the  space.  The  space  was 
available  and  it  was  rented  at  market.  The  notion  that  that  1,400 
square  feet  is  the  payoff  for  the  1985  fundraiser  strikes  me  as  just 
totally  and  utterly  ludicrous.  Do  you  have  some  other  view? 

Mr.  Miller.  No,  sir.  We  viewed  all  these  allegations  to  be  with- 
out merit  and  we  proceeded  within  about  a  week  or  so  to  file  in 
State  court  to  try  to  take  Mr.  Peacock's  house  from  him. 

Mr.  Ben-Veniste.  You  were  undeterred  by  this? 

Mr.  Miller.  That's  correct. 

Mr.  Ben-Veniste.  I  have  nothing  further,  Mr.  Chairman. 

The  Chairman.  OK.  I  want  to  thank  the  panel  for  coming. 

Mr.  Peacock,  I  asked  staff  with  respect  to  the  inconvenience  and 
they  told  me  we  were  attempting  to  get  two  panels,  seven  people, 
together.  They  tell  me  that  you  indicated,  and  I  want  to  thank  you, 
that  you  were  available  everytime  they  called,  trying  to  coordinate 
with  the  other  lawyers  and  there  was  another  panel  of  four  people 
today  was  the  reason.  We  are  trying  to  get  that  in  under  the  Feb- 
ruary 29th  deadline. 

Mr.  Peacock.  We  worked  on  that  thing  all  the  way  through  I 
think  December. 

The  Chairman.  I  understand  that.  I  just  want  you  to  understand 
that  we  thank  you  because  you  were  available  whenever  we  called. 
It  was  a  question  of  coordinating  with  the  other  six  people,  and  we 
could  never  get  that  coordination;  and  thereafter,  it  came  to  the  sit- 
uation that  this  whole  matter  was  suspended,  so  it  certainly  was 
not  by  intent  to  harass  you  in  any  way,  but  it  was  a  question  of 
trying  to  coordinate  all  of  the  schedules. 

Mr.  Peacock.  I  had  a  summons  from  the  Senator,  the  Chairman, 
that  said,  "I  would  be  available"  presented  to  me.  I  had  a  notice 
given  to  me  by  Mark  that,  if  I  didn't  show  up,  the  U.S.  Marshals 
would  come  and  get  me.  So  you're  durn  right,  I  was  available  but 
I  missed  out  on  my  work. 

The  Chairman.  But  even  without  that  subpoena  coming,  the 
staff  indicates  that  you  were  willing  to  cooperate.  I  just  wanted  to 
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thank  you  for  that  and  try  to  set  the  record  straight  by  explaining 
how  that  situation  came  about,  because  I  did  ask  staff  what  the  sit- 
uation was. 

Let  me  say  that  I  think  the  testimony  from  the  two  panels  was 
very  powerful.  I  want  to  thank  you  for  your  participation. 

Mr.  Miller,  I  want  to  assure  you  that  my  initial  observations 
were  so  that  you  would  be  in  a  position  to  testify  and  we  could  hear 
you.  It  was  not  an  attempt  to  trick  you  or  anything  like  that. 

We  thank  you  for  your  candor.  We  thank  you  for  being  here. 

We  stand  in  recess  until  tomorrow  morning  at  10:00  a.m. 

[Whereupon,  at  3:36  p.m.,  the  hearing  was  adjourned,  to  recon- 
vene at  10:00  a.m.,  on  Thursday,  April  25,  1996.] 

[Appendix  supplied  for  the  record  follow:] 
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Arkj-ciS  S:c:e  Buildi/  Services 
Standard  Lease  Form  I 
Revised  and  Aoproved  by 
Attorney  General,  Hay,  1979 


L««se/--m  7.i-^_  _    .a  g.,-.;- 

Square  Feet:    6G52     *" 

Rate:  <  8.50   per  scjare  :e7t 

Type:  OF 

New:   x    Renewal: 

Fund  **'»•' 

1 

Worked  8v:  HV 

County  60    Aqency  395  Site   01 

STATE  OF  ARKANSAS  LEASE  AGREEMENT 

THIS  LEASE  MADE  this  1st    day  of     April ,  1904  .by  which 

Madison  Financial  Corporation   ("LESSOR" ) 

leases  to  the  STATE  OF  ARKANSAS  ("STATE")  by  Arkansas  SU;e  Building  Services  ("SES 
for  the  use  of  Arkansas  Housing  Oeveloomqnt  Aoency.  1501  Main  Street.  Little  Rock. 

Arkansas  72202 

or  any  other  Department,  Board,  Commission  cr  Agency  of  the  STATE  which  SBS  shall 
designate  ("AGENCY"),  the  decribed  property  ("PREMISES")  uoon  the  terms  of  this 
lease. 

,  „„.,,«   J"?  t-?~  f--»  «*  s***C9   soace  (con?istino  of  £33:  sc.  ft. 


of  usuable  ssace  and  *67  so.  ft.  of  common  use  soace) with   25     automc 

paarking  spaces  designated  by  Lessor  and  an  additional  handicapoed  space  at   V 

1501  Wain  Street all  situated  in  the 


Cftjrpf   Little  Rock ,  County  of    Pulaski 


initial  term  will  begin  on  July  1,  198a  or  as  scon  t^eafte- 


feted  to  meet  plans  a«<i   specifications  and  the  Lessor's  confa 

and  S5S  agree  that  the  space  is  ready  to  be  occupied  and  end  June  30,  1989 5 

Should  occupancy  occur  at  a  date  later  than  July  1.  1984,  the  portion  of  that  mon: 
rent  shall  be  prorated  on  a  daily  rate  of  J161.78. 

3.   RENT.   The  STATE  agrees  to  pay  S  4,853.50   per  calendar. month  [nuix2*t] 
in  advance  on  the  first  day  of  each  sucn  p-riod  upon  invoice  from  the  LESSOR-   Su. 
amount  to  be  paid  by  the  AGENCY  to  LESSOR  at: 
1501  M2;o  S:-"! 
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4.  UTILITIES  AND  SERVICES.   The  LESSOR  -ill  furnish  the  following  utilities 
and  services: 

yes   electricity  ves   heat  and  air  conditioning 

yes   gas  yes   hot  and  cold  water 

N/A   elevator  services  yes   water  and  sewer 

ves   trash  removal  ye*   janitorial  services  and  supplies 

daily  (or  ) 

_J1es_  lamps,   tubes,   ballasts  yes       Security  Service 

5.  MAIf.TENA.VCE.   REPAIR,   REPLACEMENT.     LESSOR  agrees  to  maintain  the 
PREMISES   in  good  repair  and  tenantable  condition,  making  replacements  when  necessar 
according  to  the  reasonable  satisfaction  of  the  SBS  including,  but  not  limited  to. 
all   structural   components,  mechanical   equipment,  pest  extermination  and  snow 
rsrcVil.      I*  LESSOR  fails   to  correct  a  aeficienC/  -i »-.;.-.  thi.-ty  '?C1  djy;  »fte>- 
v" tr***-  notice  from  SBS  or  tne  Aut.tC;  zr  m:.'.^.'r.  «-  sorrcc-fate  shorter  oericd 
sta£«rf-~ii»  the  notice   in  the  event  of  a  deficiency  constituting  a  hazara  10   me 
fterl Qt'an* safety  of  the  STATE'S  employees,  property  or  any  other  person,  the 
SJAJtjB(^p«Fforx»-such-  maintenance  or  make  such  repair  at   its  own  cose  and7,    m- 


«adj^^S^ttt4njC.  other  r«e*4y  it  may  have,   the  STATE  may  deduct:  the-  amount,  gfer'eo/ 
f7yuijq££jSX&&m**.  then  be  or  thereafter  become  due.     Th*"ST*IE.'  Sr  obVgatian 
tg-'BBPB         BBPi  LESSOR'S  obligation  under  this  Lease  are  hereby  made  depended 
OEST?;CTIQN.     LESSOR  shall   bear  the  risk  of  loss  by  fire  or 
'and  shall  e*  in  tain  fire  and  extended  coverage  insurance  to  the 
full   replacement  value  of  the  PREMISES.      Upon  any  such  occurrance,  resulting  in 

a  casualty  to  the  extent  that  the  agency  cannot  continue  its  operations,  the 
rent  shall    terminate.     LESSOR  agrees   to  promptly  repair  or  replace  any  part  of 
the  PREMISES  damaged  or  destroyed.     Should  the  building  not  be  restored  to   its 
original   condition,   reasonable  »e*r  and   tear  excepted,   the  Lease  way  Be 
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7.  TERMINATION .     The  STATE  may   terminate   this  Lease  by  thirty   (sjj   .., 
written  notice  to  LESSOR  by  S8S   if  the  AGENCY'S   funds  are  insufficient  for  it 
to  continue  the  operations   for  wnich   the  PREMISES  ars  being  used. 

8.  MISCELLANEOUS,      (a)   This  Lease  and  any  modification  or  amendments  *a 
it  will   not  be  valid  without  the  wlrtten  approval   of  SES.      (b)  This  Lease  shall 
benefit  and   find  the  parties   hereto  and   their  heirs,   personal    representatives 
successor?  and  assigns,      (c)   The  STATE  may  terminate  this  Lease  by  written  notice 
from  S3S   to  LESSOR  upon   the   taking  by  eminent  domain  of  any  part  of  the  PREMISES, 
(d)   Nothing   in   this  Lease  shall   be  construed  to  waive  the  sovereign  immunity  of 
the  STATE  or  any  entities   thereof,      (e)  This  Lease  contains  the  entire  agreement 
of  the  parties. 

9.      SPECIAL   PROVISIONS.      A.      LESSOR  shall   provide  STATE  3UIL0ING/ SERVICES 
and  ARKANSAS  HOUSING  DEVELOPMENT  with  in  annual   expense  statement  covefing. 
utilities  ar.w  ;irrit;r;0"   sar.icas  ccsts.     The  f'.rtl  lUtsoent  shall   '-r'uds  the 
*•  —  -  ;,.i.     i.jiy  i.    loaa  r»»~„jCr.  June  30.   1985.     The  second  statement  shall   refle^ 
expenses   incurred  July  1,   1985  through  June  30,   1986.     Upon  receipt  of  this  seccn. 
iSa-tarcent,   STATE  3UILDING  SERVICES  LEASING  ADMINISTRATOR.  AGENCY  OIRECTOR  aN 


sjfcg^fcgSSOR  shall   review  these  expenses  and  negotiate  the  renewal   rate  for  Ju-ly-4^»19S 

^SCTwrough . June  30,   1989,  based  only  on  utllites  and  janitorial   expenses _fi*gifredr^- 

by  authorized  personnel   from  the  utility  corapaafWafcT  z 

^construct   the  Agency's  space  according  to  the  plans  and 

spcciJEjH    ■^'■provided  by  STATE  8UIL01NG  SERVICES  and  aoproved  by  the  Agency  pr- 

to  executing-  this  agreement.      (See  attached  Floor  Plan  and  Specifications). 

C.      LESSOR  agrees  to  provide  Levlor  Blinds  in  all  offices,  except  the  Oirectar's 

office     will   have  special    tinted  glass.     0.     The  rentable  area  of  6352  square  fe 

Includes  6385  square  feet  of  net  usuable  space  and  467  square  feet  of  common 

use  space  in   the  hall   and  restrooms.      E.     LESSOR  will  comply  with  all   codes,   law 

and   regulations  as   they  apply  to  access   for  handicapped   individuals.     F.     State 

HOUSE  con" 
-  -     "  i '  ■  -  a  w  •  i '  .•n.jVi?  c  ol  or  s  e "  ec  t  ■ '"."■'■  » '  th 
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approval   by  LESSOR.     G.     Lessor  shall   provide  adequate  air-condi  tioni.-.g   in  t.-e 
Computer  Room  to  maintain  temperatore  below  90     degrees. 

10.     ALTERATIONS.     The  STATE  nay  make  alterations,   attach  fixtures  and 
erect   additions   and   signs    in   or  upon    the  PREMISES  with  prior  written   approval 
by  LESSOR.      Such  fixtures,   additions,   and  signs  shall   remain  the  property  cf 
the  STATE  and  may  be  removed  from  the  PREMISES  within  a  reasonable  time  after  the 
termination  of  this   Lease  provided   Mr?  STATE  shall    restore  the  PREMISES  to  a 
condition  as  good  as  at  the  beginning  of  this  Lease,  ordinary  wear  and   tear 
excepted. 

EXEC'JTED  by  the  parties  who  individually  represent  that  each  has  the  auMiorit 
to  enter  into  this  Lease. 


By:    fcjt  fl'M^S  By:    /jUl^ 

Paul   Castleoerry,   vice  Presicent  wooten  Epes  .^Executive  0t 

Oate:         ^  IC-P*  Date:     ±  -   T    -   gV 


STATE  OF  ARKANSAS 

By:      Arkansa&State  Building  Services 


'rf\}(LuLlll    t        Date:     ±  '/  <?'^^ 
p\  aoaMMtiPi^  Adnfitnstrator 

S3S  Or  rector  "77         '         / 
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(.L  Clin' 


'Arkansas  Housing 

DhVEL.OPMENT    A.GENC 


.Mam   : .    ;  "rt-i 


LittJ*  Rocx.   >H     7,,-fli 


AtC*  has  <-WcixJn«»   ».o  fs>«i    t>i»  prep^tl   a*  r*m*l\.m  a  C*ssrit**iy   V3  pxxr/ics*  ofill* 
3*.   '.SOB  >^m  *tx*»t. 


'4s  initial  iy  «-Jscru*l  ycu  to  .■wjxl  ju»  •  :*r>*»  «.  torocfcvccrt  Qrt«*  tor  -m  *»- 
^igipstsd  nvt,nns  oT  S*.50  o*  sausr*  foot.  THj  fuasl  prcscasl  w  tat  J7.29 
jwrti>rT,*w*  .to.,  anl  •  grcss  nnMi  of  J*.AO  par  ssissts  tao*  tar  *  Issssrf 
apaas  «*  about  .&6RO  *gu*n»  f»»*t.  wtvLcn  -«-«id  cost  vaa  ^H,M)  «*.  tf»»  ,,1 1  ■  i  rsa* 
«o»...  T!*»  crbcmI  ~*  sgprsmly  toww  «J  fiy  m*iuuj*r  ianli.su  >i  i  wr- 
■tae pBUa»  w  n«  »T-spt*eis-    MK>  ccraBOTsd  in  '.a*  ij>pclU»  at  u**t  aut  Ba» 

-\     V-"  — ♦  - 

ad.  tbs  ^todlsaa  ftsnK1/  an*  tar  WW  mrst*  £**x  {«C»  sac  laaas-.^ 
«.  ths  psCyrwmsl  Is  *4*,att.     a»i.  «sv  4a  ant  has*  Wssv  qpaJot  «£" 
utility  carts.  — sVaajariUnity.  an  wpsaart  u>  past  Sl.30 

MftUltiisa  ssjr  aanrt  aw  *0^i  seuM  ts>  a 

0«s^CQs%,is>  <aua.  #7 J*»  par  yaaf  bi^ssr. 
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Dcpo  of:  Helen  Hen-   In  Re:Whitewater  2-13-96  Cr635<6.0 


1201  Q     And  your  recollection,  it  was  shortly  after 

|2I|    it  was  received? 

1221  A     Yes.  

Page  142 
Q     And  I  want  to  be  clear.  ADFA  left  the 
Madison  space  before  the  lease  term  expired:  is  that 
right?  / 

A— Yes. 

Q     And  I  just  want  to  make  sure  actually,  do 
you  recall  what  caused  that,  that  departure? 

A     Madison  quit  maintaining  the  building,  and 
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Woolen  had  growing  concerns  about  the  maintenance' 

the  building,  and  the  security  issues. 

Q     Did  he  still  have  problems  with  the  space  ? 

A     I  don't  recall  that  mat-was  an  issue  as 
much  as  it  was  that  the  maintenance  of  the  building, 
it  was  dirty. 

Q     The  security  problem  was  one  they  continued 
to  have  over  a  couple  ofvears;  is  that  right? 

A     Yes. 

MR.  OCALLAGHAN:      I  have  no  further 
questions  at  this  time. 

MR.  FROMEWICK:      I  have  just  a  couple  of 
follow-ups.  This  means  we  are  really  close  to  the 
end. 
EXAMINATION 
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BY  MR.  FROMEWICK: 

Q     Mr.  O  'Callaghan  asked  you  if  any  other 
bidders  had  been  called  into  Mr.  Mallard  '.v  office  to 
meet  you  and  you  said  no.  But  at  the  point  that  you 
met  Ms.  McQougal,  they  Keren 't  actually  a  bidder^- 


I    |9|  Q     And  he  told  you  that  in  those  words? 

I  ioi  A     I  can't  say  he  specifically  said  that  but  I 

I  1 1 1 1  knew  that  he  wanted  to.  He  was  quite  interested  in 

I  Id  it. 

I  1 1 3 1  Q     But  how  did  you  know  that  ?  The  reason  I 

i  1 14|  ask  you  that  is .  I  would  like  you .  if  you  can .  to  try 

|I5|  and  separate  what  you  knew  as  a  general  proposition . 

1 161  living  in  a  small  town,  about  whotwasfzuvuls  were 

||7|  who.  and  what  you  found  out.  specifically  Jurmg  the 

'  !'»l  performance  of  duties  of  your  job. 

II9|  And  there  is  -  it  is  not  really  a  fine 

"73J1  line.   Tlieft  IS  J  Pig  distinction  hertieen  the  two. 

|2I|  It  it  one  thing  for  - 

1221 A      It  is  hard  to  do  after  this  long  a  period 
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;    m  of  time  hasten*  by  and  to  much  has  been  said  about 

121  it  now. 

1 3 1  Q     So  back  up  if  we  can  to  that  period  of 

;    |4|  time,  yes,  you  knew  that  McDougals  and  Clinton  were 

|5|  friends,  and  you  said  you  knew  that  Mallard  was 

|6|  friends  of  the  McDougals '  ? 

|7]  A     He  was  friends  and  he  would  talk  about 

III  seeing  them  in  a  social  setting.  And  I  don't  recall 

|9|  exactly  what  he  said  to  m   when  he  told  me  that  we 

I  ioi  were  not  going  to  consider  other  proposals,  only  the 

1 1 1 1  Madison  proposals.  But  as  1  recall,  he  said  the 

1121  governor's  office  wants  us  to  lease  this  space,  and 

I  Hi  that's  the  way  it  is  going  to  be. 
(141  g~  And  you  ate  uuue  itsar  about  that? 

1 1 5|  A     That's  the  way  I  recall  it. 

161  Q     Okay.  And  just  on  one  final  note ,  from 

1 1 71  your  point  of  view,  the  space  met  all  the  needs  of 

|ll|  ADFA? : 


were  they,' you  had  never  received  a  proposal  from  <  |I9| 

them?  I  120) 

A      Right.  '  '211 

Q     So  had  this  meeting  never  taken  place,  at  .  I22| 

that  point  they  are  not  a  bidder? 

A     That's  right. 

Q     Bidders  generally  sent  you  proposals  ? 
A     Right 

Q     And  occasionally  people  that,  for  other 
reasons,  that  might  not  have  had  an  official  bid  in, 
might  meet  \ou  the  way  you  met  Ms.  McDougal  ? 
A     Yes. 

Q     Now,  when  Mallard  pretty  much  told  you  that 
|I9|    the  Madison  propbsaTwas  the  one  y6u~were~goSvJto~gTr H — [91 

|20|    with,  did  he  specifically  use  the  words  "because  the  j  1 10| 

|21|    governor  wants  this"?  1111 

1221  A     No. . Ml  2 1 

Page  144  "  !  |I3| 

III           Q     What  did  he  tell  you?  l  II4| 

121           A     He  said  the  governor's  office  wanted  us  to  |I5| 

131    lease  this  facility.  '  |I6| 

|4|            O.      Was  it  -  from  your  point  of view .  did  117) 

[51    Mallard  want  it  as  well?  !  |II| 

|6|          A     Yes.  '  ii9| 

|71            Q     And  why  did  Mallard  tell  you  he  wanted  it?  |20| 

|8|           A     He  wanted  to  support  the  McDougals  also.  1211 


A     Yes. 

MR.  FROMEWICK: 
questions. 

MR.  OCALLAGHAN 


Okay.  I  have  no  further 
1  have-(wo  more  quick 
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ones  and  that  should  be  it. 
EXAMINATION 

BY  MR.  O'CALLAGHAN: 

Q     When  you  brought  the  objections  from 
Mr.  Epes  to  Mr.  MallardTattention,  you  mentioned 
earlier  that  again  the  sentiment  was  expressed  the 
governor 's  office  wanted  to  lease  that  space:  is  that 
right? 
*— Yes: ''  \ 


Q     And  that  there  was  mention  that  the 
McDougals  and  the  Clintons  were  friends:  is  that 
right? 

A     Yes. 

Q     And  that  Mr.  Mallard  was  friends  with  the 
McDougals? 

A     Yes. 

Q     Okay.  And  with  regard  to  Mr.  Mallard 's  and 
yours  and  Mrs.  McDougal's  meetuig,  was  that  a  first 
attempt  try  Madison  to  make  a  bid  on  getting  the 
leasing  contract? 

A     Did  you  say  was  that  the  first  attempt? 


ACE-FEDERAL  REPORTERS,  INC. 


Page  141  to  Page  146 


2322 


Pynd  Raisar 
18 


MEMORANDUM 

TO:  JSS 

FROM:  LM 

DATE:  April  23,  1987 

RE:  Madison  v.  Peacock 

Our  fira  represents  Madison  Guaranty  Savings  &  Loan 
Association  ("Madison")  in  several  collection  matters  related 
to  Charles  Peacock,  III,  his  children  and  related  entities. 
We  have  been  dealing  primarily  with  Ms.  Pat  Heritage,  a  loan 
and  collection  officer  with  Madison, 

on  Tuescay,  April  21,  1987,  Ms.  Pat  Heritage  informed 
me  that  she  had  spoken  vith  Mr.'  Greg  Hopkins,  attorney  for  the 
Peacocks.   Mr.  Hopkins  informed  Ms.  Heritage  that  there  is  a 
move  undervay  to  have  our  firm  disqualified  from  representing 
Madison.   The  basis  of  the  disqualification  is  that  Jim  Guy 
Tucker  has  substantial  involvement  with  Madison  and  with 
Mr.  Jim  McDougal,  that  this  creates  a  conflict,  and  therefore, 
our  firm  should  be  disqualified. 

Mr.  Hopkins  went  on  to  explain  that  there  was  substan- 
tial wrongdoing  regarding  the  prior  administration  of  Madison, 
that  several  people  were  "going  to  go  to  prison,"  and  that  our 
firm  will  be  severely  embarrassed  when  a  full  disclosure  is 
made  and  our  firm  is  disqualified  with  potential  sanctions 
being  imposed.   Mr.  Hopkins  also  stated  that  the  matters 

HOUSE 
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regarding  the  Peacocks  and  Madison  was  getting  too  dirty  and 
he  has  considered  resigning  his  representation  of  the 
Peacocks. 

Mr.  Hopkins  further  informed  Ms.  Heritage  that  Madison 
should  seek  additional  counsel  not  only  because  of  Jia  Guy's 
conflict,  but  also  because  all  our  firm  is  doing  is  churning 
the  files  in  an  effort  to  enhance  the  amount  of  the  billings 
and  that  we  have  no  concern  for  the  ultimate  outcome  or  the 
costs  incurred  by  Madison. 

In  addition,  Mr.  Hopkins  informed  Ms.  Heritage  that  one 
or  the  loans  made  by  Madison  to  Dixie  Continental  Leasing, 
upon  which  Marcy  Taylor  has  undertaken  foreclosure  proceed- 
ings, ilic  iiivcivss  fraviduisAt  tr£r.3acticr.z.  Hr.  Ecplilna 
stated  that  a  portion  of  the  loan  proceeds  made  to  Dixie 
Continental  Leasing  went  to  Bill  Clinton's  campaign  and  that 
in  return  for  the  substantial  campaign  contribution,  Bill 
Clinton  assured  Jim  McDougal  that  a  state  agency  would  lease 
space  from  Madison  at  its  headquarters  on  Main  Street  in 
Little  Rock.   I  fail  to  see  any  conflict  with  regard  to  our 
firm  based  upon  the  Dixie  Continental/Bill  Clinton  trans- 
action, but  Mr.  Hopkins  seems  convinced  that  wrongdoing 
existed  that  would  be  imputed  to  our  firm. 

Mr.  Hopkins  further  stated  that  I  should  not  have  said 
what  I  did  in  front  of  the  Bankruptcy  Court  at  the  hearing 
held  on  Wednesday,  April  8,  198  7.   At  that  hearing  we  were 
•successful  in  having  the  Peacock  Brothers  d/b/a  The  Peacock 

HOUSE 


•3- 


2324 

Company's  Chapter  11  bankruptcy  petition  dismissed  with 
prejudice. 

I  am  of  the  opinion  that  Mr.  Hopkins  was  severely 
embarrassed  as  a  result  of  having  the  Chapter  11  dismissed 
with  prejudice  after  he  had  made  representations  to  his  client 
that  everything  would  be  taken  care  of.   Mr.  Hopkins  is  now 
apparently  attempting  to  slander  our  firm  and  making 
allegations  that  I  feel  are  wholly  unsupported  by  the  facts  in 
these  proceedings.   I  am  greatly  offended  that  Mr.  Hopkins  has 
imputed  that  Mr.  Tucker  is  seme  way  involved  with  the 
fraudulent  dealings  and  that  our  firm  is  involved  in 
misdealings. 

On  April  21,  1987,  immediately  after  discussing  this 
matter  with  Ms.  Fat  Heritage,  Tim  Grooms  and  I  discussed  the 
matter  with  Mr.  Tucker.   Jim  Guy  reassured  us  that  he  has  no 
conflict  with  regard  to  his  personal  transactions  with 
Madison.   In  addition,  Jim  Guy  informed  us  that  a  full 
disclosure  of  his  transactions  with  Madison  has  been  made  to 
the  FSLIC  and  that  the  representation  of  our  firm  has  been 
approved  by  the  FSLIC.   Jim  Guy  suggested  that  I  draft  this 
memorandum  to  inform  you  of  the  statements  made  and  to  solicit 
your  advice  regarding  the  allegations  made  by  Mr.  Hopkins. 

Please  review  the  matters  set  forth  above  and,  at  your 
convenience,  contact  either  Tim  or  myself  regarding  any 
comments  or  suggestions  that  you  may  have  to  an  effective 
resolution  of  the  matters  set  forth  herein. 

HOUSE 

cc:   Mr.  Jim  Guy  Tucker 
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While  Arkansas  governor.  Bill  Clinton  resolved  a  dispute  over  leasing  office 
space  for  state  agencies  by  confirming  a  recommendation  to  award  the  contract  to 
his  Whitewater  business  partner  over  the  repeated  objections  of  a  state  agency. 

The  President's  role,  acknowledged  last  week  by  a  Clinton  confidant  and  a 
former  state  official,  marks  the  first  known  instance  in  which  Clinton  was 
involved  in  a  state  decision  that  financially  benefited  Madison  Guaranty  Savings 
6  Loan,  which  was  owned  by  James  B.  McDougal  and  subsequently  went  broke. 

Clinton's  role  in  the  state  lease  comes  to  light  as  the  Whitewater 
independent  counsel  is  studying  an  attorney's  1987  memo  that  describes  thirdhand 
an  allegation  that  Clinton  promised  stata  lease  business  to  McDougal  in  exchange 
for  a  "substantial  campaign  contribution." 

Arkansas  records  show  Madison  Guaranty  received  three  stata  leases  worth  tens 
of  thousands  of  dollars  from  Clinton's  gubernatorial  administration  in  the 
mid-1980s.  One  lease  was  finalized  in  1984;  the  other  two  were  approved  after  a 
controversial  April,  1985,  fund-raiser  that  McDougal  hosted  for  Clinton  at 
Madison. 

Clinton's  personal  lawyer,  David  E.  Kendall,  said  that  while  Clinton 
supported  moving  state  agencies  into  the  poor  Little  Rock  neighborhood  that 
McDougal  and  others  were  refurbishing,  there  was  never  any  connection  to 
political  contributions. 

The  1987  memo's  allegation  originated  with  a  lawyer  representing  Arkansas 
businessman  Charles  Peacock  III,  a  former  Madison  official  who  at  the  time  was 
trying  to  stop  the  S&L  from  foreclosing  on  several  of  his  business  and  personal 
loans . 

Peacock's  contribution  to  Clinton  at  the  1985  fund-raiser  has  been  a  focus  of 
the  Whitewater  investigation.  He  later  was  hired  to  renovate  one  of  the 
buildings  that  received  a  state  lease. 

In  a  three-page  memo  dated  April  23,  1987,  Lance  Miller,  an  attorney  working 
to  collect  loans  overdue  to  Madison,  recounted  allegations  made  by  Greg  Hopkins, 
Peacock's  attorney.  The  memo  quotes  Hopkins  as  stating  that  some  of  the  proceeds 
from  a  loan  his  client  received  from  Madison  on  April  4,  1985,  were  diverted  as 
a  donation  to  Clinton's  campaign. 

Investigators  believe  the  donation  was  delivered  to  Clinton  at  the 
fund- raiser  later  that  day  at  Madison.  They  have  alleged  it  was  disguised  in  the 
name  of  two  other  contributors  as  part  of  a  larger  scheme  to  divert  SSL  funds  to 
Clinton's  campaign.  McDougal  and  Peacock  have  disputed  the  diversion 
allegations. 

"Mr.  Hopkins  stated  that  a  portion  of  the  loan  proceeds  made  to  Dixie 
Continental  Leasing  (Peacock's  company)  went  to  Bill  Clinton's  campaign,  and 
that  in  return  for  the  substantial  campaign  contribution.  Bill  Clinton  assured 
Jim  McDougal  that  a  state  agency  would  lease  space  from  Madison  at  its 
headquarters  on  Main  Street  in  Little  Rock,"  the  memo  said. 
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Investigators  also  have  Miller's  handwritten  notes,  which  state:  "Dixie  loan 
went  to  Clinton  campaign,  signed  lease  to  state,  a  lot  of  people  going  to 
prison! ! " 

Miller  wrote  the  memo  after  a  call  from  Pat  Heritage,  a  Madison  loan  officer 
who  heard  the  allegations  from  Hopkins. 

Miller  and  Heritage  said  this  month  that  the  memo  was  accurate  but  that  they 
believed  Hopkins'  allegations  amounted  to  posturing  to  stop  the  loan 
foreclosure.  Heritage  said  she  was  recently  questioned  extensively  about  the 
memo  by  officials  working  for  Whitewater  counsel  Kenneth  W.  Starr. 

An  individual  close  to  Clinton,  speaking  only  on  condition  of  anonymity, 
confirmed  that  Clinton  was  drawn  into  the  1984  lease  dispute  after  the  state 
housing  agency  refused  to  move  into  Madison's  headquarters.  The  move  had  been 
recommended  by  the  state  leasing  agency. 

"Two  agencies  had  disagreed,"  the  source  said.  "The  governor  decided  to  go 
with  Madison,  to  go  with  the  recommendation  of  the  State  Building  Services,  the 
expert  agency." 

Paul  Mallard,  who  ran  the  building  services  office,  said  Clinton  "never  tried 
to  influence  me." 

Wooten  Epes,  then  the  housing  agency  head,  said  he  met  with  Clinton  in  the 
governor's  office  in  1984  shortly  after  Epes  wrote  two  letters:  one  recommending 
an  alternative  site  and  the  other  rejecting  Madison  as  too  expensive  and  in  an 
undesirable  location.  He  then  appealed  to  Clinton,  who  would  not  overrule  the 
leasing  agency's  recommendation. 

"The  only  thing  I  recall  coming  from  it  was,  the  governor  was  aware  of  the 
redevelopment  in  that  part  of  town,  and  he  thought  it  would  be  good  for  the 
state  to  be  part  of  it, "  Epes  said. 

McDougal  said  he  probably  discussed  the  leases  with  Clinton. 

"I'm  not  trying  to  deny  I  might  have  said,  'Hey,  Bill,  why  don't  you  give  us 
something  for  this  area  down  here?'  "  that  was  mostly  populated  by  poor 
minorities,  McDouaal  said.  But  he  said  there  was  no  connection  to  anv  oolitical 
donations . 

The  source  close  to  Clinton  said  he  was  unaware  of  any  involvement  by 
Clinton  in  the  two  leases  awarded  after  the  fund- raiser. 

Hopkins  did  not  return  half  a  dozen  calls  seeking  comment  and  refused  to  see 
a  reporter  at  his  office.  Peacock  would  say  only  that  "I  don't  know  anything 
about"  the  memo's  contents. 
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1  to  your  attention? 

2  A      The  governor  never  said  anything  to  me  at 

3  all  about  this  lease  or  any  other  lease  that  we  made 

4  while  I  was  at  state  building  service,  4-1/2  years  or 

5  whatever  length  of  time  I  was  there. 

6  Q      Did  anyone  in  his  office  tell  you  about  a 

7  meeting  between  the  governor  and  Mr.  Epes? 

8  A      Not  that  I  can  specifically  remember,  no. 

9  Q      Do  you  have  a  general  recollection  that 

10  that  might  have  happened? 

1 1  A      Well,  it  might  have  happened,  I  don't 

12  know.    I  don't  have  any  way  of  knowing  for  sure. 

13  Q      I  am  just  trying  to  get  a  feel  for,  if  you 

14  have  a  -  just  a  general  recollection,  that  that  did 

15  occur,  but  you  can't  specifically  recall  -- 

16  A      Well,  I  can't.    It  might  have  occurred,  but 

17  I  can't,  I  just  don't  recall  anybody  calling  me 

1 8  saying  Mr.  Epes  has  met  with  the  governor  or  anything 

19  like  that. 

20  Q      Did  you  ever  see  any  written  correspondence 

21  to  that  effect? 

22  A      No. 
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1  Q      Do  you  remember  any  meetings  you  had  with 

2  Ms.  Vowell  or  Ms.  Herr  with  regard  to  the  lease,  the 

3  AHDA  lease?  Did  you  ever  say  to  her  that  one  of  the 

4  reasons  why  you  were  going  forward  with  the  lease  was 

5  because  the  McDougals  were  friends  of  the  Clintons 

6  and  there  was  a  desire  to  help  out  the  McDougals? 

7  A      No,  I  don't  specifically  remember  any 

8  conversation  like  that.   You  know,  I  am  sure  it  was 

9  assumed.   You  know,  everybody  assumed  that  everybody 

10  was  friends  with  the  governor,  you  know. 

11  Q      At  the  time  ~  during  the  time  of  this 

12  lease,  were  you  aware  that  the  McDougals  and  the 

13  Clintons  were  familiar  with  each  other? 

14  A      Why  sure,  I  knew  they  were  familiar  with 

1 5  each  other.    Everybody  that  was,  you  know,  in 

16  business,  and,  you  know,  I  think  I  have  seen  him  at 

17  fundraisers  and  various  other  things  or  seen  Jim  at 

18  those.   And  Mr.  McDougal  has  been  in  politics  ever 

19  since  he's  been  a  little  boy,  so  I  knew  that  — 

20  everybody  knows  everybody  here  in  Arkansas. 

21  Q      Well,  sir,  did  you  know  that  during  the 

22  time  of  this  lease,  that  —  were  you  aware  that  the 


Ms.   Margaret   Carter  came  by 

McDougaL,   and  was  referred 

Guy  Berry.   She  is  interested  in  leasing  space  for  lan 

art   studio,   possibly  upstairs  at  1300  Main.    She  can 

afford  approximately  $500  per  month,  plus  utilities,  for 

comparable  floor  space.    If  not  at   1300  Main,   thjen 

something  similar. 

She   can  be  reached  at  664-1136  before  4:00  p.m.   todi 
and  will  be  returning  Friday. 

Can  you  help  her? 
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Checks  Received  in  Connection  with  the  1985  Fundraiser 


Name  Appearing  on 
Check 

Check 
Amount 

Check 
Date 

Comments 

Jim  Guy  Tucker 
(County  Cable  TV) 

1,000 

4/4/85 

MG  Counter  Check 
Memo:  "Contribution" 

J.W.  Fulbright 

3,000 

4/4/85 

MG  Cashier's  Check  #2496 

Eugene  or  Alice  Harris 

1,000 

4/10/85 

Is/  Alice  Harris 

David  Henley 

1,000 

4/4/85 

MG  Check 

James  Henley 

1,000 

4/3/85 

MG  Check 

Larry  Kuca 

1,000 

4/4/85 

Dean  Landrum  (Dene) 

3,000 

4/4/85 

MG  Cashier's  Check  #2498 

James  McDougal 

3,000 

4/4/85 

MG  Check 

/s/  Susan  McDougal 

Ken  Peacock 

3,000 

4/4/85 

MG  Cashier's  Check  #2497  | 

Brett  Pharis 

1,000 

4/4/85 

MG  Counter  Check 

Robert  or  R.R.  Randolph 

1,000 

4/4/35 

1st  Robert  Randolph 

Steven  Smith 
(Smith  Import,  Inc.) 

2,000 

4/4/85 

MG  Check 

Chris  or  Rosalee  Wade 

2,000 

4/4/85 

R.D.  Randolph 

(West  Ark.  Constr.  Co.) 

2,000 

4/4/85 

Henry  Hamilton 

2,000 

4/4/85 

MG  Check 

Pat  Harris 

1,500 

4/4/85 

MG  Check 

John  Latham 

2,000 

4/4/85 

MG  Counter  Check 
Memo:  "00154182" 

Nathan  Lubin 

1,000 

5/14/85 

Rec'd  5/3/85  thank  you  Itr 

TOTAL 

31,500 

N.B.:  In  a  Wall  Street  Journal  article,  Don  Denton  says  he  donated  $500. 
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Jor.n  Latr.aa 
"3CM:         J  la  Mc2cugal 

Have   Charles    Peacock    execute    the   S' 

air   conditioners.      Have   r.ia   carry 

as   well   as   a   stancara  Cffer  ar.c  Acceptance    fora  with   hia   for 

r.e   ana  his  wife.    Ju-y.    to    execute. 

Haae   rtia  resign    f.-sa   tr.e   5cart.    ar.c.   io   r.oz    fund   the  S50.CCC 
loan.      Tell  hia   I   will   call   "la   aocut    it   Friday. 
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INVESTIGATION  OF  WHITEWATER 

DEVELOPMENT  CORPORATION 

AND  RELATED  MATTERS 


THURSDAY,  APRIL  25,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  10:00  a.m.,  in  room  216  of  the  Hart  Sen- 
ate Office  Building,  Senator  Alfonse  M.  D'Amato  (Chairman  of  the 
Committee)  presiding. 

OPENING  COMMENTS  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  The  Committee  will  come  to  order. 

Ms.  Betsey  Wright  would  you  please  stand  for  the  purposes  of 
taking  the  oath? 

[Witness  sworn.] 

The  Chairman.  Ms.  Wright,  we  would  be  pleased  to  take  any 
statement  you  might  have  at  this  time. 

SWORN  TESTIMONY  OF  BETSEY  WRIGHT 

FORMER  CHIEF  OF  STAFF  FOR  GOVERNOR  CLINTON 

ACCOMPANIED  BY:  ALAN  M.  COHEN,  ESQ. 

O'MELVENY  &  MYERS,  NEW  YORK,  NY 

Ms.  WRIGHT.  Thank  you.  I  appreciate  the  opportunity  to  share 
some  thoughts  I  scribbled  down  last  night  while  trying  to  sleep. 

I  have  now  given  nigh  on  to  a  jillion  hours  of  testimony  to  this 
Committee,  and  most  of  the  questions  put  to  me  were  repetitive 
and  duplicative.  I  find  myself  trying  to  assess  why  I  am  therefore 
here  today.  I  have  only  come  up  with  two  possibilities  so  far: 

One  is  that  perhaps  you  have  no  confidence  in  Mr.  Giuffra,  the 
Chief  Counsel  of  the  Senate  Banking  Committee,  who  took  my  tes- 
timony. Any  lack  of  faith  in  him  is  unfounded.  He  is  incredibly 
thorough  and  tedious. 

[Laughter.] 

I  noticed  only  one  shortcoming  of  his.  While  both  he  and  I  experi- 
enced frustrations  about  details  I  couldn't  remember  from  10  and 
12  years  ago,  he  had  frequent  memory  lapses  about  things  he  had 
asked  me  only  hours  before.  I  recognize  that  his  days  are  overly 
full,  stressful,  and  exhausting.  All  of  our  days  10  and  12  years  ago 
were  every  bit  as  varied,  full,  stressful,  and  challenging,  only  we 
didn't  come  close  to  anything  like  a  single  focus. 
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My  second  theory  is  that  perhaps  my  previous  testimony  was  re- 
ceived sort  of  as  an  audition  for  this  hearing  appearance.  That  pos- 
sibility is  inconsistent  with  the  Committee's  goal  of  fact-finding  and 
information  gathering  which  is  occurring  in  a  limited  timeframe.  It, 
rather,  indicates  to  me  political  motives  for  public  display. 

I  have  experienced  cavalier  and  careless  Committee  procedures 
and  testimony,  a  shedding  of  them,  and  I  will  give  you  two  exam- 
ples. First,  Mr.  Chertoff  in  questioning  another  witness  falsely 
characterized  a  trip  that  I  made  to  Little  Rock  as,  "A  trip  to  search 
for  Whitewater  records."  I  have  never  made  such  a  trip.  The  second 
example  is  that  an  Associated  Press  reporter  called  me  after  being 
shown  confidential  documents  provided  this  Committee  under  sub- 
poena, a  viewing  he  was  given  along  with  false  and  negative  char- 
acterizations of  the  documents.  I  believe  that  this  was  done  by  a 
Member,  or  staff  of  the  Committee,  or  the  staff  of  a  Member.  These 
actions  point  to  a  lack  of  respect  for  procedures  and  more  toward 
a  political  tack. 

I  am  not  going  to  challenge  my  subpoena  to  appear  here,  in  spite 
of  having  already  testified,  because  I  know,  though  I  am  now  a  pri- 
vate citizen,  some  Members  of  this  Committee  would  try  to  link  my 
resistance  to  the  President. 

I  want  to  share  with  you  two  of  many  observations  I  have  to 
make  about  political  figures. 

The  first  is  that  in  your  duties,  in  the  course  of  your  duties  and 
campaigning,  you  get  to  make  more  "friends"  than  most  people,  al- 
though you  probably  don't  have  more  close  personal  friends  than 
anybody  else.  The  downside  for  you  is  that  the  mere  association 
with  troubled,  or  troublesome,  or  in  trouble,  or  exaggerating  friends 
lends  itself  to  guilt  by  association,  something  which  has  probably 
happened  unfairly  to  every  Member  of  this  Committee,  and  yet 
something  which  some  Members  of  this  Committee  have  tried  to 
smear  the  President  with  day  after  day. 

My  second  observation  is  that  from  time  to  time,  political  contrib- 
utors give  money  which  may  have  come  from  questionable  sources. 
Senator  D'Amato  certainly  had  an  experience  with  that  in  the  not- 
too-distant  past.  Senator  Dole  is  under  scrutiny  for  it  now.  I  don't 
believe  even  for  a  microsecond  that  either  Senator  had  reason  to 
know  about  the  infractions  committed  by  those  contributors. 

If  there  are  problems  about  the  source  of  money  which  Bill  Clin- 
ton received  at  the  1985  fundraiser  held  at  Madison  Guaranty,  he 
should  receive  the  same  benefit  of  the  doubt  Senator  D'Amato  and 
Senator  Dole  asked  of  the  rest  of  us.  They  don't  approve  of  infrac- 
tions. Bill  Clinton  nor  I  approve  of  such  infractions. 

The  12  years  I  worked  for  Bill  Clinton  as  his  Campaign  Man- 
ager, Chief  of  Staff,  State  Democratic  Party  Chair,  Deputy  Chair 
of  the  Presidential  Campaign,  were  glorious  years  providing  me 
rare  opportunities  to  learn  and  to  do.  I  am  proud  that  I  had  a 
major  role  in  a  Clinton  Administration  which  provided  great  and 
progressive  leadership  to  the  incredibly  wonderful  State  of  Arkan- 
sas, which  is  filled  with  fabulous  Americans,  all  images  this  Com- 
mittee's work  obscures. 

Having  said  all  this,  I  thank  you  for  allowing  me  to  share  these 
thoughts  and  I  will  now  attempt  to  answer  any  further  questions 
you  have  for  me. 


tha 
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The  Chairman.  Thank  you,  Ms.  Wright. 

Let  me  say  that  I  think  you  have  made  a  number  of  very  valid 
observations,  but  let  me  also  assure  you,  first,  that  we  do  take 
depositions.  We  are  going  to  try  to  cut  down  on  them  because  of 
time  and  cost.  It  is  not  unusual  to  have  someone  come  in  and  give 
depositions  privately  before  we  then  take  public  testimony. 

Second,  there  certainly  has  not  been  a  conscious  attempt  by  this 
Committee  to  in  any  way  demean  the  State  of  Arkansas  or  its  peo- 
ple. That  just  simply  has  not  been. 

Third,  we  are  really  attempting  to  get  the  facts  as  best  we  can. 
No  one  here  that  I  am  aware  of  has  made  any  public  statements 
as  it  relates  to  particular  acts — fundraising  activity,  et  cetera — that 
is  part  of  the  scope,  and  I  don't  believe  as  it  related  to  the  hearings 
that  were  conducted  yesterday  that  anyone  suggested  that  the 
President,  then-Governor,  was  aware  of  what  may  or  may  not  have 
been  improper  conduct  on  the  part  of  fundraisers. 

Certainly,  the  facts  demonstrate  some  unusual  activity — let's 
characterize  that  basically — that  came,  it  would  seem  to  me,  from 
Mr.  McDougal  and  a  number  of  his  employees,  but  I  think  you  very 
aptly  pointed  out,  and  did  a  very  admirable  and  a  very  credible  job, 
in  setting  forth  that  this  is  a  situation  that  no  one  should  attempt 
to  say,  well,  you  see,  this  is  something  that  the  President  himself 
was  involved  in,  nor  was  that  undertaken  yesterday.  But  I  cer- 
tainly appreciate  your  sentiments  and  we'll  see  if  we  can't  move 
this  process  quickly  and  expeditiously,  gathering  the  facts  that  is 
our  charge. 

Mr.  Chertoff. 

Mr.  Chertoff.  Ms.  Wright,  you  were  Chief  of  Staff  to  Governor 
Clinton  for  about  10  years?  Right? 

Ms.  Wright.  Seven  years. 

Mr.  Chertoff.  From  1983  to  1990? 

Ms.  Wright.  Correct. 

Mr.  Chertoff.  You  also  ran  Governor  Clinton's  campaigns  dur- 
ing that  period  of  time? 

Ms.  Wright.  In  1982,  1984,  and  1986. 

Mr.  CHERTOFF.  You  did  not  run  his  campaign  in  1990? 

Ms.  Wright.  I  did  not. 

Mr.  Chertoff.  When  you  were  his  Chief  of  Staff,  pretty  much 
every  piece  of  paper  that  came  to  him  crossed  your  desk  first;  is 
that  right? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  Do  you  think  there's  any  area  of  his  activities  as 
Governor  about  which  you  were  unaware? 

Ms.  Wright.  It  is  unlikely.  There  have  got  to  be  some  things  I 
was  unaware  of. 

Mr.  Chertoff.  But  you  made  it  your  business  to  keep  track 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  — of  his  activities? 

Ms.  Wright.  That  was  my  job. 

Mr.  Chertoff.  Part  of  your  job,  in  fact,  was  to  look  out  for  him; 
right? 

Ms.  Wright.  Surely. 

Mr.  Chertoff.  You  want  to  protect  his  interests;  right? 

Ms.  Wright.  Surely. 
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Mr.  Chertoff.  You  want  to  protect  his  reputation? 

Ms.  Wright.  Surely. 

Mr.  Chertoff.  You  want  to  see  that  his  agenda  gets  carried  out? 

Ms.  Wright.  Surely. 

Mr.  Chertoff.  That  was  all  part  of  your  job  description? 

Ms.  Wright.  Surely. 

Mr.  Chertoff.  Now,  Mr.  McDougal  also  had  been  a  member  of 
the  Governor's  staff  in  his  first  term;  right? 

Ms.  Wright.  That's— Yes,  sir. 

Mr.  Chertoff.  You  knew  Mr.  McDougal? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  Mr.  McDougal  was  a  campaign  contributor  on  oc- 
casion; right? 

Ms.  Wright.  Rarely. 

Mr.  Chertoff.  He  held  a  1985  fundraiser;  right? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  That  was  a  fundraiser  that  was  designed  to  retire 
a  campaign  debt  that  the  President  had  taken  out  personally  the 
previous  year? 

Ms.  Wright.  It  was  a  fundraiser  to  raise  political  money. 

Mr.  Chertoff.  Part  of  which  was  designed  to  retire  an  outstand- 
ing debt 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  — the  President  had  incurred  the  previous  year; 
is  that  right? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  Now,  you  also  knew  Mr.  McDougal  had  other  re- 
lationships with  Governor  Clinton;  right? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  You  knew  he  had  a  social  relationship  with  him? 

Ms.  Wright.  I  am  unaware  that  he  did. 

Mr.  Chertoff.  You  knew  that  they  were  business  partners? 

Ms.  Wright.  I  am  aware  that  the  Clintons  were  investors  in  a 
one-business  development  operation  with  him. 

Mr.  Chertoff.  And  that's  called  "Whitewater  Development"? 

Ms.  Wright.  Correct. 

Mr.  Chertoff.  How  did  you  first  hear  about  that? 

Ms.  Wright.  I  oversaw  the  filing  of  the  Governor's  annual  disclo- 
sure forms,  and  that  was  always  listed,  and  I  did,  I  guess,  on  the 
first  one  ask  him  what  Whitewater  Development  was,  and  he  said 
it  was  a  real  estate  investment  with  Jim  McDougal. 

Mr.  Chertoff.  Now,  of  course,  the  forms  themselves  don't  indi- 
cate on  their  face  that  Jim  McDougal  was  involved  in  the  invest- 
ment; right? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  All  they  show  is  an  investment  in  the  Whitewater 
Development  Corporation? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  The  forms  also  don't  show  how  much  money  each 
of  the  investors  in  Whitewater  contributed;  right? 

Ms.  Wright.  No,  sir. 

Mr.  Chertoff.  Did  you  ever  find  out  how  much  money  each  in- 
vestor was  contributing? 

Ms.  Wright.  No,  sir. 
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Mr.  Chertoff.  Did  you  ever  ask? 

Ms.  Wright.  No,  sir. 

Mr.  Chertoff.  Now,  I  assume  as  part  of  your  job  duties,  again, 
in  assisting  the  Governor  and  looking  out  for  his  interests,  was  to 
make  sure  he  didn't  get  himself  into  any  situations  that  created  ei- 
ther actual  or  apparent  conflicts  of  interest;  right? 

Ms.  Wright.  Probably  more  often  to  make  sure  other  people  did 
not  put  him  into  those  situations. 

Mr.  Chertoff.  Because  you  understand  integrity  is  an  important 
principle  in  Government;  right? 

Ms.  Wright.  It  certainly  is. 

Mr.  Chertoff.  You  were  committed  to  that? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  So  you  wanted  to  make  sure  that  he  didn't  get 
into  situations  where  someone  might  question  his  integrity;  right? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  And 

Ms.  Wright.  He — that's  not  something  I  imposed  upon  him.  He 
was  very  concerned  and  committed  to  avoiding  any  improper  ap- 
pearances. 

Mr.  Chertoff.  But  in  your  own  responsibilities,  you  understood 
that  was  a  significant  part  of  your  responsibility  to  make  sure  that 
nothing  arose  that  would  put  the  Governor  in  a  position  where  he 
would  have  a  conflict  of  interest;  right? 

Ms.  Wright.  Yes,  but 

Mr.  Chertoff.  Now,  you  knew  that  Mr.  McDougal  was  in  the 
1980's,  among  other  things,  a  banker  and  savings  and  loan  execu- 
tive; right? 

Ms.  Wright.  Correct. 

Mr.  Chertoff.  In  fact,  is  it  fair  to  say  that  Mr.  McDougal  was, 
at  least  in  the  period  of  the  early  1980's,  a  pretty  prominent  figure 
and  a  pretty  noticeable  figure  around  Little  Rock? 

Ms.  Wright.  I  think  that's  a  slight  exaggeration. 

Mr.  Chertoff.  He  was  a  colorful  figure? 

Ms.  Wright.  He  was  colorful  to  people  who  knew  him  and  saw 
him,  but  not  everybody  did. 

Mr.  Chertoff.  What  was  Mr.  McDougal's  reputation  in  the  early 
1980's? 

Ms.  Wright.  I  can  only  speak  for  my  impressions  of  him,  that 
he  was  a  Yellow  Dog  Democrat;  that  he  was  a  story-teller;  that  he 
had  a  great  appreciation  for  history;  and  that  he  seemed  to  be  in- 
creasingly personally  shakey — perhaps  ill. 

Mr.  Chertoff.  This  was  in  the  early  1980's  he  seemed  ill  to  you? 

Ms.  Wright.  Well,  I — I  didn't — I  went  to  Arkansas — I  don't  know 
that  I  met  him  until — yeah,  early  1980's;  yes. 

Mr.  Chertoff.  When  you  first  heard  from  Governor  Clinton 
about  this  Whitewater  investment,  you  understood  that  McDougal, 
because  he  was  an  executive,  or  actually  the  owner  of  a  bank  and 
later  of  a  savings  and  loan,  would  have  business  with  the  State  of 
Arkansas;  right? 

Ms.  Wright.  What  type  of  business? 

Mr.  Chertoff.  Well,  the  State  regulates  banks,  doesn't  it? 

Ms.  Wright.  State  banks. 

Mr.  Chertoff.  Does  the  State  regulate  savings  and  loans? 
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Ms.  Wright.  State  savings  and  loans. 

Mr.  Chertoff.  Do  you  have  an  understanding  that  in  his  capac- 
ity first  as  the  owner  of  Madison  Bank  and  Trust,  and  then  Madi- 
son Savings  &  Loan,  Mr.  McDougal  might  have  business  with  the 
State  regulators? 

Ms.  Wright.  I  don't  know  that  I  thought  of  it.  I  think  all  finan- 
cial institutions  did;  yes. 

Mr.  Chertoff.  Did  you  ever  discuss  with  Governor  Clinton  tak- 
ing steps  to  make  sure  that  there  was  some  kind  of  separation  be- 
tween any  decisions  the  Governor  might  make  in  Mr.  McDougal's 
case,  or  between  the  Governor  and  any  decision  that  had  to  be 
made  with  respect  to  Mr.  McDougal's  interests? 

Ms.  Wright.  I  can  see  no  reason  why  he  would. 

Mr.  Chertoff.  Did  you  ever  ask  whether  the  nature  of  Mr. 
McDougal's  business  relationship  with  the  Governor  involved 
money  moving  back  and  forth  between  them? 

Ms.  Wright.  Will  you  ask  me  that  again? 

Mr.  Chertoff.  I'll  rephrase  the  question,  Ms.  Wright.  When  you 
discussed  with  the  Governor  the  Whitewater  investment,  what  did 
the  Governor  tell  you  was  the  nature  of  the  investment? 

Ms.  WRIGHT.  That  it  was  a  real  estate  investment. 

Mr.  Chertoff.  Did  the  Governor  tell  you  he  had  put  money  into 
the  investment? 

Ms.  Wright.  No.  I  think  it  was  inherent  to  the  description  of  it 
and  the  fact  that  we  listed  it  on  the  disclosure  form. 

Mr.  Chertoff.  Well,  did  you  list  on  the  disclosure  form  the 
amount  of  money  that  the  Governor  put  into  the  investment? 

Ms.  Wright.  The  disclosure  forms  didn't  call  for  that. 

Mr.  Chertoff.  Did  you  ask  the  Governor  whether  Mr.  McDougal 
was  putting  money  into  the  investment? 

Ms.  Wright.  I  didn't.  I 


Mr.  Chertoff.  There  was  nothing 

Mr.  Cohen.  Excuse  me.  She  hasn't  finished  her  answer. 

Mr.  Chertoff.  I'm  sorry.  Go  ahead. 

Ms.  Wright.  It  was  of  no  concern  to  me  what  Mr.  McDougal's 
business  was. 

Mr.  Chertoff.  Now  after  you  first  learned  about  this  invest- 
ment, did  you  have  other  discussions  with  the  Governor  over  time 
concerning  his  business  relationship  with  Mr.  McDougal? 

Ms.  Wright.  [Consults  counsel. 1 

I  am  certain  I  did.  Usually  when  it  was  brought  up  by  other  peo- 
ple. I  think,  Mr.  Chertoff,  the  point  that  I  have  not  inserted  into 
my  answers  of  your  questions  but  which  is  inherent  to  your  ques- 
tions is  that  we  did  not  treat  Jim  McDougal  with  any  more  def- 
erence or  differently  than  any  other  businessman. 

Mr.  Chertoff.  My  question  was  a  little  different,  Ms.  Wright. 
We  will  get  to  the  treatment  of  Mr.  McDougal  in  the  second  place, 
but  first  I  want  to  deal  with  the  issue  of  the  nature  of  this  business 
relationship.  Did  you  come  to  learn  during  the  1980's  that  there 
was  a  debt  that  Mr.  Clinton  shared  with  Mr.  McDougal  for  the  ini- 
tial investment  in  Whitewater;  that  there  was  liability  to  a  bank 
on  that  initial  investment? 

Ms.  Wright.  I  was  aware  that  the  Clintons  regarded  their  in- 
vestment in  Whitewater  as  a  losing  proposition  and  one  which  they 


2347 

were  anxious  to  be  extricated  from  during  the  entire  time  I  was 
there. 

Mr.  Chertoff.  You  knew  that  in  the  early  1980's? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  From  whom? 

Ms.  Wright.  From  the  Clintons. 

Mr.  Chertoff.  So  the  Clintons  told  you  in  the  early  1980's  that 
they  regarded  Whitewater  as  a  losing  investment  and  they  wanted 
to  be  extricated  from  it? 

Ms.  Wright.  Either  that,  or  I  inferred  it  from  a  tone  of  voice,  or 
from  a  conversation  that  I  was  present  for.  I  don't  know  whether 
they  specifically  said  that  to  me,  but  I  very  much  had  that  impres- 
sion from 

Mr.  Chertoff.  Did  they  tell  you  that,  because  it  was  a  losing  in- 
vestment, there  was  difficulty  in  making  payments  to  the  bank  on 
the  loans  on  the  investment? 

Ms.  Wright.  You  know,  I  don't  think  I  ever  focused  that  they 
had  a  responsibility.  My  understanding  was  that  Mr.  McDougal 
was  in  charge  of  running  the  company,  and  that  the  making  pay- 
ments, paying  taxes,  filing  reports,  were  his  responsibility.  And 
there  was  an  occasion  or  two  over  the  years  when  I  became  con- 
cerned that  he  was  not  doing  that,  and  I'm  certain  that  if  I  was 
concerned,  they  were  doubly  concerned. 

Mr.  Chertoff.  Well,  how  did  you  become  concerned  that  Mr. 
McDougal  wasn't  taking  care  of  the  payments  on  the  Whitewater 
investment?  How  did  you  come  to  be  aware  of  that? 

Ms.  Wright.  I  believe — I'm  not  going  to  be  able  to  remember  spe- 
cifics— a  lot  of  these  are  impressionistic — but  I  believe  that  in  fact 
once  there  was  a  listing  in  a  newspaper  about  a  delinquent  tax  bill 
for  the  company.  I  believe  that  the  Clintons  once  were  notified 
about  a  late  payment  on  a  bank  loan  by  the  company. 

Mi.  Chertoff.  And  on  each  of  these  occasions,  you  got  the  im- 
pression from  the  Clintons  that  they  just  wanted  to  get  out  of  the 
investment?  Is  that  right? 

Ms.  Wright.  Yes,  that  they  viewed  it  as  a  losing  proposition. 
Now,  I  have  to  say  to  you  that  I  think  most  of  Jim's  friends  were 
very  concerned  about  him.  And  it's  always  very  difficult  for  people 
who  are  concerned  for  friends  how  you  deal  with  being  supportive 
of  them,  and  hoping  that  they  get  better,  versus  taking  care  only 
of  yourself  and  describing  whether  or  not  that  is  merely  selfish.  So 
it  was  not  so  easy  as  just  shut  the  books. 

Mr.  Chertoff.  So  in  the  early  1980's,  your  understanding  is,  the 
Clintons  felt  this  was  a  losing  investment;  they  wanted  to  get  out 
of  it;  but  they  also  felt  that  Mr.  McDougal  was  a  little  mentally  un- 
stable and  they  were  concerned  about  not  doing  anything  to  injure 
him?  Is  that  your  testimony? 

Ms.  Wright.  Well,  I  don't  know  that  I  would  describe  it  as  "men- 
tally unstable."  It  became  obvious  in  later  times  that  this  was  a 
part  of  the  illness,  but  I  think  he  had — he  just  seemed  to  be  ill. 

Mr.  Chertoff.  Did  you  know  during  this  period  of  time  that 
Mrs.  Clinton  and  her  law  firm  were  representing  Mr.  McDougal 
and  Mr.  McDougal's  savings  and  loan? 

Ms.  Wright.  During  which  period  of  time? 

Mr.  Chertoff.  In  the  early  1980's. 
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Ms.  Wright.  No,  sir,  I  don't  believe  I  did. 

Mr.  Chertoff.  The  Governor  never  said  to  you,  "Listen,  Betsey, 
you  ought  to  be  aware  that  Hillary's  law  firm  is  doing  some  busi- 
ness, or  doing  some  legal  work  for  Madison  Savings  &  Loan"? 

Ms.  Wright.  In  the  early  1980's? 

Mr.  Chertoff.  Meaning  up  until  1986.  The  first  half  of  the 
1980's. 

Ms.  Wright.  It  is  very  difficult,  as  I'm  sure  you  can  appreciate, 
Mr.  Chertoff,  for  me  to  separate  what  I  knew  contemporaneously 
from  what  I  learned  or  dealt  with  or  knew  subsequently.  So  obvi- 
ously I'm  aware  that  the  Rose  Law  Firm  represented  Madison. 

Mr.  Chertoff.  I  don't  want  to  talk  now  about  what  you  learned 
during  the  campaign,  or  what  you  learned  in  recent  years.  I  want 
to  know  what  you  were  told  by  the  Governor  or  Mrs.  Clinton  at  the 
time  while  you  were  Chief  of  Staff,  while  you  were  so-to-speak  the 
gatekeeper  with  responsibility  for  monitoring  all  the  paper  in  and 
out  of  the  Governor's  office,  what  you  knew  at  that  time  and  what 
you  were  told  by  the  Clintons  about  the  nature  of  their  relationship 
with  Jim  McDougal. 

At  the  time  in  the  period  before  mid- 1986,  before  Mr.  McDougal 
was  kicked  out  of  the  savings  and  loan,  did  you  know  from  the 
Clintons  that  Mrs.  Clinton's  law  firm  and  Mrs.  Clinton  herself  were 
doing  work  for  Jim  McDougal's  savings  and  loan? 

Ms.  Wright.  I  don't  think  I  did.  I  don't  think  I  did.  But  back  to 
the  nature  of  their  relationship) 

Mr.  Chertoff.  I  just  want  to  make  sure  we  have  this  answer. 
So  you  were  not  told,  as  far  as  you  can  remember  at  the  time 

Ms.  Wright.  The  problem  with  your  questions  is  that  they  come 
on  the  tail  end  of  a  long  statement  of  other  points,  and  it  is  difficult 
for  me  to  respond  to  your  statements  and  also  your  questions. 

Mr.  Chertoff.  I  will  be  real  sharp.  The  question  is:  At  the  time, 
were  you  told  by  the  Governor  or  Mrs.  Clinton  that  Mrs.  Clinton 
and  her  law  firm  were  doing  legal  work  for  Jim  McDougal  and  his 
savings  and  loan? 

Ms.  Wright.  I  don't  believe  so,  Mr.  Chertoff. 

Mr.  Chertoff.  Did  there  ever  come  a  point  in  time,  again  keep- 
ing your  attention  focused  on  the  early  to  let's  say  mid- 1980's,  that 
you  became  concerned  about  this  business  relationship  between  the 
Clintons  and  the  McDougals  spilling  over  or  touching  upon  any  of 
the  official  activities  that  the  Governor  or  his  appointees  were  un- 
dertaking? 

Ms.  Wright.  Well,  I  mean  I  know  that  this  Committee  has  dealt 
with  a  note  that  I  wrote  to  the  Governor  at  one  point,  and  I  assume 
that  that's 

Mr.  Chertoff.  No.  Ms.  Wright,  I  think  your  counsel  will  advise 
you  that  you  are  better  off  not  assuming  or  trying  to  guess  where 
I  am  going,  but  just  concentrate  on  the  question. 

My  question  is:  At  some  point  during  the  early  to  mid- 1980's,  did 
you  become  aware  of  or  concerned  about  any  intermingling  between 
the  private  business  relationship  that  Mr.  McDougal  and  the  Clin- 
tons had  and  any  official  activities  undertaken  by  the  State  of  Ar- 
kansas? 
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Mr.  COHEN.  Mr.  Chertoff,  I  think  that  is  precisely  the  question 
she  was  trying  to  answer,  and  in  doing  so  with  respect  to  a  particu- 
lar document  that  evidences  that  concern. 

Mr.  Chertoff.  Can  you  answer  the  question,  Ms.  Wright? 

Ms.  Wright.  It's  a  whole  lot  of  questions,  isn't  it? 

The  Chairman.  Let's  start  it  again.  Mr.  Chertoff,  try  and  narrow 
it  so  that  the  witness  can  be  responsive  without  a  statement. 

Mr.  Chertoff.  Do  you  know  an  individual  named  Marlin  Jack- 
son? 

Ms.  Wright.  I  do. 

Mr.  Chertoff.  Marlin  Jackson  was  the  Bank  Commissioner  in 
1985? 

Ms.  Wright.  Yes. 

Mr.  Chertoff.  In  Arkansas. 

Ms.  Wright.  I  don't  remember  the  exact  years,  but  he  was  the 
Bank  Commissioner,  yes. 

Mr.  Chertoff.  And  he  was  appointed  by  Governor  Clinton? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  He  was  a  friend  of  Governor  Clinton's? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  He  was  a  former  banker  himself;  right? 

Ms.  Wright.  Yes,  sir. 

Mr.  CHERTOFF.  Now  did  you  know  in  1985,  that  as  part  of  this 
Whitewater  investment  the  Clintons  had  taken  out  a  personal  loan 
to  finance,  I  guess,  a  display  home  on  a  particular  lot  up  at  White- 
water? 

Ms.  Wright.  I  didn't  know  the  purpose  of  the  loan.  I  did  know 
that  they  had  taken  out  a  loan.  After  the  fact,  I  learned  this,  that 
they  had  taken  out  a  loan  which  was  involved  in  helping  cover 
some  of  the  financial  development  of  Whitewater  Development. 

Mr.  Chertoff.  And  that  again  would  be  connected  with  their 
business  relationship  with  Mr.  McDougal;  right? 

Ms.  Wright.  Correct. 

Mr.  Chertoff.  When  did  you  first  learn  about  that  loan? 

Ms.  Wright.  I  don't  know  when  I  first  learned  about  it.  My  first 
conscious  memory  of  knowing  about  it  was  when  the  Bank  Com- 
missioner notified  us  I  think  that  the  loan  was  delinquent. 

Mr.  Chertoff.  Now  that's  Mr.  Jackson,  who  is  the  Bank  Com- 
missioner? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  Mr.  Jackson  notified  you  that  the  loan  was  delin- 
quent? 

Ms.  Wright.  I  think  it  was  at  his  bank,  was  it? 

Mr.  Chertoff.  Well,  it  was  at  his  former  bank. 

Ms.  Wright.  Yes. 

Mr.  Chertoff.  When  he  was  serving  as  Bank  Commissioner,  he 
notified  you  that  the  Clintons'  loan  was  delinquent? 

Ms.  Wright.  I  believe  that's  correct;  yes. 

Mr.  Chertoff.  Did  he  tell  you  how  he  came  to  learn  about  that? 

Ms.  Wright.  I  assume  he  learned  it  from  his  bank. 

Mr.  Chertoff.  Was  it  your  understanding  from  Mr.  Jackson,  the 
Bank  Commissioner,  that  his  old  bank  had  called  him  up  and  com- 
plained about  the  fact  that  there  was  a  problem  with  this  personal 
loan  the  Clintons  had  taken  out? 
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Ms.  Wright.  Yeah. 

Mr.  Chertoff.  Then  what  did  you  do  after  Mr.  Jackson  brought 
this  problem  to  your  attention? 

Ms.  Wright.  Well,  I  don't  remember  exactly  how  it  was  brought 
to  my  attention.  Obviously,  then  the  only  goal  I  had  was  to  make 
certain  that  the  accounts  were  brought  up  to  date. 

Mr.  Chertoff.  Did  you  do  that? 

Ms.  Wright.  I  mean,  I  didn't  pay  the  bills;  no,  sir. 

Mr.  Chertoff.  Did  the  Governor  pay  the  bill? 

Ms.  Wright.  I  don't  know. 

Mr.  CHERTOFF.  And  did  you  talk  to  the  Governor  about  paying 
the  bill? 

Ms.  Wright.  I  was  satisfied  that  attention  had  been  given  to  it 
to  take  care  of  it;  yes. 

Mr.  Chertoff.  Well,  how  was  it  taken  care  of? 

Ms.  Wright.  I  don't  know  that.  I  didn't  handle  their  private  fi- 
nances, Mr.  Chertoff.  They  were  too  paltry. 

Mr.  Chertoff.  Wasn't  this  taken  care  of  by  the  Bank  Commis- 
sioner writing  an  official  letter  on  Bank  Commissioner  stationery 
telling  the  bank  that  they  should  extend  the  loan? 

Ms.  Wright.  I  know  that  I  received — that  in  my  deposition  that 
your  staff  showed  me  a  letter  that  Mr.  Jackson  had  written  on  offi- 
cial bank  stationery,  and  I  don't  remember  who  it  was  to  or  from, 
which  had  to  do  with  the  Clintons'  loan,  or  the  Whitewater  loan, 
or  whoever's  loan  it  was.  The  first  thing  that  struck  me  was  how 
inappropriate  for  this  to  be  written  on  official  State  letterhead. 

Mr.  CHERTOFF.  Because  we  will  agree  that,  as  you  just  said,  this 
issue  involving  the  Clintons'  private  loan  was  a  matter  of  private 
business;  right? 

Ms.  Wright.  Absolutely. 

Mr.  Chertoff.  Not  the  kind  of  thing  that  a  State  official  would 
take  an  official  interest  in  on  behalf  of  the  Governor;  right? 

Ms.  Wright.  The  letter  should  not  have  been  on  State  letter- 
head, but  I'm  not  certain  what  Mr.  Jackson's  ongoing  relationship 
to  that  bank  was.  I'm  not  certain  that  he  was  extricated  from  that 
bank. 

Mr.  Chertoff.  Well,  let  me- 


Ms.  Wright.  I  don't  remember  what  the 

Mr.  Chertoff.  Let's  put  the  letter  up. 

The  Chairman.  Could  we  see  that  the  witness  has  a  copy  of  this, 
please? 

Mr.  Chertoff.  Yes.  We  are  going  to  hand  her  a  letter  dated  No- 
vember 1,  1985,  on  Arkansas  State  Bank  Department  stationery, 
directed  to  Charles  Campbell,  the  Vice  President  of  the  Security 
Bank,  and  signed  by  Marlin  Jackson. 

Mr.  Cohen.  Mr.  Chertoff,  the  "Confidential"  stamp  I  take  it  was 
not  on  the  letter  originally?  This  is  just  for  your  records? 

Mr.  Chertoff.  That's  right.  Just  to  be  clear,  all  the  "Confiden- 
tial" stamp  and  the  little  numbers  at  the  bottom  with  DKRT  or 
DKSN  were  added  afterwards. 

Now,  Marlin  Jackson  is  the  Bank  Commissioner  about  whom  you 
told  us  a  moment  ago  from  whom  you  learned  that  there  was  a 
problem  with  respect  to  the  Clintons'  personal  loan  on  this  White- 
water lot.  Correct? 
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Ms.  Wright.  That  is  correct.  And  this  letter  indicates  what  my 
rough  impression  in  my  mind  was,  which  was  that  it  was  Mr. 
McDougal's  responsibility  to  be  making  those  payments. 

Mr.  CHERTOFF.  And  was  it  the  responsibility  of  the  Bank  Com- 
missioner to  write  a  letter  on  his  official  stationery  and  sign  it  as 
Bank  Commissioner  directing  that  there  should  be  an  approval  of 
an  extension  agreement? 

Ms.  WRIGHT.  I  have  answered  that  question.  This  is  not  an  ap- 
propriate subject  for  official  bank  stationery.  It  may  have  been  ap- 
propriate in  whatever  his  relationship  to  that  bank  was  for  him  to 
have  written  that  letter,  but  not  on  Bank  Commissioner  stationery. 

Mr.  Chertoff.  Is  this  the  way  this  problem  involving  the  loan 
got  resolved? 

Ms.  Wright.  I  don't  know,  Mr.  Chertoff.  I  have  known,  and  obvi- 
ously during  the  1992  campaign  a  lot  of  this  came  up,  and  I  have 
an  incredible  ability  to  not  retain  the  details  of  the  ins  and  outs 
of  Whitewater. 

Mr.  Chertoff.  And  did  you  discuss  this  letter  with  Governor 
Clinton? 

Ms.  Wright.  I  don't  know  if  I  did  or  not.  I  honestly  don't. 

Mr.  Chertoff.  So  you  may  have? 

Ms.  Wright.  I  may  have,  but  I  wouldn't  have  discussed  the  sub- 
ject matter.  I  may  have  made  some  snide  comment  about  Marlin 
using  the  stationery,  and  I  probably  made  a  point  of  pointing  it  out 
to  Commissioner  Jackson.  I  always  did  that  kind  of  thing.  That  is 
why  he  called  me  "The  Baroness" — what  did  he  call — I  think  he 
called  me  "The  Baroness."  Some  name. 

Mr.  Chertoff.  At  this  point  did  you  say  to  the  Governor  after 
this  issue  involving  the  Governor's  personal  loan,  maybe  you  ought 
to  sever  your  business  relationship  with  McDougal? 

Ms.  Wright.  No,  sir.  If  there  were  difficulties  in  a  private  invest- 
ment that  they  had,  it  didn't — just  so  those  difficulties  didn't  im- 
pede his  duties  as  Governor,  or  the  appearances  of  his  perform- 
ances, it  wasn't  my  responsibility  to  deal  with  financial  difficulties 
of  investments. 

Mr.  Chertoff.  You  didn't  think  this  letter  having  the  Bank 
Commissioner  intervene  in  his  official  capacity  to  help  the  Gov- 
ernor deal  with  a  personal  loan,  you  don't  think  this  created  an  ap- 
pearance problem? 

Ms.  Wright.  I  do  not  believe  that — while  Marlin  Jackson  wrote 
this  letter  on  official  stationery,  I  do  not  believe  that  he  wrote  this 
letter  ordering  as  Bank  Commissioner  an  extension  of  a  loan.  Mar- 
lin Jackson  wrote  this  letter,  the  subject  matter  of  this  letter,  the 
content  of  this  letter,  in  his  capacity  with  that  bank,  not  as  Bank 
Commissioner. 

Mr.  Chertoff.  What  does  it  say  at  the  bottom?  "Marlin  D.  Jack- 
son," former  officer  of  the  Security  Bank?  Or  "Marlin  D.  Jackson, 
Bank  Commissioner"? 

Ms.  Wright.  I  have  answered  that  question,  Mr.  Chertoff.  I  do 
not  believe  that  the  substance  of  this  letter  was  in  his  official  ca- 
pacity, and  it  should  not  have  been  on  letterhead. 

Mr.  Chertoff.  Now  the  next  year  in  mid- 1986,  Mr.  McDougal 
got  kicked  out  of  his  savings  and  loan;  right? 

Ms.  Wright.  Yes,  sir. 
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Mr.  Chertoff.  And  that  was  because  of  a  problem  with  the  ex- 
aminers; right? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  Then  there  came  a  point  at  that  juncture  where 
you  communicated  with  the  Governor  about  whether  he  still  held 
any  Whitewater  stock.  Do  you  remember  that? 

Ms.  Wright.  I  do. 

Mr.  Chertoff.  Let  me  show 

Ms.  Wright.  I  certainly  remember  it  now  because  you  have 
brought  it  back  to  my  memory. 

Mr.  Chertoff.  Let  me  show  you  a  copy  of  a  routing  slip  dated 
7/14  from  BW  to  Gov.  We  are  going  to  put  it  in  front  of  you  and 
see  if  you  recognize  this. 

Ms.  Wright.  I  do,  sir. 

Mr.  Chertoff.  Now  there  is  a  little  kind  of  reverse  checkmark 
where  it  says  "Gov."  I  take  it  that  was  Mr.  Clinton's  practice,  when 
he  had  read  a  memo,  he  would  check  it  off  that  way? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  And  it  says  in  your  handwriting,  "Whitewater 
stock  (McDougal's  company).  Do  you  still  have?  Pursuant  to  Jim's 
current  problems.  If  so,  I'm  worried  about  it."  Now  did  you  have 
a  discussion  with  the  Governor  about  this? 

Ms.  Wright.  No.  I  think  this  piece  of  paper  was  probably  the 
total  of  our  dialogue  on  it. 

Mr.  Chertoff.  Then  he  says — can  you  read  his  handwriting  at 
the  bottom  where  he  gives  you  a  response? 

Ms.  Wright.  It  says,  "No,  do  not  have  any  more.  B." 

Mr.  Chertoff.  "B"  would  be  Mr.  Clinton? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  So  in  1986  shortly  after  Mr.  McDougal's  problem 
getting  thrown  out  of  the  savings  and  loan,  the  Governor  told  you 
he  didn't  have  that  investment  anymore;  right? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  When  did  you  learn  that  in  fact  it  was  incorrect? 

Ms.  Wright.  I  think  it  was  about  the  same  time  they  learned  it 
was  incorrect.  And  I  know  that — here's  the  way  it  impacted  my  re- 
sponsibilities, Mr.  Chertoff. 

In  filing  the  annual  disclosures,  I  know  that  there  was  a  year 
that  we  didn't  list  Whitewater  because  they  believed  that  they  were 
no  longer  in  that  investment.  And  then  the  message  for  me  when 
we  learned  that  they  were  still  attached  to  it  was  that  I  had  to  put 
it  back  on  the  disclosure  form.  So  that  is  the  way  I  remember 
learning  it. 

Mr.  Chertoff.  Did  either  of  the  Clintons  tell  you  that  they  had 
actually  been  under  the  impression  that  somehow  they  had  sold 
their  stock  or  their  interest  back  to  Mr.  McDougal? 

Ms.  Wright.  You  have  the  Governor's  note  to  me  right  in  front 
of  you,  also. 

Mr.  Chertoff.  Would  it  surprise  you  to  learn  that,  in  fact,  the 
Clintons  specifically  declined  a  request  or  a  suggestion  by  Mr. 
McDougal  that  he  was  prepared  to  buy  their  stock  back? 

Senator  Dodd.  Mr.  Chairman. 

The  Chairman.  Yes. 

Senator  Dodd.  Are  we  keeping  an  eye  on  the  clock? 
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The  Chairman.  How  much  time  is  left? 

Committee  Staff.  About  4  minutes,  Mr.  Chairman. 

The  Chairman.  OK. 

Senator  Dodd.  Four  minutes  left? 

The  Chairman.  Yes. 

Mr.  Chertoff.  Would  it  surprise  you  to  learn  that,  in  fact,  in 
1986  the  Clintons  had  specifically  refused  to  sell  McDougal  back 
the  stock? 

Ms.  Wright.  Do  you  know  that? 

Mr.  Chertoff.  Yes. 

Mr.  Cohen.  Are  you  asking  her  whether  she  knew  that  at  the 
time? 

Mr.  Chertoff.  I  am  asking  you,  does  that  surprise  you?  Is  that 
inconsistent  with  what  you  were  being  told  by  the  Clintons  in 
1986? 

Ms.  Wright.  Well,  those  are  two  different  questions,  sir.  I  under- 
stood, first,  that  they  were  not  in  Whitewater.  I  then  understood 
later  that  they  were.  Your  question  about  whether  or  not  Jim 
McDougal  offered  to  sell  them,  I  have  no  idea  whether  that  is  true 
or  happened  or — and  I  have  no  recollection  of  any  contemporaneous 
knowledge  of  such  an  offer. 

Mr.  Chertoff.  Let's  put  that  to  one  side.  You  understood  that 
before  1986  the  Clintons  wanted  to  get  out  of  the  investment.  Now, 
you're  telling  us  you  understand  that  finally,  probably  in  mid- 1986 
according  to  this  note,  Governor  Clinton  finally  says,  "Yep,  we  are 
out  of  the  investment."  Then  you  say  later  you  learned,  no,  they're 
actually  back  in  the  investment.  Did  you  say  to  Governor  Clinton, 
why  on  earth  did  you  get  back  into  this  investment  when  you  got 
out  of  it? 

Ms.  Wright.  It  wasn't  "back  in."  They  were  mistaken  in  believ- 
ing that  they  were  out. 

Mr.  Chertoff.  So  Governor  Clinton  told  you 

Ms.  Wright.  I  don't  know  the  ins  and  outs  of  the  investment.  I 
don't  know  the  terms  of  it.  I  don't  know  the  components  of  it.  I 
never  wanted  to  know,  and  I  don't  even  care  now. 

Mr.  Chertoff.  So  when  Governor  Clinton  said  to  you,  we  made 
a  mistake,  we  really  didn't  sell  the  stock,  you  didn't  push  that  any 
further?  Is  that  your  testimony? 

Ms.  Wright.  I  don't  think  he  ever  said  such  a  thing  to  me. 

Mr.  Chertoff.  Well,  what  did  he  say  to  you  when  he  finally  told 
you,  or  indicated  to  you  that  you  would  have  to  now  re-include 
Whitewater  on  his  disclosure  statements? 

Ms.  Wright.  I  don't  remember. 

Mr.  Chertoff.  See,  the  question  I  have  really  boils  down  to  this, 
Ms.  Wright.  Since  the  financial  record  is  abundantly  clear  that  the 
Clintons  never  did  dispose  of  this  investment  until  1992  in  Decem- 
ber after  the  Presidential  election,  it  is  just  baffling  why  the  Gov- 
ernor would  indicate  to  you  in  1986  when  Mr.  McDougal's  problems 
suddenly  burst  out,  that  he  was  out  of  the  investment  when  it  is 
plainly  contrary  to  what  the  record  shows? 

Ms.  Wright.  It  isn't  baffling  to  me,  Mr.  Chertoff.  He  misunder- 
stood a  situation. 

Mr.  Chertoff.  He  misunderstood  whether  he  owned  something 
or  not?  Is  that  your  testimony? 


2354 

Ms.  Wright.  I  think  that  there's  nothing  about  the  Whitewater 
Development  Corporation  that  seems  to  be  so  straightforward  as 
owning  or  not.  I  think  it  was  complicated,  and  convoluted,  and 
whatever  it  was  I  think  he  had  a  misunderstanding  or  misimpres- 
sion  about  it. 

Mr.  CHERTOFF.  I  wanted  to  just  ask  you  quickly,  before  my  time 
runs  out,  about  an  episode  that  occurred  shortly  after  you  left  as 
Chief  of  Staff  in  1990.  You  became  aware  recently  that  in  1990 
during  the  campaign  there  was  an  issue  concerning  a  cash  with- 
drawal from  the  Perry  County  Bank  of  a  large  sum  of  money.  Is 
that  correct?  You  saw  it  in  the  papers? 

Ms.  Wright.  I  was  aware  of  that,  yes. 

Mr.  CHERTOFF.  That  was  when  Mr.  Lindsey  was  Campaign  Man- 
ager; right? 

Ms.  Wright.  No,  I  don't  believe  he  was  the  Campaign  Manager. 
He  was  the  Treasurer. 

Mr.  CHERTOFF.  You  were  not  involved  in  that  campaign? 

Ms.  Wright.  I  was  not. 

Mr.  CHERTOFF.  You  do,  however,  have  the  opinion  that  based  on 
what  you  have  read  concerning  the  amount  of  money  withdrawn, 
that  it  was  an  excessive  amount  and  curious  in  manner.  Is  that 
correct? 

Ms.  Wright.  Yes.  In  my  previous  testimony  I  was  asked  what 
my  reaction  to  it  was,  and  I  said  I  thought  it  was  excessive  and 
curious. 

Mr.  CHERTOFF.  In  fact,  you  received  a  call  from  one  of  the  cam- 
paign workers  who  was  involved  in  withdrawing  money,  didn't  you? 

Ms.  Wright.  I'm  sorry? 

Mr.  Chertoff.  Did  you  get  a  telephone  call  from  one  of  the 
women,  one  of  the  volunteers  in  the  1990  campaign  concerning  the 
withdrawal  of  that  money? 

Ms.  Wright.  Oh,  much  later.  Yes. 

Mr.  Chertoff.  Recently? 

Ms.  Wright.  Well,  since  these  investigations  got  started. 

Mr.  Chertoff.  In  the  last  couple  of  years? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  What  did  she  tell  you? 

Ms.  Wright.  She  told  me  that  an  FBI  agent  had  been  by  to  ask 
her  about  picking  up  the  cash  at  the  bank,  and  that  Bruce  Lindsey 
had  told  her  that  if  anybody  ever  gave  her  trouble  about  it,  just 
refer  them  to  him  and  he  would  handle  it;  that  it  wasn't  anything 
to  worry  about,  and  wasn't  her  responsibility. 

Mr.  Chertoff.  So  she  told  you  that  she  had  been  given  standing 
instructions  from  Mr.  Lindsey  that  if  anybody  ever  said  something 
to  her  about  it,  she  should  call  Mr.  Lindsey? 

Ms.  Wright.  Refer  them  to  him. 

Mr.  Chertoff.  And  why  did  you  get  called  on  this? 

Ms.  Wright.  Because  I  think  she,  like  a  lot  of  people  in  Arkan- 
sas, assume  that  these  Arkansans  in  the  White  House  got  exulted 
positions  and  it  might  take  forever  to  get  through  to  them,  and  she 
had  a  lot  of  confidence  in  me  to  pass  the  message  on  more  effi- 
ciently than  she  could. 

The  Chairman.  It's  time. 

Mr.  Chertoff.  We'll  revisit  when  we  return. 
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The  Chairman.  We  have  gone  several  minutes  over.  I  appreciate 
the  indulgence  of  my  colleagues  on  the  other  side,  and  we  will  cer- 
tainly afford  them  the  same  time. 

Senator  Dodd. 

OPENING  COMMENT  OF  SENATOR  CHRISTOPHER  J.  DODD 

Senator  Dodd.  Mr.  Chairman,  I  will  turn  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Good  morning,  Ms.  Wright. 

Ms.  Wright.  Good  morning. 

Mr.  Ben-Veniste.  Let  me  start  with  a  matter  that  Mr.  Chertoff 
spent  some  considerable  time  on.  That  is  the  letter  on  official  State 
Bank  Department  stationery  that  was  referred  to  from  Mr.  Marlin 
Jackson.  Now,  you  have  indicated  quite  clearly  that  you  thought  it 
was  inappropriate  for  that  letter  requesting  an  extension  to  be 
written  on  official  stationery. 

Ms.  Wright.  Yes,  sir. 

Mr.  Ben-Veniste.  In  fairness  to  Mr.  Jackson,  the  testimony  that 
he  provided  to  this  Committee,  which  was  in  a  deposition  dated 
February  12,  1996,  indicates  at  page  63,  Mr.  Chertoff,  in  case  you 
are  interested  in  the  accuracy  of  what  is  going  on  here,  that  his 
secretary  typed  this  letter;  that  she  erroneously  typed  it  from  dicta- 
tion on  official  stationery  because  it  was  a  matter  that  dealt  with 
a  bank;  that  he  did  not  review  the  letter  or  sign  it  himself;  that 
is  not  his  signature  on  the  document;  and  that  it  was  an  error  that 
was  regrettable. 

Now,  you  have  indicated  that  in  your  view  this  was  no  direction 
by  the  official  State  agency  to  extend  a  loan;  correct? 

Ms.  Wright.  Correct.  And  I  am  certain  that  the  recipient  bank 
understood  that,  also,  because  they  knew  Mr.  Jackson  very  well. 

Mr.  Ben-Veniste.  Now  let  me  go  on  to  the  question  regarding 
Mr.  Clinton's  understanding  of  the  Whitewater  investment  and  the 
events  that  occurred  in  1985  and  1986.  Did  there  come  a  time,  to 
the  best  of  your  recollection,  when  the  Governor  and  you  learned 
that  there  was  some  tax  delinquency  associated  with  Whitewater 
which  had  been  published  in  a  newspaper? 

Ms.  Wright.  Yes,  sir.  That  is  a  vague  impression  in  my  mind. 
I  remember  no  specifics  about  it,  though. 

Mr.  Ben-Veniste.  Let  me  refer  to  a  letter  which  undoubtedly  you 
did  not  receive,  but  it  may  refresh  your  recollection  as  to  time.  It 
is  DKSN  2794.  It's  dated  January  20,  1986,  and  it  is  a  letter  to  Ms. 
Janie  Sanders,  the  Collector  at  the  Marion  County  Courthouse.  I 
presume  that's  a  tax  collector,  in  Yellville,  Arkansas,  and  it  is  from 
Jim  McDougal.  It  says: 

I  am  having  a  heck-of-a  hard  time  keeping  up  with  whether  the  people  who  owe 
us  on  the  various  Whitewater  tracks  are  keeping  their  taxes  paid.  If  there  us  any 
way  that  you  can  advise  me  as  to  any  delinquencies  in  the  Whitewater  Subdivision? 
I  will  greatly  appreciate  it. 

Now  does  that  help  you  with  respect  to  the  timeframe  in  which 
there  was  a  publication  in  the  local  Yellville  newspaper  of  all  the 
individuals  who  were  delinquent  in  their  taxes? 

Ms.  Wright.  It  should  help  me.  I'm  hopeless  when  it  comes  to — 
all  those  years  blend  together. 

Mr.  Ben-Veniste.  OK.  Well,  this  was  January  1986.  Do  you  re- 
call that  with  respect  to  tax  delinquencies,  that  this  was  a  matter 
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which  a  public  official,  not  to  mention  the  highest  executive  in  the 
State  of  Arkansas,  would  be  sensitive  to,  having  an  investment  in 
which  he  would  be  associated  in  the  minds  of  individuals  in  that 
area  being  noticed  as  a  tax  delinquent? 

Ms.  WRIGHT.  I  wouldn't  work  for  a  politician  who  wasn't  sensi- 
tive to  that,  Governor  Clinton  was  exceedingly  sensitive  to  that. 

Mr.  Ben-Veniste.  Then  there  came  a  time,  as  is  referenced  in 
Exhibit  DKSN  13309  which  we  will  provide  to  you  and  put  up  on 
our  display  machine — now  this  is  dated  August  14th,  and  we  un- 
derstand— I'm  sorry,  July  14th,  and  this  is  1986 — Mr.  McDougal  is 
just  at  the  point  of  being  removed  from  his  position  at  the  Madison 
Guaranty  Savings  &  Loan 

Ms.  Wright.  He  had  just  been  removed. 

Mr.  Ben-Veniste.  You  are  writing  a  memo  to  the  Governor  alert- 
ing him  to  the  fact  that  the  Whitewater  stock  situation  could  be  a 
problem  because  of  Mr.  McDougal's  difficulties,  and  you  asked  him 
about  the  Whitewater  stock.  And  Mr.  Clinton  replied  to  you  his  be- 
lief that  he  doesn't  have  it  anymore. 

Now,  we  have  some  guidance  from  a  publication  which  has  re- 
ceived some  attention  in  the  press  entitled  "Blood  Sport"  at  page 
132,  where  it  is  reflected  that  Mr.  McDougal,  cognizant  of  all  the 
problems  surrounding  this,  suggested  to  Mr.  Clinton  that  he  just 
take  him  out  of  the  investment.  It's  a  loser,  and  that  Mr.  Clinton 
could  simply  extinguish  his  relationship  in  that  investment  with 
Mr.  McDougal.  And  that  Governor  Clinton  said,  "Well,  go  ahead 
and  do  it;  just  run  it  by  Mrs.  Clinton."  Are  you  familiar  with  that? 

Ms.  Wright.  Yes,  sir. 

Mr.  Ben-Veniste.  And 

Ms.  Wright.  I'm  familiar  with  that 

Mr.  Ben-Veniste.  Part  of  it. 

Ms.  Wright.  — part  of  the  book. 

Mr.  Ben-Veniste.  Right. 

Ms.  Wright.  I  have  little  faith  in  the  credibility  or  the  sources 
of  that  book. 

Mr.  Ben-Veniste.  I  understand.  But  in  terms  of  the  notion  that 
Governor  Clinton  was  under  the  impression  that  he  was  out  of  this 
investment  as  of  July  1986,  the  concept  of  Mr.  McDougal  making 
that  offer  to  him  and  the  Governor  believing  that  it  had  been  exe- 
cuted or  implemented  is  reflected  in  what  the  Governor  responded 
as  to  your  inquiry  about  the  Whitewater  stock?  Is  that  fair  to  say? 

Ms.  Wright.  Well,  I  know  that  the  Governor  did  not  believe  they 
were  involved  in  it  anymore. 

Mr.  Ben-Veniste.  Let's  talk  for  a  moment  about  the  1985  fund- 
raiser. In  the  1985  fundraiser,  a  number  of  checks  were  received. 
If  I  understand  your  initial  statement  and  testimony,  that  funds 
were  applied  both  to  outstanding  campaign  debt  and  were  to  be  ap- 
plied prospectively  for  future  campaign  uses.  Is  that  correct? 

Ms.  Wright.  And  political  uses.  We  used  the  campaign  fund  to 
buy  ads  in  the  Young  Democratic  Convention  Bulletin,  things  like 
that. 

Mr.  Ben-Veniste.  Now  as  far  as  the  campaign  was  concerned, 
yesterday  we  referred  to  two  thank-you  letters  that  were  written 
following  the  fundraiser  to  individuals  who,  according  to  our  wit- 
ness yesterday,  were  not  the  actual  donors  to  the  campaign. 
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Mr.  Peacock  came  here  and  testified  that  he,  for  reasons  of  his 
own,  wrote  those  checks  out  in  the  name  of  his  son  and  another 
individual.  We  produced  documents  that  show  that  the  campaign 
wrote  letters  to  those  individuals,  the  son  and  the  other  individual, 
thanking  them  for  the  contribution. 

There  was  no  way  for  you  to  know,  was  there,  that  Mr.  Peacock 
was  the  ultimate  donor  in  connection  with  those  contributions? 

Ms.  Wright.  I  don't  know  how  we  would  have. 

Mr.  Ben-Veniste.  I  would  like  to  give  you  the  opportunity  to  dis- 
cuss not  only  that  allegation  but  the  notion  which  was  the  premise 
of  yesterday's  hearing,  but  which  disappointingly  for  those  who  ad- 
here to  the  premise  was  not  fleshed  out  by  the  facts  or  the  testi- 
mony or  the  documents  developed  in  that  hearing,  that  this  fund- 
raiser was  supposedly  a  quid  pro  quo  for  leasing  State  office  space 
in  property  controlled  by  Mr.  McDougal  or  his  savings  and  loan.  Is 
there  any  validity  to  that  assertion? 

Ms.  Wright.  It  is  a  preposterous  assertion.  The  lease  on  the 
building  occurred  long  before  the  fundraiser.  There  just  was  no  con- 
nection between  the  two. 

Senator  Dodd.  Pull  that  microphone  a  little  closer  to  you. 

Ms.  Wright.  I'll  just  get  closer  to  it,  thanks. 

Mr.  Ben-Veniste.  I'm  sorry.  We  had  difficulty  hearing  your  an- 
swer. Could  you  repeat  it,  please?  It  is  a  preposterous  assertion  to 
link  the  lease  and  the  fundraiser.  The  lease  occurred  long  before 
the  fundraiser. 

Senator  DODD.  How  much  longer?  Do  you  remember? 

Ms.  Wright.  It  was  a  year  or  so,  I  think. 

Mr.  Ben-Veniste.  Now  there  was  also 

Ms.  Wright.  We  even  had  a  campaign  in  between  where  we  real- 
ly needed  money. 

Mr.  Ben-Veniste.  I  would  like  to  turn  your  attention  to  another 
matter  involving  Mr.  McDougal.  This  was  the  memo  that  was  sent 
to  Mr.  Bratton  by  Ms.  Bassett  involving  a  "heads-up"  as  it  were, 
on  Mr.  McDougal's  current  difficulties. 

We  have  heard  testimony  from  the  bank  regulators  who  indi- 
cated that  they  advised  the  board  of  directors  of  Madison  Guaranty 
Savings  &  Loan  well  in  advance  of  the  time  that  the  auditors  came 
in  that  it  was  their  intention  to  move  Mr.  McDougal  and  take  other 
regulatory  action.  The  testimony  from  the  Commissioner  of  Securi- 
ties was  that  she  advised  Mr.  Bratton  of  this  information,  that 
there  would  be  regulatory  action  associated  with  Madison  Guar- 
anty Savings  &  Loan.  Was  that,  in  your  view,  an  appropriate 
things  for  a  Securities  Commissioner  to  do? 

Ms.  Wright.  I  insisted  that  all  agency  and  department  heads 
keep  us  apprised  of  events  that  would  become  public,  or  which  im- 
pacted our  responsibilities  for  State  monies,  or  that  the  Governor 
needed  to  know  about  in  order  not  to  be  blindsided;  that  we  always 
be  told  in  advance,  if  at  all  possible.  It  was  part  of  their  job.  The 
CEO  of  a  company  is  not  going  to  want  to  read  in  the  newspaper 
about  something  happening  in  one  of  the  divisions. 

Mr.  Ben-Veniste.  The  CEO  of  the  State,  as  it  were,  the  Gov- 
ernor of  the  State,  you  believed  it  was  appropriate 

Ms.  Wright.  Oh,  it  was.  It  was  a  requirements  of  ours  to  be  kept 
apprised  of  major  developments.  Yes. 
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Mr.  Ben-Veniste.  Was  there  a  concern,  in  terms  of  protecting 
Governor  Clinton,  against  being  blindsided  by  a  request  that  might 
be  made  by  Mr.  McDougal? 

Ms.  Wright.  There  were  myriad  reasons  for  this  heads-up.  Obvi- 
ously, we  did  not  want  Mr.  McDougal  to  blindside  the  Governor. 
We  didn't  want  to  be  unaware  of  a  press  question.  And  if  we  had 
State  monies  in  there,  we  had  a  responsibility  to  the  taxpayers. 

Madison  Guaranty  was  one  of  several  savings  and  loans  in  the 
State  of  Arkansas  in  great  crisis,  as  across  the  country.  This  was 
of  great  concern  to  the  Governor.  Madison  was  hardly  the  first  that 
we  had  had  to  have  an  advanced  warning  that  severe  action  need- 
ed to  occur.  I  am  not  even  sure  that  Ms.  Bassett  hadn't  been  urging 
the  Federal  regulators  to  move  earlier  on  Madison  and  made  us 
aware  of  that. 

Mr.  Ben-Veniste.  Could  you  describe  your  understanding  of  the 
relationship  between  Jim  McDougal,  Mrs.  McDougal,  and  the  Gov- 
ernor from  the  point  that  you  began  your  service? 

Ms.  Wright.  They  were  friends.  They  were  not  social  friends. 
They  were  not  close  personal  friends — at  least  during  the  time  I 
was  there.  Mr.  McDougal  had  been  on  Governor  Clinton's  staff  in 
his  first  administration 

Mr.  Ben-Veniste.  What  years  were  those? 

Ms.  Wright.  In  1979  and  1980.  And  I  believe  that  all  former 
staff  are  considered  friends  of  the  Governor's. 

Senator  Dodd.  It  might  just  be  helpful  to  step  back,  if  Counsel 
doesn't  mind.  Where  did  he  actually  meet  Mr.  McDougal? 

Ms.  Wright.  Actually,  I  think  maybe  they  both  had  internships 
in  Senator  Fulbright's  office. 

Senator  Dodd.  Mr.  McDougal  worked  with  Senator  Fulbright? 

Ms.  Wright.  I  believe  that  is  correct. 

Mr.  Ben-Veniste.  It  was  when  President  Clinton  was  a  student 
working  in  that  office  that  they  probably  met? 

Ms.  Wright.  Yes. 

Mr.  Ben-Veniste.  Time  passed  and  Mr.  McDougal  became  a  staff 
assistant  to  Governor  Clinton  during  his  first  term? 

Ms.  Wright.  That's  correct. 

Mr.  Ben-Veniste.  Again,  when  did  you  begin  working  for  Gov- 
ernor Clinton? 

Ms.  Wright.  I  went  to  Arkansas  right  after  his  1982  re-election 
defeat. 

Mr.  Ben-Veniste.  From  1982  on,  would  you  again  describe  your 
observation  of  the  relationship  between  Governor  Clinton  and  Mr. 
McDougal? 

Ms.  Wright.  Well,  I  think  shortly  after  I  got  there,  McDougal  re- 
ceived the  Democratic  nomination  for  the  Third  Congressional  Dis- 
trict. They  were  both  on  the  Democratic  Party  circuit  going  to  the 
Democratic  Party  rallies.  They  were  both  on  the  same  ticket  in  that 
District  of  the  State.  I  treated  all  former  staff  people  as  the  Gov- 
ernor's friends.  Beyond  that,  it  wasn't  a  close  relationship. 

Mr.  Ben-Veniste.  And  did  you  observe  that  Mr.  Clinton  and  Mr. 
McDougal  would  meet  from  time  to  time? 

Ms.  Wright.  I  didn't,  no. 

Mr.  Ben-Veniste.  Did  you  observe 


2359 

Ms.  Wright.  On  the  campaign  trail,  when  Mr.  McDougal  was  the 
Congressional  nominee,  I  know  that  they  ran  into  each  other  all 
the  time. 

Mr.  Ben-Veniste.  But  in  terms  of  socializing,  the  McDougals  and 
the  Clintons  dining  together  in  the  evening,  or  other  social  events 
of  a  nonpolitical  nature,  if  the  Governor  can  have  such  events,  I 
take  it  your  observation  was  that  the  relationship  was  one  that 
was  based  more  on  history,  shared  history,  than  on  current  involve- 
ment? 

Ms.  Wright.  I  think  that's  correct;  yes,  sir. 

Mr.  Ben-Veniste.  Now  let's  talk  for  a  moment  about  the  ap- 
pointment of  Beverly  Bassett,  now  Beverly  Bassett  Schaffer,  as  the 
Securities  Commissioner  for  the  State  of  Arkansas.  Did  you  have 
some  involvement  in  the  selection  process? 

Ms.  Wright.  I  sure  did.  I  am  so  proud  of  that  appointment,  and 
I  wanted  it  so  badly  because  I  was  enamored  of  the  idea  of  having 
the  first  woman  Securities  Commissioner  in  the  State. 

Mr.  Ben-Veniste.  Much  has  been  made  of  a  telephone  slip  mes- 
sage that  has  been  introduced  into  evidence  in  these  proceedings 
that  indicated  that  Mr.  McDougal  favored  the  appointment  of  Ms. 
Bassett  Schaffer.  You  were  intimately  involved  in  the  appointment 
process.  Can  you  explain  what  weight,  if  any,  that  telephone  slip 
message  may  have  had? 

Ms.  Wright.  It  had  no  weight. 

Mr.  Ben-Veniste.  Why  do  you  say  that? 

Ms.  Wright.  When  you  are  hiring  cabinet  and  subcabinet  and 
agency  directors,  it  is  a  different  process  than  recommendations  for 
appointments  to  boards  and  commissions  and  voluntary  activities. 
But  I  know  that  the  possibility  of  appointing  Beverly  pulled  to- 
gether a  number  of  areas  that  just  made  it  so  perfect.  She  was 
known  as  a  very  bright  attorney.  She  came  from  a  family  that  were 
long  and  deep  supporters  of  the  Clinton's  in  their  area  of  the  State, 
and  she  was  a  woman. 

There  never  really  was  anybody  else  in  the  running.  I  was  so  ex- 
cited about  this  prospect.  I  had  ahold  of  this,  and  I  wanted  it  bad. 
I  don't  even  remember  Jim  McDougal  calling  and  recommending. 
It  really  didn't  matter.  It  was  irrelevant. 

Mr.  Ben-Veniste.  And  in  terms  of  her  performance  in  the  job, 
can  you  tell  this  Committee  what  your  view  was? 

Ms.  Wright.  That  she  was  superb. 

Mr.  Ben-Veniste.  Mr.  Chairman,  thank  you  for  your  largess  in 
extending  us  additional  time,  but  I  think  I  will  cede  it  back  at  this 
point,  unless  Senator  Dodd  has  anything. 

Senator  Dodd.  No,  Mr.  Chairman.  I  will  move  things  along. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  I  want  to  pick  up  the  thread  on  the  Perry  County 
Bank.  You  were  not  involved,  Ms.  Wright,  in  the  1990  campaign  as 
a  treasurer  or  campaign  manager.  Is  that  correct? 

Ms.  Wright.  I  was  not  involved  at  all  in  that  campaign.  During 
the  fall,  I  was  the  State  Party  Chair  and  obviously  had  my  respon- 
sibilities there  to  the  ticket,  and  I  did  attend  some  of  the  strategy 
meetings  of  the  campaign. 

Mr.  Chertoff.  You  didn't  handle  the  money  in  1990? 

Ms.  Wright.  I  had  nothing  to  do  with  the  money. 
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Mr.  Chertoff.  You  got  a  call  within  the  last  year,  or  the  last  2 
years,  from  Glenda  Cooper  who  had  been  on  the  campaign  staff? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  Where  were  you  when  you  got  the  call? 

Ms.  Wright.  At  my  home. 

Mr.  Chertoff.  You  live  in  Washington  now? 

Ms.  Wright.  I  do  live  in  Washington. 

Mr.  Chertoff.  Were  you  surprised  to  hear  from  her? 

Ms.  Wright.  I  was  delighted  to  hear  from  her.    , 

Mr.  Chertoff.  Do  you  have  an  ongoing  social  relationship  with 
her  or  was  she  someone  you  hadn't  spoken  to  in  a  number  of  years? 

Ms.  WRIGHT.  No.  One  of  the  fun  things  about  my  having  moved 
back  to  Washington  is  that  a  lot  of  Arkansans  come  here,  and  I  get 
to  see  them.  And  so,  I  hear  a  lot  from  people  that  I  didn't  nec- 
essarily socialize  with  but  who  I  liked,  or  knew.  They  come  here, 
and  I  get  to  see  them. 

Mr.  Chertoff.  So  she  called  more  or  less  out  of  the  blue,  right? 

Ms.  Wright.  Yes. 

Mr.  Chertoff.  Was  she  in  Arkansas?  Is  that  where  she  was  call- 
ing from? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  She  told  you  she  had  been  visited  by  the  FBI? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  She  told  you  that  the  FBI  had  asked  about  with- 
drawals of  cash  from  the  Perry  County  Bank? 

Ms.  Wright.  She  told  me  that  they  were  asking  her  about  a  time 
when  she  had  gone  to  that  bank  to  pick  up  some  cash,  and  she  had 
signed  a  receipt  for  that  cash.  I  don't  think  they  were  asking  her 
about  withdrawals.  All  I  know  is  that  she  signed  a  receipt  for  the 
money  bag. 

Mr.  Chertoff.  And  she  picked  up  money? 

Ms.  Wright.  Yes. 

Mr.  Chertoff.  Cash? 

Ms.  Wright.  Yes. 

Mr.  Chertoff.  She  told  you  that  she  was  calling  you  about  it  be- 
cause Mr.  Lindsey  had  left  word  that  if  anybody  ever  said  anything 
to  her  about  that  incident,  she  was  to  let  him  know.  Correct? 

Ms.  Wright.  Not  in  that  tone  of  voice.  Not  in  that  spirit.  I  got 
the  impression  that  she  was  uncomfortable  with  that  amount  of 
cash,  that  it  was  an  uncomfortable  experience,  and  he  had  told  her 
that  "If  you  ever  get  in  any  trouble  about  this,  if  it  ever  raises  up, 
I'll  handle  it  for  you."  So  she  wanted  me  to  tell  him. 

Mr.  Chertoff.  Did  she  tell  you  why  she  was  uncomfortable  han- 
dling that  amount  of  cash? 

Ms.  Wright.  No,  and  I  didn't  ask.  But  wouldn't  you  be  uncom- 
fortable if  you  were  carrying  around  $30,000  in  cash? 

Mr.  Chertoff.  It  depends  why  I  was  doing  it. 

Ms.  Wright.  Oh.  Well,  I  would  be  under  any  circumstances. 

Mr.  Chertoff.  Ms.  Wright,  she  calls  you  up  and  she  says,  about 
4  or  5  years  after  the  event,  because  of  the  fact  that  the  FBI  has 
come  to  her,  she  now  wants  to  report  this  to  Mr.  Lindsey.  Right? 

Ms.  Wright.  She  asked  me  to  let  him  know,  yes. 

Mr.  Chertoff.  Did  you  ask  her  why  she  didn't  call  Mr.  Lindsey 
herself? 
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Ms.  Wright.  I  didn't,  because  I  had  this  issue  with  a  lot  of  Ar- 
kansans  who  assumed  I  could  just  talk  to  them  all  of  the  time,  any- 
time, and  it  would  be  much  easier  to  let  me  pass  the  message  on. 

Mr.  Chertoff.  Did  you  pass  it 

Ms.  Wright.  A  lot  of  Arkansans  really  trusted  me  to  take  care 
of  things  for  them. 

Mr.  Chertoff.  Did  you  pass  it  on? 

Ms.  Wright.  I  did. 

Mr.  Chertoff.  By  the  way,  did  she  tell  you  she  had  picked  up 
$30,000  in  cash? 

Ms.  Wright.  I  don't  think  she  did  mention  the  amount. 

Mr.  Chertoff.  Well,  you  said  it  was  a  large  sum.  How  did  you 
know  it  was  a  large  sum? 

Ms.  Wright.  She  told  me  it  was  a  lot  of  cash. 

Mr.  Chertoff.  She  didn't  tell  you  how  much,  though? 

Ms.  Wright.  I  don't  think  she  did,  no. 

Mr.  Chertoff.  Did  you  have  any  reaction  when  she  told  you  she 
had  picked  up  a  lot  of  cash? 

Ms.  Wright.  No,  Mr.  Chertoff.  I  knew  what  she  was  talking 
about. 

Mr.  Chertoff.  What  was  she  talking  about? 

Ms.  Wright.  I  knew,  at  that  point,  that  there  had  been  three 
checks  cashed  at  the  Perry  County  Bank,  and  I  assumed  that  was 
what  she  was  talking  about.  I  didn't  ask  her  questions.  I  wasn't  in- 
volved in  that. 

Mr.  Chertoff.  How  did  you  know  there  had  been  three  checks 
cashed  at  the  Perry  County  Bank  at  the  point  when  she  called  you? 

Ms.  Wright.  Either  from  press  reports,  or  questions  I  had  been 
asked;  I  don't  know.  I  don't  remember  exactly  when  I  first  knew 
about  it. 

Mr.  Chertoff.  Oh,  so  this  issue  had  come  up  previously  in  terms 
of  questions  you  had  been  asked  by  the  press? 

Ms.  Wright.  In  the  course  of  these  investigations,  yes. 

Mr.  Chertoff.  You  got  this  call  from  this  witness,  Ms.  Cooper, 
after  you  were  aware  there  was  an  investigation  going  on? 

Ms.  WRIGHT.  I  don't  know  about  the  investigation.  It  was  after 
I  was  aware  that  three  checks  had  been  cashed  on  the  same  day. 

Mr.  CHERTOFF.  The  question  is  how  did  you  become  aware  of 
that?  How  did  you  know  that  when  you  got  those  calls? 

Ms.  WRIGHT.  In  the  course  of  these  investigations  that  are  going 
on. 

Mr.  CHERTOFF.  How  did  you  know  this  was  being  investigated  at 
the  time  you  got  this  telephone  call? 

Ms.  Wright.  May  I  ask  my  attorney  for  some  guidance,  please? 

Mr.  Chertoff.  Sure. 

[Ms.  Wright  and  Mr.  Cohen  consult.] 

Ms.  Wright.  Under  a  document  subpoena  I  produced  the  docu- 
ments that  had  the  checks. 

Mr.  Chertoff.  You  got  this  call  from  her  after  you  had  already 
received  the  Grand  Jury  subpoena  for  the  documents  relating  to 
these  checks? 

Ms.  Wright.  No,  I  just  got  a  Grand  Jury  subpoena  for 

Mr.  COHEN.  I  think  she  was  custodian  of  records,  Mr.  Chertoff, 
of  the  documents  for  the  campaigns  until  1990,  and  it  was  in  that 
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connection,  just  so  the  record  is  clear  and  the  Committee  knows, 
those  documents  produced  included  the  ones  you  just  asked  about. 

Mr.  Chertoff.  But,  Ms.  Wright,  you  were  custodian  of  the  rec- 
ords of  the  1990  Gubernatorial  Campaign  even  though  you  were 
not  involved  in  that  campaign? 

Ms.  Wright.  That's  correct.  Initially  I  was,  and  I  subsequently 
relinquished  that  role. 

Mr.  Chertoff.  You  know  Bob  Nash,  right? 

Ms.  Wright.  I  certainly  do. 

Mr.  Chertoff.  Where  does  he  works  now? 

Ms.  Wright.  He  is  in  the  White  House  Personnel  Office.  He 
heads  it. 

Mr.  Chertoff.  Did  he  give  you  a  call  about  this  incident  of  with- 
drawals of  cash? 

Ms.  Wright.  I  don't  recall  that  he  called  me.  I  do  believe  that 
that  is  a  correction  I  need  to  make  in  my  deposition.  In  both  think- 
ing about  it,  and  then  asking  him  about  it  later,  I  remember  he 
told  me  that  he  went  to  the  Perry  County  Bank,  and  I  just  may 
have  assumed  it  involved  cash.  I  have  no  idea,  actually. 

Mr.  Chertoff.  Let  me  read  you 

Ms.  Wright.  I  know.  I  am  telling  you  that  I  was  in  error  in  my 
deposition. 

Mr.  Chertoff.  Let's  put  it  out  there  and  you  can  tell  us  what 
is  in  error  and  what  is  not  in  error.  It  is  on  page  320  of  your  depo- 
sition of  the  first  day,  after  you  testified  about  your  call  from  the 
campaign  worker,  Ms.  Cooper.  And  I  gather,  by  the  way,  you  did 
report  to  Mr.  Lindsey  about  this  call  you  got  concerning  the  cash 
withdrawal,  right?  From  Ms.  Cooper? 

Ms.  Wright.  I  did,  yes. 

Mr.  Chertoff.  And  then  you  said  here  at  page  321: 

Answer:  Well,  then  there  was  a  third  conversation.  I  was  having  a  conversation 
at  some  point,  and  I  don't  remember  where  or  why  or  how  or  what  the  subject  was, 
but  the  issue  of  the  1990  campaign  came  up.  I  was  talking  to  Bob  Nash,  and  he 
told  me  that  once  Bruce  had  asked  him  to  go  to  Perry  County  and  pick  up  some 
get-out-the-vote  cash  for  him.  That's  all  I  know  about  that. 

Question:  Did  you  report  what  Mr.  Nash  said  to  Mr.  Lindsey? 

Answer:  No. 

What  part  of  that  sworn  testimony  do  you  want  to  correct? 

The  Chairman.  Why  don't  we  give  a  copy  of  this  deposition  to  the 
witness,  and  could  I  have  a  copy,  please? 

Mr.  Chertoff.  Page  320,  A-l. 

The  Chairman.  For  the  witness.  And  could  I  have  a  copy,  please? 

[Documents  distributed.] 

Ms.  Wright.  The  sentence  that  begins  "I  was  talking"  should 
probably  be  corrected  to  read,  "I  was  talking  to  Bob  Nash  and  he 
told  me  that  once  Bruce  had  asked  him  to  go  to  Perry  County  Bank 
for  him." 

Mr.  Chertoff.  For  him.  So  the  part  where  you  told  us  in  your 
sworn  deposition,  "and  pick  up  some  get-out-the-vote  cash,"  that  is 
inoperative  now? 

Ms.  Wright.  Yes,  sir,  it  is. 

In  the  deposition,  I  actually  had  forgotten  all  about  all  of  these 
conversations  and  never  shared  them  with  my  attorney  or  any- 
thing, and  the  skill  of  Mr.  Giuffra's  thorough  tedium  reminded  me 
in  the  way  he  asked  one  question,  and  I  conferred  with  my  lawyer, 
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told  him  about  these,  and  the  major  thing  that  I  then  felt  was  re- 
sponsive to  Mr.  Giuffra's  question  was  the  Glenda  Cooper.  But  in 
my  head  I  knew  I  had  heard  something  from  Bob  Nash  about  going 
to  the  bank.  It  wasn't  anything  I  had  thought  through.  I  now  can't 
remember  the  exact  words.  All  I  can  remember  for  certain  was  that 
he  went  to  the  bank,  and  I  think  I  was  in  error  in  adding  the  cash 
to  that  statement. 

Mr.  Chertoff.  Has  your  changing  recollection  been  affected  by 
any  knowledge  you  have  that  in  between  your  deposition  testimony 
in  January  and  your  testimony  today  that  Mr.  Nash  had  been 
asked  questions  and  had  denied  ever  going  to  the  Perry  County 
Bank  for  cash? 

Ms.  Wright.  I  don't  know  about  that.  I  did  ask  Mr.  Nash  about 
whether  my  memory  was  correct. 

Mr.  Chertoff.  When  did  you  do  that? 

Ms.  Wright.  After  the  deposition. 

Mr.  Chertoff.  You  called  Mr.  Nash  up? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  How  soon  after  the  deposition? 

Ms.  Wright.  I  don't  remember. 

Mr.  Chertoff.  What  did  you  ask  him?  You  asked  him,  Bob,  is 
my  recollection  right?  Did  you  go  to  get  cash  at  the  Perry  County 
Bank? 

Ms.  Wright.  Yes. 

Mr.  Chertoff.  And  he  said,  no? 

Ms.  Wright.  He  said  "not  cash."  I  went  to  the  bank. 

Mr.  Chertoff.  Now  did  you  call  him  before  your  second  day  of 
deposition? 

Ms.  Wright.  I  don't  recall.  I  don't  know. 

Mr.  Chertoff.  Because  you  didn't  correct  it  in  your  second  day 
of  deposition.  Is  there  some  reason  you  didn't  correct  it  when  you 
came  back  for  your  second  day? 

Ms.  Wright.  No,  sir.  But  I,  of  course,  didn't  have  a  copy  of  my 
first  day  of  deposition  and  I  hadn't  reviewed  it.  There  are  a  lot  of 
errors  in  it,  not  that  I  have  gotten  it  and  reviewed  it. 

Mr.  Chertoff.  Your  second  deposition  was  a  month  later. 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  You  didn't  have  an  opportunity  to  review  your 
deposition  in  that  month? 

Mr.  Cohen.  Mr.  Chertoff,  for  the  record,  under  your  rules  we  did 
not  get  a  copy  of  this  until  4  days  ago. 

Mr.  Chertoff.  I  think  you  were  entitled  to  come  in  and  review. 

Mr.  Cohen.  We  were  not  sent  a  letter  that  we  were  entitled  to 
review  it  under  the  rules  in  a  letter  sent  out  by  Mr.  Giuffra.  We 
were  not  given  access  to  it  until  4  days  before  our  appearance  here. 

Mr.  Chertoff.  But  here's  my  question  to  you,  Ms.  Wright.  You 
have  just  told  us  that  after  the  deposition  in  January  you  called 
Mr.  Nash  to  check  this  recollection.  Obviously,  this  particular  piece 
of  testimony  stuck  in  your  mind.  My  question  to  you  is,  why  didn't 
you  correct  this  in  your  second  day  of  testimony? 

Ms.  WRIGHT.  I  wish  I  had,  I  don't  know  why  I  didn't.  I've  never 
been  through  a  process  like  this.  I  know  it  is  a  very  comfortable 
process  for  you,  but  I  don't  know  what  going  to  a  deposition  like 
this  is.  I  don't  know  what  Mr.  Giuffra  will  let  me  do  and  not  do. 
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I  just  know  that  I  was  caught  in  an  endless  series  of  questions.  I 
don't  even  remember  what  I  was  asked  about  most  of  the  time.  I 
do  know  from  reading  this  that  I  was  misunderstood  on  some  occa- 
sions. I  mean,  at  one  point  I  referred  to  "Burl  Anthony"  and  it's  in 
this  deposition  as  "Bill." 

Mr.  Chertoff.  But  you  remembered  enough  of  that  deposition  to 
call  Mr.  Nash  and  get  his  version  of  the  story,  so  you  could  refresh 
your  memory? 

Ms.  Wright.  I  doubt  that  I  called  him  just  on  that  issue. 

Mr.  Chertoff.  What  else  did  you  call  him  about? 

Ms.  Wright.  I  frequently  call  him  on  behalf  of  people  who  want 
to  know  the  status  of  an  appointment  request  in  the  White  House. 

The  Chairman.  Let  me  say  that  we'll  come  back.  We  want  to 
move  the  hearing  and  I  recognize  our  colleagues  even  yielded  back 
time.  Senator  Sarbanes,  do  you  have  questions  to  raise? 

OPENING  COMMENT  OF  SENATOR  PAUL  S.  SARBANES 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Let  me  follow  up  on  the  question  that  has 
been  put  to  you,  which  was  why  you  didn't 

The  Chairman.  I  am  going  to  ask  that  as  long  as  we  are  down 
to  three  Members,  that  we  go  to  15  minutes  so  we  can  keep  a  more 
orderly  flow  and  possibly  even  conclude  this  sooner,  if  my  colleague 
has  no  objection? 

Mr.  Ben-Veniste.  I'm  sure  we  won't  need  that  much,  but  thank 
you,  Mr.  Chairman. 

The  Chairman.  OK. 

Mr.  Ben-Veniste.  Ms.  Wright,  the  question  was  put  to  you,  why 
didn't  you  correct  the  prior  testimony  regarding  Mr.  Nash  when 
you  had  the  opportunity  to  review  your  transcript.  Now,  Mr. 
Chertoff  apparently  was  under  the  impression  that  the  transcript 
was,  in  fact,  made  available  to  you  for  your  review  sometime  in  the 
interim  between  your  first  day  of  testimony  and  when  you  were  re- 
called by  Mr.  Giuffra  to  give  a  second  day  of  testimony.  Was  that 
the  case?  Were  you  so  advised? 

Ms.  Wright.  No,  sir. 

Mr.  Ben-Veniste.  Mr.  Cohen,  were  you  so  advised? 

Mr.  Cohen.  No,  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  So  no  one  advised  you  that  you  would  have 
the  opportunity  to  review  the  transcript.  Let  me  ask  you  a  second 
question. 

Ms.  Wright.  Is  it  inappropriate  for  me  to  correct  it  today?  That's 
what  I'm  attempting  to  do. 

Mr.  Ben-Veniste.  No,  of  course  not.  It  is  quite  appropriate  for 
you  to  do  so. 

Ms.  Wright.  Thank  you. 

Mr.  Ben-Veniste.  But  the  inference  was  that  you  had  some  obli- 
gation because  you  were  advised  you  were  entitled  to  review  the 
transcript.  In  fact,  no  such  offer  was  made  to  you  and  you  were  not 
allowed  to  review  the  transcript  between  the  2  days  of  depositions, 
even  though  they  occurred  in  the  space  of  a  month  apart.  I  think 
you  ought  to  be  entitled  to  develop  that  response  to  a  question 
which  implies  facts  which  are  not  quite  accurate.  In  your  second 
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day  of  testimony,  were  you  asked  about  the  same  subject  matter, 
to  the  best  of  your  recollection? 

Ms.  Wright.  I  don't  believe  so. 

Mr.  Ben-Veniste.  Therefore,  there  was  not  an  opportunity,  in 
the  second  day  of  testimony,  to  go  back  to  the  same  subject  matter 
unless  you  had  initiated  it.  I  take  it  your  day  was  largely  consumed 
with  trying  to  get  finished  with  the  process  during  your  second  ap- 
pearance before  this  Committee  in  deposition. 

Ms.  WRIGHT.  I  have  been  trying  to  get  finished  with  the  process 
since  the  beginning  of  the  first  deposition. 

Mr.  Ben-Veniste.  Having  gone  through  all  of  that,  and  having 
corrected  your  version  of  your  conversation  with  Mr.  Nash,  do  you 
have  anything  further  to  add?  If  not,  we'll  go  to  another  subject. 

Ms.  Wright.  No,  sir.  I  mean,  the  only  thing — not  to  that  specifi- 
cally, but  Mr.  Chertoff  made  reference  to  the  words  that  I  used  in 
the  deposition  responding  to  my  impression  as  that  the  money  was 
excessive  and  curious.  And  the  only  comment  that  I  would  like  to 
make  on  that  is  I  knew  nothing  about  that  campaign.  I  have  no 
idea  what  they  were  doing  with  that  money.  For  me  to  even  say 
it  was  excessive  and  curious  is  playing  a  regrettable  Monday  morn- 
ing quarterback  role,  which  is  inappropriate,  and  I  have  no  idea 
whether  it  was  excessive.  It  did  strike  me  as  curious  to  do  three 
checks  on  the  same  day.  That's  all. 

Mr.  Ben-Veniste.  In  any  event,  this  matter  has  been  investi- 
gated by  the  Independent  Counsel,  as  Mr.  Chertoff  brought  out. 
And  your  records  were  produced  to  the  Independent  Counsel  or  the 
FBI  or  both.  The  matter  has  been  the  subject  of  questioning,  by 
you,  by  individuals  or  authorities  other  than  this  Committee.  You 
have  testified  to  the  full  extent  of  your  knowledge  regarding  the 
1990  campaign  which  you  have  indicated  you  were  not  directly  as- 
sociated with? 

Ms.  Wright.  Correct. 

Mr.  BEN-VENISTE.  Let  me  ask  you  this.  Allegations  have  been 
made  regarding  the  relationship  between  Governor  Clinton  and 
David  Hale.  Mr.  Hale  has  characterized  his  relationship  with  the 
Governor  in  a  certain  way  in  testimony  which  was  given  publicly, 
for  the  first  time,  recently  in  the  trial  in  Arkansas.  I  would  like  to 
get  your  understanding  of  who  Mr.  Hale  was  in  early  1983  and  be- 
yond in  Arkansas  and  what  his  relationship  was  to  the  best  of  your 
ability  to  observe  and  provide  this  Committee  with  information  in 
connection  with  Governor  Clinton. 

Ms.  Wright.  Mr.  Hale  was  a  municipal  judge  who  had  been  ap- 
pointed initially  by  Governor  White. 

Mr.  Ben-Veniste.  I'm  sorry  to  interrupt  you,  but  for  those  who 
are  not  familiar  with  the  politics  of  Arkansas,  was  Governor  White 
a  Democrat  or  a  Republican? 

Ms.  Wright.  He  was  a  Republican  when  he  ran  for  Governor. 
But  he  had  been  a  Democrat  before  that.  Mr.  Hale  was  not  some- 
one we  knew  well.  He  did  not  have  a  good  reputation.  He  was  sort 
of  sleazy  and  we  basically  didn't  have  anything  to  do  with  him  ex- 
cept where  we  had  to  run  into  him,  and  we  were  friendly. 

Mr.  Ben-Veniste.  He  has  indicated  in  statements  he  has  made — 
and  I'm  paraphrasing — that  he  was  a  friend  of  Governor  Clinton. 
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Do  you  have  any  information  that  would  substantiate  a  claim  of 
friendship  between  Mr.  Hale  and  Mr.  Clinton? 

Ms.  Wright.  As  I  tried  to  say  in  my  opening  remarks,  political 
figures  get  to  make  an  awful  lot  of  friends,  and  they  did  know  each 
other.  Governor  Clinton  was  very  friendly  to  him,  as  he  is  to  even 
people  I  don't  think  deserve  his  being  friendly  to.  And  he  had  some 
relatives  who  were  friends.  I  also  think  Mr.  Hale  is  someone  who 
has  always  played  loose  with  facts  and  exaggerated. 

Mr.  Ben-Veniste.  We  have  had  testimony  in  that  regard  from  of- 
ficials of  the  Small  Business  Administration,  who  noted  that  Mr. 
Hale  had  exaggerated  and  embellished  and  lied  to  them  and  was 
a  "frequent  name-dropper."  But  in  terms  of  your  personal  observa- 
tion, was  that  true  in  this  regard? 

Ms.  Wright.  I  just  didn't  want  anything  to  do  with  Mr.  Hale.  I 
didn't  have — unless  he  called  about  some  matter  that  he  thought 
he  needed — that  needed  the  Governor's  office's  attention  about  his 
court.  We  didn't  have  much  to  do  with  him.  He  had  a  brother  who 
was  a  good  supporter  and  loyal  friend,  and  he  also  was  Judge  Hale. 
He  helped  put  together  several  fundraisers  for  us,  the  brother  did, 
and  I  think  David  came  to  those. 

Mr.  Ben-Veniste.  What  does  a  municipal  judge  deal  with?  Was 
this  a  high-level  judicial  authority? 

Ms.  Wright.  I  think  they  deal  with  traffic  violations  and  driving 
under  the  influence  violations,  things  within  the  city's  jurisdiction 
for  enforcement. 

Mr.  Ben-Veniste.  Did  there  come  a  time  when  you  learned  Mr. 
Hale  was  making  allegations  concerning  now  President  Clinton? 

Ms.  Wright.  I  did.  I  began  hearing  that  he  was  making  wild  ac- 
cusations about  some  kind  of  pressure  about  loans  and  money. 

Mr.  Ben-Veniste.  Did  you  have  any  contact  with  the  President 
or  Mrs.  Clinton  regarding  those  allegations? 

Ms.  Wright.  Yes.  Early  on,  President  and  Mrs.  Clinton  called  me 
on  the  phone  one  day,  I  believe  it  was  on  a  weekend,  and  we  had 
a  conversation  trying  to  imagine  what  on  earth  David  Hale  was 
talking  about.  We  were  trying  to  figure  out  if  maybe  he  was  allud- 
ing to  some  project  of  the  State  that  he  had  made  a  grant  to  or  a 
loan  to  and  we  couldn't  remember  anything  like  that.  We  were  all 
very  perplexed  trying  to  figure  out  what  it  might  be  related  to. 
None  of  us  could  remember.  I  mean,  he  was  clearly  somebody  we 
didn't  deal  with  or  have  a  lot  to  do  with,  and  I'm  not  even  certain 
that  the  information  we  had  at  that  point,  which  was  primarily 
through  the  press,  we  understood  that  it  was  allegedly  a  pressure 
for  something  dealing  with  the  personal  holdings  of  the  President. 
We  were  just  absolutely  perplexed  trying  to  figure  out  what  he  was 
talking  about,  and  we  couldn't  any  of  us  remember  ever  being  in- 
volved with  him  in  any  kind  of  a  loan  situation. 

Mr.  Ben-Veniste.  This  was  at  a  time  when  Mr.  Hale  was  under 
investigation  and  about  to  be  indicted  in  Little  Rock  and  was  try- 
ing to  plea  bargain  to  get  a  lesser  sentence.  As  his  lawyer,  Mr. 
Coleman  testified  before  this  Committee,  he  was  trying  to  make  a 
deal  to  get  immunity  for  Mr.  Hale  and  allow  him  to  stay  on  as  a 
judge,  while  refusing  to  provide  information  to  Federal  law  enforce- 
ment authorities  about  information  he  might  know.  He  approached 
the  media  to  try  to  sell  his  story  and  to  enhance  his  position  vis- 
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a-vis  his  bargaining.  And  all  that  comes  from  Mr.  Coleman.  So  it 
was  at  this  point  that  you  had  the  conversation  you  have  just  de- 
scribed to  us? 

Ms.  Wright.  To  my  understanding,  yes. 

Mr.  Ben-Veniste.  Mr.  Chairman,  we  will  cede  back  whatever  re- 
maining time  we  have. 

Senator  Dodd.  How  much  time  do  we  have  left  here? 

The  Chairman.  Two  minutes. 

Senator  Dodd.  I  think  it  should  be  2  minutes.  I  just  wanted  to 
come  back,  Ms.  Wright,  because  we  get  involved  in  these  hearings 
and  obviously  there  is  a  lengthy  line  of  questioning  on  a  certain 
point  that,  if  one  were  not  necessarily  familiar  with  everything,  one 
might  draw  some  conclusions.  It  also  reflects  the  amount  of  time 
and  attention  paid  to  a  particular  issue.  I  am  speaking  specifically 
about  the  Whitewater  issue  and  the  President's  preoccupation,  or 
lack  thereof,  with  this  issue.  Given  your  description  of  the  relation- 
ship between  Mr.  McDougal  and  Governor  Clinton,  I  would  like  to 
ask  you  about  how  important  the  Whitewater  investment  appeared 
to  the  Governor  during  the  1980's.  The  questioning  that  went  on 
could  lead  one  to  believe  that  this  investment  was  discussed  almost 
on  a  daily  basis. 

Ms.  Wright.  Oh. 

Senator  Dodd.  You  laugh,  but  people  aren't  familiar  with  this 
and  they  go  through  2,  3,  or  4  hours  of  questioning  about  a  particu- 
lar note  or  letter,  and  I'm  not  minimizing  the  importance  of  it,  but 
when  you  spend  2  or  3  hours  on  this,  one  could  be  left  with  the 
impression  that  this  was  a  constant  subject  of  preoccupation  or 
questioning  or  discussion.  I  want  to  ask  you,  was  that  so?  Was  that 
the  case? 

Ms.  Wright.  Not  so  at  all.  The  only  preoccupation  with  White- 
water occurred  once  a  year  when  we  filled  out  the  disclosure  forms 
to  file  as  to  whether  it  was  among  the  things  that  was  listed  on 
the  form 

Senator  Dodd.  Well,  did — I'm  sorry. 

Ms.  Wright.  — and  neither  were  we  preoccupied  with  Mr. 
McDougal.  Generally,  anything  to  do  with  Mr.  McDougal  occurred 
when  he  contacted  the  office  for  it. 

Senator  DODD.  For  instance,  was  there  any  discussion  between 
you  and  the  Governor  about  how  important  Whitewater  was  to  the 
future  Governor's  security?  Was  this  a  necessary  investment  for 
him  to  sort  of  build  up  a  financial  portfolio  of  some  kind? 

Ms.  Wright.  I  have  the  impression,  probably  not — from  general 
conversations,  not  those  specific  words,  that  at  one  point  they  had 
had  an  errant  fantasy  that  it  might  have  something  to  do  with  the 
financial  future,  but  that  notion  had  long  disappeared  by  the  time 
even  I  arrived  in  Arkansas. 

Senator  Dodd.  Was  there  any  notion  of  expressions  of  deep  ap- 
preciation to  Jim  McDougal  for  having  brought  this  investment  to 
him,  speaking  of  the  Governor? 

Ms.  Wright.  Oh,  no,  sir.  There  was  from  time  to  time,  concern 
arose  over  the  years  about  whether  he  was  handling  things  prop- 
erly, and  then  as  time  went  on,  whether  he  was  keeping  them 
properly  informed. 
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Senator  Dodd.  So,  in  your  opinion,  Whitewater  was  not  some- 
thing that  was  of  such  paramount  importance  to  the  Governor  that 
he  would  feel  obliged  to  extend  special  favors  or  attention  to  Mr. 
McDougal? 

Ms.  Wright.  Whitewater  was  like  a  pesky  gnat  that  you  kept 
batting  away  and  it  never  would  completely  go  away.  What  are 
these  lights? 

Senator  Dodd.  That's  letting  me  know  that  I  have  terminated 
my  questioning.  It's  not  for  you,  it's  for  me. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Actually,  Ms.  Wright,  it  was  kind  of  like  a 
$200,000  albatross,  because  you  understood,  as  you  have  testified, 
that  this  investment  always  lost  money;  right? 

Ms.  Wright.  I  think  I  testified  that  my  impression  was  that  the 
Clintons  thought  it  was  a  loser. 

Mr.  Chertoff.  And  of  course,  your  common  sense  tells  you,  that 
when  someone  takes  out  a  big  loan  on  an  investment  and  the  in- 
vestment doesn't  produce  any  revenue,  someone  has  to  keep  that 
loan  current.  In  fact,  as  we  discussed  in  your  opening  testimony, 
you  became  aware  that  there  were  some  issues  that  arose  some- 
time about  keeping  loans  related  to  Whitewater  current  or  being 
current  on  tax  payments;  right? 

Ms.  Wright.  Yeah,  a  couple  of  times  that  came  up. 

Mr.  Chertoff.  Can  you  understand  that  it  was  therefore  of  some 
interest  to  the  Clintons  to  make  sure  that  this  entire  project  didn't 
crash  and  they  then  come  on  the  hook  for  a  $200,000  loan?  I  mean, 
that  would  be  a  pretty  serious  financial  setback  for  a  couple  that 
didn't  have  a  lot  of  money  on  hand.  Would  you  agree  with  that? 

Ms.  Wright.  I  never  gave  it  that  kind  of  thought. 

Mr.  Chertoff.  Since  you  were  asked  questions  about  it,  let's 
work  through  it.  You  can  understand  that  if  during  the  period  from 
1982  to  1986,  roughly  the  paying  of  the  loan,  keeping  it  current  so 
it  doesn't  go  into  default,  was  basically  McDougal  pulling  money 
out  of  his  other  ventures.  If  he  did  go  into  default,  and  if  the  loan 
was  called  and  it  was  forced  to  be  paid  off,  and  if  McDougal  didn't 
have  enough  money,  the  Clintons  would  ultimately  have  a  lot  of 
substantial  financial  liability  and  a  big  embarrassment.  That 
makes  sense;  right? 

Mr.  Cohen.  Mr.  Chertoff,  do  you  want  her  to  assert  all  those 
facts?  I  understand  the  Committee  has  taken  a  lot  of  testimony  on 
the  subject. 

The  Chairman.  Counselor,  you're  really  going  afield.  I  think  he's 
setting  a  framework  by  which  he  will  raise  a  question.  She  can  ask 
for  it  to  be  repeated  and  we  can  narrow  the  question.  I'll  ask  him 
to  narrow  it.  Why  don't  you  sit  next  to  Ms.  Wright  so  if  you  have 
any  suggestions  you  want  to  give  to  her  or  if  she  wants  to  turn  to 
you,  she  can.  I  want  you  to  be  able  to  give  your  client  good  rep- 
resentation. Why  don't  you  come  on  up  to  the  podium? 

Mr.  Cohen.  Mr.  Chairman,  I'm  fine  from  here. 

The  Chairman.  We  are  not  going  to  have  you  interposing  your 
objections  from  the  first  row.  You  have  every  right  to  do  that  and 
to  protect  your  client,  but  I  want  you  to  do  it  at  the  table  if  you're 
going  to  do  it. 

Mr.  Cohen.  I  understand,  Mr.  Chairman. 
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The  Chairman.  All  right,  I  really  want  to  accord  you  that.  I 
think  you  should  take  the  benefit  of  that.  Please,  why  don't  you  do 
that?  It  will  be  more  orderly. 

Senator  SARBANES.  Ms.  Wright  can  turn  to  counsel  in  the  first 
row  if  she  needs  to,  can't  she? 

The  Chairman.  Senator,  when  you  weren't  here,  this  has  hap- 
pened several  times.  I  think  it  would  make  more  sense  unless, 
counsel,  you  have  some  specific  reason  why  you  don't  want  to  do 
it,  why  don't 

Mr.  Cohen.  We  are  fine  from  here,  Mr.  Chairman. 

The  Chairman.  OK,  but  I  am  going  to  ask  you  not  to  interpose 
your  objections  from  the  first  row.  I  am  according  you  that  oppor- 
tunity. Please  attempt  to  narrow  your  question  so  that  we  don't 
lose  the  witness  along  the  way,  Mr.  Chertoff.  I  think  that's  reason- 
able. 

Senator  Dodd.  Mr.  Chairman,  can  I  just  suggest,  I  understand 
your  point,  but  I  think  we  want  to  be  careful.  The  witnesses  here, 
they're  not  lawyers  necessarily.  If  there's  a  line  of  questioning,  just 
so  we  don't  set  a  precedent,  I  wouldn't  want  to  have  every  witness 
have  lawyers  sitting  at  the  table. 

The  Chairman.  No,  but  I  just  wanted  to  let  counsel  know,  and 
Ms.  Wright  know,  that  she  has  a  right  to  have  counsel  at  her  side. 
Nothing  should  be  imputed  or  implied  by  that,  but  it  would  provide 
for  a  more  orderly  way  of  giving  advice  to  your  client.  Also,  if  you 
want  to  stop  her  and  interpose  a  thought  or  an  objection  to  a  line 
or  the  manner  in  which  a  question  is  put  forth,  it  would  be  a  more 
orderly  way  to  do  it.  That's  all  I  am  suggesting. 

Mr.  Cohen.  I'll  be  at  the  table,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Ms.  Wright. 

Senator  Dodd.  The  question  was  preceded  by  a 

The  Chairman.  But  Senator  Dodd,  I  understood  that  and  I  asked 
Counsel  to  refrain  from  a  long  big  dialogue  on  it  and  to  narrow  the 
question,  so  why  don't  we  take  it  from  there. 

Mr.  Chertoff. 

Mr.  Chertoff.  Ms.  Wright,  would  you  agree  with  me 

Senator  Dodd.  Why  don't  you  get  a  microphone  for  the  lawyer 
so  he  can  pipe  right  up? 

Mr.  Cohen.  I  have  good  lungs,  Senator,  thank  you. 

Mr.  Chertoff.  Would  you  agree  with  me,  Ms.  Wright,  there 
would  be  a  great  interest  on  the  part  of  the  Clintons  of  having  this 
note  not  go  into  default  where  they  would  be  responsible  for  part 
or  all  of  that;  right? 

Ms.  Wright.  Any  investor,  I  believe,  would  have  that  concern.  I 
do  believe  that  is  still  tied  to  your  series  of  phrases  and  sentences 
earlier. 

The  Chairman.  Let's  strike  Mr.  Chertoff's  previous  statement 
which  led  up  to  a  question.  Let's  strike  this  one  just  raised.  Let's 
not  try  to  spell  out  a  whole  series.  Now  the  question  is  a  pretty 
simple  one.  I  want  you  to  frame  it  in  that  manner  as  it  relates  to 
whether  the  failure  of  Mr.  McDougal,  or  this  investment,  to  be  able 
to  keep  payments  up  would  have  been  a  concern  to  the  Clintons  in 
this  particular  case.  I  think  you  know  that's  really  the  question, 
but  Mr.  Chertoff,  please  put  the  question  to  Ms.  Wright. 
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Mr.  Chertoff.  Would  you  agree  with  me,  Ms.  Wright,  that  it 
was  in  the  Clintons'  interest  to  make  sure  all  those  Whitewater 
loans  were  being  kept  current  and  paid  so  that  they  didn't  default? 
Would  you  agree  with  that? 

Ms.  Wright.  It  was  in  the  Clintons'  best  interest  that  they  be 
kept  current  and  not  in  default. 

Mr.  Chertoff.  Because  if  they  defaulted,  the  Clintons  might 
personally  be  liable  for  a  lot  of  money;  right? 

Ms.  Wright.  Yes,  but  Mr.  Chertoff,  I  was  not — I  didn't  regard 
Whitewater  with  this  kind  of  depth  even. 

Mr.  Chertoff.  But  it's  a  very  simple 

The  Chairman.  Ms.  Wright,  let  me  tell  you,  one  of  the  problems 
here,  is  that  you  are  anticipating  what  he's  going  to  say.  It's  not 
a  trick  question. 

Ms.  Wright.  No,  I  am  not,  sir.  I  believe  he  is  asking  me  what 
I  think  the  Clintons  were  feeling. 

The  Chairman.  No,  he  is  not.  He  is  going  to  ask  you  a  specific 
question.  If  you  have  no  opinion,  you  can  say  you  have  no  opinion. 
If  you  have  no  knowledge,  you  can  say  you  have  no  knowledge. 
Let's  try  to  be  responsive  to  the  question,  though.  Go  ahead. 

Mr.  Chertoff.  Would  you  agree  with  me  that  if  the  loan  did  go 
into  default,  that  would  have  a  serious  negative  effect  on  the  Clin- 
tons because  they  would  be  liable  to  pay  the  loan  off? 

Ms.  WRIGHT.  I  don't  know  enough  about  Whitewater  to  be  able 
to  agree  or  disagree  with  you  on  that.  I  know  that  I  would  be  in 
serious  trouble  if  I  didn't  get  a  loan  paid  off  from  me. 

Mr.  Chertoff.  Therefore,  you  would  agree  the  Clintons  had  an 
interest  in  making  sure  that  Mr.  McDougal  was  able  to  keep  the 
loans  current;  right? 

Ms.  Wright.  Well,  it  was  important  to  the  Clintons  that  the 
McDougals  run  the  business  in  a  responsible  and  current  fashion. 

Mr.  Chertoff.  Because  if  Mr.  McDougal  himself,  if  his  financial 
house  fell  down  and  he  wasn't  able  to  keep  the  investment  up,  then 
the  burden  would  fall  on  the  Clintons.  That's  just  simple  common 
sense;  right? 

Ms.  Wright.  I  don't  know.  I  don't  know  that  until  recently  we 
linked  Whitewater,  in  any  way,  to  the  other  McDougal  invest- 
ments. 

Mr.  Chertoff.  As  far  as  you  know?  You  didn't  link  them  in  your 
own  mind  is  what  you're  telling  me? 

Ms.  Wright.  I  can  only  talk  about  what  I  thought. 

Mr.  Chertoff.  The  1985  fundraiser  was  spurred  by  another  loan 
that  Mr.  Clinton  had  taken  out,  this  time  to  fund  his  1984  cam- 
paign; right?  There  was  a  deficit  from  the  1984  campaign;  right? 

Ms.  Wright.  It  was  spurred  by  our  need  for  political  money. 

Mr.  Chertoff.  There  was  a  deficit  from  the  1984  campaign  be- 
cause Mr.  Clinton  had  taken  out  a  personal  loan? 

Ms.  Wright.  We  still  had  some  left  to  pay  off,  yes. 

Mr.  Chertoff.  He  had  to  pay  it  off.  It  was  a  personal  loan  that 
he  took  out? 

Ms.  Wright.  Yes,  sir,  but  that  is  a  formality.  The  loan  was  to 
the  campaign,  not  to  Mr.  Clinton.  Under  Arkansas  law,  a  bank 
could  not  make  a  loan  to  a  campaign  committee  but  only  to  the 
candidate.  There  was  no  question  we  were  going  to  pay  that  loan. 
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Mr.  CHERTOFF.  You  don't  have  to  be  defensive.  I  just  want  to  be 
clear.  The  loan  was  in  Mr.  Clinton's  name,  the  1984  loan? 

Ms.  Wright.  Yes,  sir.  Yes,  sir,  it  was. 

Mr.  CHERTOFF.  Some  of  the  1985  money  for  the  fundraiser  was 
used  to  pay  back  that  loan;  right? 

Ms.  Wright.  Correct. 

Mr.  CHERTOFF.  I  assume  you  filed  that  in  campaign  disclosure 
reports? 

Ms.  Wright.  Yes,  sir. 

Mr.  CHERTOFF.  When  were  those  filed,  in  1985? 

Ms.  Wright.  Yes,  sir. 

Mr.  CHERTOFF.  Do  you  remember  how  much  of  the  money  that 
was  taken  in  at  the  fundraiser  was  used  to  pay  off  that  1984  debt? 

Ms.  Wright.  I  don't. 

Mr.  CHERTOFF.  When  we  were  talking  about  the  1990  fundraiser, 
I  think  you  made  the  observation  a  few  moments  ago  that  what 
you  found — I'll  use  the  words  you  used  in  your  deposition — "exces- 
sive in  amount  and  curious  in  manner"  about  the  1990  cash  with- 
drawals was  the  notion  that  you  have  separate  checks  written  on 
the  same  day  at  the  same  time.  Can  I  conclude  from  that,  as  some- 
one who  has  experience  in  campaigns,  when  you  see  that  kind  of 
sequence  of  checks,  it  sets  off  like  a  little  red  flag  in  your  mind. 
You  have  to  look  at  something  a  little  more  closely;  right? 

Ms.  Wright.  I  found  it  curious.  I  don't  know  enough  about  the 
campaign  to  know  whether  it's  red  flags.  And  my  even — my  usage 
of  words  like  that  reveals  that  I  still  do  Monday — what  do  you  call 
it — Monday  morning  quarterbacking,  about  Mr.  Clinton's  cam- 
paigns when  I  had  nothing  to  do  with  them. 

Mr.  CHERTOFF.  Well,  let's  talk  about  the  one  you  did  have  to  do 
with,  the  1985  fundraiser.  I  would  like  to  put  before  you  three 
cashier's  checks,  all  three  of  them  dated  April  4,  1985,  which  were 
turned  in  at  the  fundraiser.  I'll  give  them  to  you  in  a  second.  The 
fundraiser  was  actually  held  at  the  Madison  Guaranty  Bank  build- 
ing; right? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  It  was  in  the  lobby? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  About  20  people  attended? 

Ms.  Wright.  I  do  not  remember  for  sure,  but  it  was  not  many 
people. 

Mr.  Chertoff.  You  collected  the  checks? 

Ms.  Wright.  I  did. 

Mr.  Chertoff.  You  deposited  them  in  the  appropriate  accounts; 
is  that  right? 

Ms.  Wright.  I  did. 

Mr.  Chertoff.  Interestingly,  we  have  here  $9,000  worth  of 
checks.  Am  I  right  that  some  of  the  checks  came  in  later,  but  on 
that  day  you  took  in  around  $20,000,  give  or  take? 

Ms.  Wright.  I  believe  it  was  $22,000  that  day  and  then  the  total, 
I  think  we  got  two  subsequent  mailings  of  checks.  I  think  the  total 
was  around  $30,000. 

Mr.  Chertoff.  Now  on  the  day  where  you  take  in  about  $20,000, 
almost  half  of  that  comes  in  these  three  checks.  If  you  look  at  these 
checks,  you  see  that  one  is 
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The  Chairman.  Would  you  identify  the  checks  you're  speaking  of, 
Mr.  Chertoff? 

Mr.  Chertoff.  I  will  do  it  as  we  speak.  There  is  a  check  from 
J.W.  Fulbright  for  $3,000  to  the  Bill  Clinton  Campaign  Fund,  one 
from  Ken  Peacock  for  $3,000  to  Bill  Clinton,  and  there  is  one  from 
Dean  Landrum  for  $3,000  to  Bill  Clinton.  They  are  all  dated  April 
4th.  If  you  look  at  the  checks,  they  are  all  cashier's  checks;  right? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  Was  that  common  to  get  cashier's  checks  in  the 
campaign? 

Ms.  Wright.  It  was  not  uncommon. 

Mr.  Chertoff.  Not  uncommon.  That  means  they  were  checks 
someone  purchased  from  the  bank,  not  regular  checks  you  use  in 
the  course  of  your  ordinary  checking;  right?  That's  what  cashier's 
checks  are? 

Ms.  Wright.  If  you  say  so. 

Mr.  Chertoff.  You  don't  know  what  cashier's  checks  are? 

Ms.  WRIGHT.  [Nonverbal  response.] 

Mr.  Chertoff.  Since  we  talked  about  sequential  checks  written 
to  you  the  same  day  in  1990,  did  it  seem  odd  to  you  these  checks 
were  sequentially  numbered  2496,  2497,  2498,  as  if  they  were  is- 
sued right  at  the  same  time,  one  after  the  other,  on  the  same  day, 
at  the  bank? 

Ms.  Wright.  No,  sir,  it  didn't. 

Mr.  Chertoff.  You  didn't  see  anything  odd  about  that? 

Ms.  Wright.  I  didn't  know  then,  and  I  don't  know  now  anything 
about  what  any  of  these  people's  banking  relationships  was,  and 
Mr.  McDougal  had  a  deadline  of  producing  money  for  a  fundraiser 
that  day,  and  whatever  the  arrangements  were,  they  did.  No,  it 
didn't  occur  to  me  as  odd. 

Mr.  Chertoff.  Mr.  McDougal  had  a  deadline  for  that  day? 

Ms.  Wright.  He  set  the  date  and  that  was  the  day — was  this  the 
day  of  the  fundraiser? 

Mr.  Chertoff.  Yes,  but  you  say  you  had  a  deadline  of  producing 
the  money  that  day.  Is  that  true? 

Ms.  Wright.  Yes,  but  that  is  absolutely  no  comparability  to  what 
I  meant  was  curious  about  the  other  three  checks,  Mr.  Chertoff. 

Mr.  Chertoff.  But  let  me  come  back  to  your 

Ms.  Wright.  The  other  three  checks  were  for  cash. 

Mr.  Chertoff.  Let  me  ask  you  this  question.  You're  saying  to  us 
that  Mr.  McDougal  had  an  obligation,  or  had  a  deadline,  to  produce 
the  money  on  that  day.  Why  was  it  Mr.  McDougal's  obligation  to 
produce  the  money  on  that  day? 

Ms.  Wright.  I  don't  mean  an  obligation.  He  had  set  that  day  as 
the  fundraiser  and  I  think  most  people  who  agree  to  put  together 
a  fundraiser  want  to  produce  money  at  the  fundraiser,  so  I  mean 
it  was  his  self-imposed  deadline,  not  anything  we  put  on  him.  I 
don't  think  we  had  any  notion  of  how  much  money  he  was  or 
wasn't  going  to  raised  before  we  went. 

Mr.  Chertoff.  In  fact,  you  told  us  some  of  the  money  came  in 
after  the  deadline;  right? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  These  three  checks,  when  you  look  at  them,  and 
you  have  already  acknowledged  this  is  about  half  the  money  you 
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picked  up  on  that  day,  did  you  wonder — I  mean,  you  knew  who 
J.W.  Fulbright  was;  right? 

Ms.  Wright.  Certainly. 

Mr.  Chertoff.  Was  he  at  the  fundraiser? 

Ms.  Wright.  He  was  not.  It  was  a  great  disappointment,  because 
the  date  had  been  selected  and  suggested  by  Mr.  McDougal  because 
it  was  a  date  when  Senator  Fulbright  could  come. 

Mr.  Chertoff.  Did  you  think  that,  when  you  looked  at  these  se- 
quential checks  issued  one  right  after  the  other  on  the  same  day 
at  the  bank,  Mr.  Fulbright,  Mr.  Peacock,  and  Mr.  Landrum  had  all 
walked  in  together  and  stood  in  line  to  purchase  cashier's  checks 
for  the  maximum  allowable  limit  for  contributions? 

Ms.  Wright.  I  didn't  concern  myself  about  their  banking  prac- 
tices at  all,  Mr.  Chertoff. 

Mr.  Chertoff.  But  you  concerned  yourself  about  complying  with 
the  campaign  rules;  right?  That  was  your  job,  a  principal  job  of 
yours  as  a  Campaign  Manager;  right? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  And  you  were  the  person  who  took  in  the  money; 
right? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  Didn't  this  sequence  of  checks  kind  of  leap  out  at 
you,  and  say  this  looks  a  lot  like  someone  is  deliberately  structur- 
ing a  large  contribution,  in  three  separate  cashier's  checks,  in  three 
separate  names? 

Ms.  Wright.  No,  sir,  I  didn't. 

Mr.  Chertoff.  It  didn't  raise  any  question  in  your  mind?  You 
didn't  have  any  desire  to  inquire  or  ask  any  questions  about  the 
remarkable  coincidence  of  three  contributors  taking  out  the  maxi- 
mum allowable  contribution  under  law,  in  three  cashier's  checks, 
issued  by  McDougal's  bank,  on  the  same  day — literally  one  after 
the  other  after  the  other.  None  of  that  caused  you  to  have  any 
question  in  your  mind? 

Ms.  Wright.  Were  there  three  or  four  cashier's  checks? 

Mr.  Chertoff.  Well,  I  have  three.  If  you  know  of  a  fourth,  I 
would  be  interested  in  hearing  about  it. 

Ms.  Wright.  I  mean,  I  just  don't  remember. 

Mr.  Chertoff.  Let's  work  with  these  three. 

Ms.  Wright.  It  wasn't  uncommon.  As  you  know,  I  don't  really 
know  what  a  cashier's  check  is,  except  that  it  is  a  valid  trade  of 
money  that  we  put  into  the  bank  and  the  bank  accepted  it  as  a  de- 
posit. I  don't  know  what  cashier's 

Mr.  Chertoff.  It  is  awfully  hard  to  believe  that  a  woman  who 
has  managed  three  or  four  Gubernatorial  campaigns 

Ms.  Wright.  It  was  not  uncommon  that  we  got  cashier's  checks. 

Mr.  Chertoff.  Let  me  finish.  In  a  system  where  there  are  cam- 
paign limits  as  to  how  much  you  can  give,  where  it's  not  appro- 
priate to  give  money  or  reimburse  other  people's  contributions,  you 
were  the  chairman  of  the  party,  and  you're  going  to  tell  us  that  you 
don't  even  know  what  a  cashier's  check  is? 

Ms.  Wright.  I  don't  know  why  people  use  cashier's  checks.  I 
have  never  bought  one,  so  I  don't  know.  All  I  know  is  that  it  was 
not  uncommon  that  we  received  contributions  in  cashier's  checks. 

A  far  greater  concern  to  me,  Mr.  Chertoff,  was 
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Mr.  Chertoff.  If  you  don't  mind,  my  concern  first. 

Ms.  Wright.  Except  that  you  put  this  concern  in  your  question. 

The  Chairman.  Please,  let  her  finish.  Go  ahead. 

Ms.  Wright.  You  made  reference  to  the  amounts,  and  that  was 
the  concern  to  me,  and  I  know  that  I  immediately  checked  to  make 
certain  that  these  people  were  giving  legal  amounts.  That  was  my 
concern. 

Mr.  Chertoff.  Because  you  knew  if  one  of  them  or  someone  else 
wanted  to  give  $9,000  himself,  you  couldn't  give  $9,000  in  a  single 
block.  The  only  way  you  can  legitimately  book  it  in  the  campaign 
is  to  have  it  in  separate  checks;  right?  Separate  amounts  for  each 
individual? 

Ms.  Wright.  Mr.  Chertoff,  I  never  looked  at  these  three  checks 
and  thought  that  a  person  was  giving  $9,000. 

Mr.  Chertoff.  You  acknowledged  a  moment  ago,  I  think,  that 
you  do  understand  that  cashier's  checks  have  to  be  purchased,  you 
go  to  the  bank  to  purchase  them? 

Ms.  Wright.  I  don't  know  where  you  get  cashier's  checks.  I  think 
you  get  them  at  banks,  and  I  don't  know,  I  have  never  bought  a 
cashier's  check.  I  don't  know  why  people  use  them. 

Mr.  Chertoff.  Sometimes  they  use  cashier's  checks  because 
their  credit  history  isn't  good  and  people  want  to  make  sure  the 
check  is  good,  but  we'll  come  back  to  that. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Well,  Mr.  Chertoff  has  posed 

Senator  Dodd.  Can  I  venture  one  point  before  you  start?  You 
may  not  be  aware  of  this,  Ms.  Wright,  but  there  was  a  line  of  ques- 
tioning that  was  asked  of  you  about  Whitewater  being  predicated 
on  the  premise,  and  I  think  an  inaccurate  premise,  that  the  Clin- 
tons knew  that  Mr.  McDougal  was  keeping  the  Whitewater  loan 
current.  Therefore,  the  question  about  whether  the  Clintons  were 
concerned  about  McDougal's  financial  condition.  The  law  firm  of 
Pillsbury  Madison  hired  by  the  RTC,  at  a  cost  of  around  $4  million 
to  do  their  investigation,  concluded,  and  I  quote: 

There  is  no  basis  to  assert  that  the  Clintons  knew  anything  of  substance  about 
the  McDougals'  advances  to  Whitewater.  The  source  of  the  funds  used  to  make  the 
advances  or  the  source  of  the  funds  used  to  make  payments  on  bank  debt. 

So  the  premise  of  Mr.  Chertoff's  question  about  whether  or  not 
the  Clintons  should  have  been  nervous  or  you  should  have  been 
nervous  about  Mr.  McDougal's  financial  condition  is  false  because 
there  is  no  indication  based  on  a  $4  million  study  by  Pillsbury 
Madison  that  they  were  aware  of  that.  I  just  want  to  make  that 
point  because  it  sort  of  lays  out  the  assumption  you  should  some- 
how know  about  it.  In  fact,  the  investigation  said  that  there  was 
no  way  they  should  have. 

I'm  sorry,  Mr.  Chairman.  I  apologize.  Go  ahead. 

Mr.  Ben-Veniste.  Ms.  Wright,  let  me  address  another  sort  of 
presumption  that  was  built  into  the  questioning  regarding  these 
three  cashier's  checks.  If  this  were  a  court  of  law,  one  would  make 
an  objection  based  on  a  fact  not  in  evidence.  What  I'm  referring  to 
is  the  assumption  that  you  studied  these  cashier's  checks  to  deter- 
mine that  the  checks  were  sequentially  numbered.  Did  you  make 
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such  a  study  of  the  checks,  other  than  their  amounts  and  who  the 
donors  were? 

Ms.  Wright.  Not  only  did  I  not,  in  the  course  of  these  investiga- 
tions that  have  gone  on — which  have  considered  the  1985  fund- 
raiser, which  are  many,  even  beyond  this  Committee,  I  have  pro- 
duced documents  about  this  fundraiser.  And  I  have  to  say,  Mr. 
Chertoff  made  me  aware  for  the  first  time  that  they  were  sequen- 
tially numbered.  I  have  never  noticed  it  even  in  all  the  studying 
I  have  done  of  them  in  the  course  of  investigations. 

Mr.  Ben-Veniste.  To  the  best  of  my  knowledge — and  I  am  sure 
Mr.  Chertoff  will  correct  me  if  I  am  in  error — in  all  of  his  extensive 
questioning  of  you  over  2  days,  such  a  question  did  not  occur  to  Mr. 
Giuffra.  Nobody  has  questioned  you  before  about  this  obvious  and 
blatant  sequential  numbering  of  cashier's  checks;  isn't  that  so? 

Ms.  Wright.  When  Mr.  Chertoff  mentioned  that  they  were  se- 
quential was  the  first  time,  I  never  noticed  that,  ever.  And  believe 
me,  I  have  touched  these  a  lot  in  the  last  couple  of  years,  and  I 
have  never  noticed  it,  much  less  at  the  time. 

Mr.  Ben-Veniste.  Now,  your  issue  in  reviewing  the  contribu- 
tions, as  I  understand  your  testimony,  was  to  determine  that  no 
donor  had  exceeded  the  permissible  amount.  Is  that  correct? 

Ms.  Wright.  That's  correct. 

Mr.  Ben-Veniste.  What  process  would  you  go  through  to  do 
that? 

Ms.  Wright.  I  went  to  the  computer  terminal,  looked  up  the 
dates  of  the  last  contributions  and  if  they  didn't  exceed,  then  they 
applied  them  to  the  1984  campaign  for  the  debt.  If  that  would  put 
them  over,  I  applied  the  contribution  to  the  1986  campaign. 

Mr.  Ben-Veniste.  And  that  was  done  in  connection  with  this 
fund-  raiser  as  well  as  others,  I  take  it? 

Ms.  Wright.  Oh,  yes,  that  was  my  routine. 

Mr.  Ben-Veniste.  Who  was  responsible  for  writing  letters  thank- 
ing the  donors  for  their  contributions  at  such  events? 

Ms.  Wright.  It  would  have  occurred  under  my  supervision. 

Mr.  Ben-Veniste.  Well,  we  have  here  the  list  of  all  of  the  indi- 
viduals who  contributed  either  in  person  or  otherwise  through  that 
fundraiser,  and  the  letters  that  were  sent  out  thanking  those  indi- 
viduals. But  I  have  to  say  that  if  we  are  going  to  get  in  this  Com- 
mittee into  presumptions  based  on  campaign  contributions,  that 
the  candidate  or  his  chief  finance  committee  operative  must  know 
things  about  the  contributions  that  are  not  apparent  on  their  face, 
then  I  have  to  say,  Senator,  that  we  could  be  here  for  years  inves- 
tigating any  number  of  differential  allegations  that  could  easily  be 
made  on  the  benefit  of  hindsight. 

Following  up  on  the  point  that  you  made  in  your  initial  com- 
ments to  this  Committee,  Ms.  Wright,  that  political  figures  are 
very  vulnerable  to  the  problems  that  people  who  make  contribu- 
tions to  their  campaigns  get  into  subsequently,  because  there  is  an 
association.  If  we  spend  our  time  in  this  Committee  on  that  time, 
not  just  from  the  mid-1980's  but  even  more  recently,  we'll  never  get 
finished  with  our  job.  The  June  17th  date  would  be  laughable. 

Ms.  Wright.  I  cannot  imagine  that  the  Chairman  who  has  been 
through  a  comparable  experience  would  pursue  that,  and  certainly 
I  am  very  sympathetic  right  now  with  the  problems  that  Senator 
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Dole  is  undergoing  with  the  public  scrutiny  about  sources  of  con- 
tributions that  he  took,  and  I  don't  believe  that  either  Senator 
D'Amato  or  Senator  Dole  had  an  awareness  of  improper  sources. 
And  we  had  no  awareness  that  there  was  anything  suspicious 
about  the  sources. 

Senator  Dodd.  I  want  to  point  out  too,  and  I  don't  know  how 
much  involvement  Mr.  Chertoff  has  had  in  campaigns.  A  lot  of  us 
have.  I  look  down  at  the  dates  and  4/4  seems  to  be  the  prevalent 
date  of  the  checks.  Something  was  made  of  the  fact  that  they  are 
all  dated  that  day,  but  that's  fairly  customary.  I  mean,  people  that 
come  to  events  of  mine,  it's  not  uncommon  for  them  to  write  the 
check  at  the  event  or  write  it  before  they  come  to  the  event,  as  a 
practical  matter.  Normally — again,  now,  there  is  a  Gubernatorial 
requirement  to  meet,  and  I  have  not  been  a  candidate  for  State  of- 
fice, but  there's  certain  things  that  people  look  for,  and  obviously 
the  amounts  involved  to  make  sure  you  don't  exceed,  and  we  have 
other  requirements  such  as  occupations  and  so  forth.  We  have  to 
require,  and  basic  instructions  to  my  staff  is  to  check  those  sorts 
of  things. 

One  of  the  things  that  the  Federal  Elections  Commission  has  not 
asked  us  to  do,  and  that  is  unless  you're  aware  of  it,  is  to  sort  of 
probe  and  call  a  person  and  ask  the  question  about  if  the  check  is 
written  in  someone's  name,  and  accordingly,  the  assumption  is  it's 
from  that  individual.  You  start  calling  everybody  and  saying  is  this 
really  your  check,  it  gets  a  little  ridiculous,  so  none  of  us  do  that 
that  I'm  aware  of. 

So  again,  I  don't  know  how  aware  Mr.  Chertoff  is  or  others  are 
of  these  kind  of  processes  that  people  who  are  seeking  offices  go 
through.  It's  not  uncommon. 

Senator  Dole — and  I  wouldn't  disagree  with  your  conclusion  on 
that.  It  would  be  a  rare  occurrence,  an  occasion,  if  someone  was 
aware  of  that  going  on,  but  it's  not  unique.  So  the  implication 
somehow  that  this  should  have  been  jumping  off  the  page  at  you 
when  you  see  J.W.  Fulbright  writing  a  check,  you're  not  going  to 
sit  there  and  call  Senator  Fulbright  and  say,  boy,  I  wonder  where 
that  one  comes  from.  Unless  I'm  wrong,  it's  just  the  practicalities 
of  this. 

In  fact,  the  other  day  in  a  response,  in  a  column  written  by  Joe 
Stevens,  Senator  Dole  said,  "In  this  business  you  don't  know  who 
is  giving  you  money.  We  turned  it  over  to  the  FEC." 

For  all  of  us  sitting  here,  you  hope  this  is  done  right,  you  have 
to  watch  for  some  of  these  things  that  may  be  glaring,  but  to  sug- 
gest somehow  that  this  should  have  jumped  off  the  page  at  some- 
one, I  have  to  tell  you,  as  a  practical  matter,  you  know,  20/20  hind- 
sight is  a  wonderful  luxury,  and  even  there,  no  indication  in  the 
sense  that  you  would  have  anything  but  to  suspect  you're  looking 
at  check  numbers  here,  that  you  should  have  been  calling  Senator 
Fulbright  or  doubting  somehow  that  he  made  a  contribution  is  ri- 
diculous on  its  face  in  my  view. 

Thank  you,  Senator. 

Ms.  Wright.  That's  correct.  I  would  point  out,  though,  in  addi- 
tion, that  one  of  the  headaches  about  cashier's  checks  is  that  they 
don't  bear  an  address,  and  we  were  required  to  have  an  address 
both  for  sending  the  thank  you  letter  and  for  the  official  records. 
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And  the  addresses  for  two  of  these  checks  were  among  ones  we 
didn't  have  and  had  to  get  sent  to  us  afterwards.  You  have  the  re- 
sponse to  that  providing  those  addresses. 

The  Chairman.  Mr.  Chertoff. 

Ms.  Wright.  I  never  sat  around  fondling  campaign  checks  to 
study  them.  I  always  deposited  them  just  about  as  fast  as  I  could. 

Mr.  Chertoff.  Now  this  1985  fundraiser,  you  had  been  asked 
some  questions  about  David  Hale.  I  mean,  some  of  the  figures  who 
were  involved  in  the  transactions  which  Mr.  Hale  was  part  of  in 
1985  and  1986,  moving  money  in  and  out  of  his  Small  Business  Ad- 
ministration-funded company  into  various  properties  owned  by 
Madison  Guaranty  Savings  &  Loan  and  out  again.  Let  me  ask  you 
whether  a  number  of  the  people  who  were  part  of  that  group  that 
handled  that  money  in  1985-1986  happened  to  come  to  this  fund- 
raiser, whether  to  your  knowledge  there  were  people  who  were  at 
the  fundraiser  because  they  were  very  close  associates  of  Jim 
McDougal.  I  guess  Jim  Guy  Tucker  was  at  this  fundraiser;  right? 

Ms.  Wright.  Yes,  he  was  one  of  the  few  people  there  that  I 
knew. 

Mr.  Chertoff.  Actually,  didn't  he  give  the  money  in  the  name 
of  his  cable  company? 

Ms.  Wright.  Correct. 

Mr.  Chertoff.  The  Henleys  were  there? 

Ms.  Wright.  That  was  the  first  time  I  had  seen  him  since  we 
had  defeated  him  in  the  1982  primary  and  times  had  been  very 
tense,  so  I  was  very  aware  that  he  was  there  in  1985. 

Mr.  Chertoff.  David  and  James  Henley  were  there;  right? 

Ms.  Wright.  I  think  at  least  one  of  them  was  there. 

Mr.  Chertoff.  They  gave  money? 

Ms.  Wright.  Yes,  sir. 

The  Chairman.  Who  are  the  Henleys? 

Mr.  Chertoff.  They  are  the  brothers  of  Susan  McDougal. 

Ms.  Wright.  Yes,  and  one  was  a  State  Senator  at  that  time,  I 
believe. 

Mr.  Chertoff.  Do  you  know  whether  they  engaged  in  some  of 
the  transactions  which  are  the  subject  of  the  case  in  which  Mr. 
Hale  has  testified? 

Ms.  Wright.  The  Henleys? 

Mr.  Chertoff.  Yes. 

Ms.  Wright.  I  don't  know. 

Mr.  Chertoff.  Larry  Kuca,  do  you  know  him? 

Ms.  Wright.  No,  sir. 

Mr.  Chertoff.  Do  you  know  whether  he  gave  money? 

Ms.  Wright.  His  is  among  the  checks  that  we  provided  you,  yes. 

Mr.  Chertoff.  Is  he  the  individual  who  pled  guilty  in  connection 
with  the  investigation  down  in  Little  Rock? 

Ms.  Wright.  I  don't  know. 

Mr.  Chertoff.  Ken  Peacock,  do  you  know  Ken  Peacock? 

Ms.  Wright.  I  don't. 

Mr.  Chertoff.  Steven  Smith,  do  you  know  Steven  Smith? 

Ms.  Wright.  I  don't. 

Mr.  Chertoff.  What  about  Chris  Wade?  Was  Chris  Wade 

Ms.  Wright.  I  have  met  Mr.  Wade. 

Mr.  Chertoff.  Did  he  give  money? 
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Ms.  Wright.  He  was  a  regular  contributor. 

Mr.  Chertoff.  Do  you  know  whether  he  was  involved  as  the 
broker  on  the  Whitewater  matter? 

Ms.  Wright.  I  know  that  now,  and  I  am  not  certain  that  he  was 
at  that  fundraiser. 

Mr.  Chertoff.  But  he  gave  money? 

Ms.  Wright.  I  think  we  got  the  check  subsequent  to  the  fund- 
raiser. 

Mr.  Chertoff.  It  was  a  check  from  Chris  Wade? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  Did  you  know,  at  the  time,  that  he  was  the 
broker  for  Whitewater? 

Ms.  Wright.  No,  sir. 

Mr.  Chertoff.  R.  D.  Randolph,  do  you  remember  him  giving 
money? 

Ms.  Wright.  Yes,  sir,  and  I  believe  Mr.  Randolph  was  present 
at  the  fundraiser. 

Mr.  Chertoff.  He  was  a  director  of  Madison  Guaranty;  right? 

Ms.  Wright.  I  don't  know. 

Mr.  Chertoff.  What  was  his  relationship  with  the  Governor? 

Ms.  Wright.  I  don't  know  how  they  knew  each  other.  He  was 
someone  who  had  been  around  politics  in  the  State.  I  don't  remem- 
ber, he  may  have  also — I  don't  remember. 

Mr.  Chertoff.  Did  you  know  he  was  involved  in  one  of  these 
transactions  that  Mr.  Hale  has  testified  about  involving  a  partner- 
ship between  himself  and  Governor  Tucker  and  Mr.  McDougal? 

Ms.  Wright.  I  know  that  now. 

Mr.  Chertoff.  You  did  not  know  that  at  the  time  of  the  fund- 
raiser? 

Ms.  Wright.  Not  at  all. 

Mr.  CHERTOFF.  Didn't  Mr.  Randolph,  in  fact,  kind  of  throw  this 
fundraiser  back  in  your  face  a  couple  of  years  later  when  he  want- 
ed the  Governor  to  sign  off  on  some  legislation  that  affected  one  of 
Mr.  McDougal's  projects,  the  Castle  Sewer  &  Water  matter? 

Ms.  Wright.  I  think  you  are  referring  again  to  one  of  the  office 
memos  that  we  had,  and  I  think  that's  what  he  was  doing.  I  don't 
know  that  for  sure. 

Mr.  Chertoff.  Let's  get  the  memo  to  you.  It  is  dated  April  14th, 
and  it's  to  "BC  from  NH,"  NH  being  Nancy  Hernreich,  and  we  will 
pull  it  out  for  you. 

Ms.  Wright.  I  have  it,  sir. 

Mr.  Chertoff.  It  has  that  characteristic  checkmark  from  the 
Governor  indicating  he  had  read  the  memo;  right? 

Ms.  Wright.  Yes,  it  also  has  a  comment  from  him  on  the  memo. 

Mr.  Chertoff.  It  says: 

Mr.  Randolph  dropped  by  to  see  you  this  morning  to  talk  to  you  about  the  Water 
Bill  you  vetoed.  He  said  that  he  talked  to  you  on  Sunday  morning.  He  wants  to 
know  if  the  veto  is  going  to  stand.  He  would  like  you  to  call  Jim  Guy  Tucker  about 
this.  He  said  that  he  has  a  difficult  time  getting  an  answer  from  you.  He  mentioned 
a  meeting  between  you,  Tucker  and  Jim  McDougal  a  couple  of  years  ago  which  in- 
volved $33,000.  This  was  pretty  cryptic.  He  seemed  angry.  Someone,  I  think  he  pre- 
fers you,  needs  to  call  Tucker. 

Now  when  you  saw  this,  I  take  it  you  understood  the  reference 
to  the  meeting  between  the  Governor,  Tucker,  and  McDougal  in- 
volving $30,000  to  be  a  reference  back  to  this  1985  fundraiser? 
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Ms.  Wright.  I  didn't  understand  that.  I  suspected  it  because  it 
also  was  not  uncommon  that  people  who  had  contributed  money, 
when  they  got  angry  with  an  action  of  yours,  decided  that  they 
would  throw  it  in  your  face.  And  I,  in  fact,  have  engaged  in  that, 
when  someone  voted  in  a  way  that  displeases  me  to  whom  I  had 
written  even  a  $50  check.  I'll  say  I  wish  I  had  never  given  you  that 
$50.  I  mean,  it  was  not  an  uncommon  thing  for  people  to  link  their 
unhappiness  with  a  regret  of  being  associated  with  money,  and  I 
saw  that — and  my  guess  was  that  Mr.  Randolph  was  doing  this,  al- 
though I  also  thought  he  was  wildly  exaggerating  the  amount. 

Mr.  Chertoff.  Well,  in  fact,  he  was  pretty  close.  How  much  did 
the  fundraiser  take  in,  about  $39,000? 

Ms.  Wright.  No,  sir.  I  think  it  was  $30,200  or  $30,500. 

Mr.  Chertoff.  So  this  $33,000  isn't  really 

Ms.  Wright.  But  I  have  to  tell  you,  at  that  time  I  thought  that 
fundraiser  raised  the  amount  of  money  I  left  there  with.  It  has — 
only  in  the  reconstruction  of  the  investigations  have  I  linked  the 
checks  that  came  subsequently  as  part  of  that  fundraiser. 

Mr.  Chertoff.  Did  you  actually  have  a  conversation  with  Mr. 
Randolph  about  this,  with  R.D.  Randolph? 

Ms.  Wright.  I  don't  remember  whether  I  did  or  not. 

Mr.  Chertoff.  Whether  Randolph  didn't  say  to  Ms.  Hernreich 
that  he  was  sore  about  the  thousand  dollars  or  the  $3,000  he  had 
given  or  the  $2,000  he  had  given,  he  talked  about  the  $33,000.  How 
did  Mr.  Randolph  know  what  the  total  take  was  on  that? 

Ms.  Wright.  I  have  no  idea,  Mr.  Chertoff.  You'll  just  have  to  ask 
Mr.  Randolph.  I  didn't  give  it  another  thought.  I  wouldn't  have  spo- 
ken to  anybody  about  it.  It  is  not  uncommon  that  a  former  contrib- 
utor will  throw  something  about  having  raised  money  for  you  or 
giving  money  to  you  up  in  your  face  when  they  are  unhappy  with 
you.  I  took  note  of  that  as  likely  theory  behind  what  Mr.  Randolph 
meant.  I  felt  very  irritated  about  it.  I  had  to  set  it  aside  in  my 
mind  and  deal  with  the  substance  of  the  anger. 

Mr.  Chertoff.  During  the  year  before  the  fundraiser,  almost  ex- 
actly a  year  before  the  fundraiser,  Mr.  McDougal  was  fortunate 
enough  to  have  a  State  agency,  the  Arkansas  Housing  Agency, 
lease  space  in  his  building.  Do  you  remember  that  incident? 

Ms.  Wright.  Yes,  sir,  I  do. 

Mr.  Chertoff.  Were  you  actually  involved  in  that  decisionmak- 
ing process? 

Ms.  Wright.  Yes,  sir,  I  was. 

Mr.  Chertoff.  Were  you  at  the  meeting  where  Mr.  Epes  was 
present? 

Ms.  Wright.  I  don't  remember  that.  I  didn't,  until  yesterday,  re- 
call that  Mr.  Epes  had  met  with  the  Governor. 

Mr.  Chertoff.  But  now  you  remember  it? 

Ms.  Wright.  No,  I  don't. 

Mr.  Chertoff.  You  don't  know  if  you  were  there  or  not? 

Ms.  Wright.  I  don't  know. 

Mr.  Chertoff.  You  heard  the  testimony  of  Ms.  Herr  that  she 
was  told  by  Mr.  Mallard  at  the  time  that  this  was  something  the 
Governor's  office  wanted  done  in  1984.  They  wanted  to  have  this 
lease  go  to  Mr.  McDougal's  building.  Is  that,  in  fact,  what  hap- 
pened? Did  the  Governor's  office  want  it  done? 


2380 

Ms.  Wright.  No,  sir,  that  is  not,  in  fact,  what  happened.  I  didn't 
hear  that  testimony.  Not  much  of  yesterday  was  on  C-SPAN.  The 
State  Building  Services  made  the  determination  that  ADFA  was  a 
good  fit  for  that  building.  It  happened,  more  often  than  I  wish  it 
had,  that  departments  didn't  like  the  locations  that  State  Building 
Services  liked.  Usually  this  involved  the  downtown  area.  And  I  did, 
on  two  or  three  different  occasions,  including  this  one,  meet  with 
both  the  State  Building  Service  officials  and  the  resisting  depart- 
ment people  to  try  to  ascertain  what  the  problems  were  and  see  if 
they  could  be  addressed. 

Very  often,  it  was  just  that  they  didn't  want  to  be  downtown.  It 
wasn't  ritzy  enough.  It  was  depressed  areas.  And  the  policy  that  we 
felt  very  strongly  about  was  keeping  a  revitalized — helping  to  revi- 
talize downtown  Little  Rock  and  the  area  adjacent  to  it.  My  job 
was  to  try  to  ascertain  if  there  was  a  resistance  merely  based  on 
the  location  as  opposed  to  the  adequacy.  I  believe  I  remember  that, 
in  this  case,  concerns  were  expressed  about  security.  I  think  we 
did,  in  fact,  add  more  lights  to  the  parking  lot,  stuff  like  that,  ad- 
dress those  concerns. 

Mr.  CHERTOFF.  So  you  actually  remember  participating  in  this  in 
1984? 

Ms.  Wright.  Oh,  yes,  sir,  I  did. 

Mr.  Chertoff.  Then  there  was  a  subsequent  meeting  where  it 
was  taken  to  the  Governor  himself? 

Ms.  Wright.  I  learned  that  yesterday.  I  don't  recall  it  from  the 
time. 

Mr.  Chertoff.  Evidently  Mr.  Epes  felt  strongly  enough,  or  some- 
one in  his  agency  felt  strongly  enough,  that  they  took  it  up  to  the 
Governor  himself;  right? 

Ms.  WRIGHT.  Evidently  so,  and  not  surprisingly. 

Mr.  Chertoff.  Did  you  know  that  Mr.  Epes  continued  to  com- 
plain about  the  lease  during  the  balance  of  that  year  to  the  State 
Building  Services?  Just  yes  or  no.  Did  you  know  that? 

Ms.  Wright.  No,  I  don't  remember  that  specifically.  Mr.  Epes  is 
a  very  bright  and  very  competent  professional,  but  he  also  com- 
plains a  lot. 

Mr.  Chertoff.  In  fact,  there  was  an  expansion  of  the  lease,  an 
additional  lease  was  signed  the  following  year  in  1985;  and  that 
process  was  set  in  motion  right  around  the  time  of  the  April  fund- 
raiser. Did  you  know  about  that? 

Ms.  Wright.  No,  sir,  I  had  forgotten  about  the  expansion  until 
he  was  reminded  about  it  at  yesterday's  hearing. 

Mr.  Chertoff.  Did  you  remember  that  additional  new  space  was 
taken  in  another  McDougal  building  across  the  street  for  the  Reve- 
nue Department  of  ADFA  also  in  1985?  Did  you  remember  that? 

Ms.  Wright.  I  do  have  a  recollection  of  the  Revenue  Department 
moving  in  that  area. 

Mr.  Chertoff.  Now,  Ms.  Herr,  the  woman  responsible  for  these 
leases,  told  us  yesterday  that  at  least  during  her  tenure  in  this  pe- 
riod of  time,  the  only  buildings  in  the  downtown  area,  the  Quapaw 
Quarter,  into  which  State  agencies  were  moving  or  opening  new 
leases  as  they  came  up  were  Mr.  McDougal's  buildings.  Do  you 
have  a  memory  contrary  to  that? 
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Ms.  WRIGHT.  No,  but  I  am  trying  to  understand  what  you  are 
saying. 

Mr.  CHERTOFF.  What  I'm  saying  is,  that  whatever  the  general  in- 
tention was  of  developing  or  helping  to  develop  this  particular 
quarter  of  Little  Rock,  the  only  landlord  who  benefited  during  this 
period,  from  new  leases  that  were  being  obtained  for  agencies,  was 
Mr.  McDougal.  No  other  landlord  had  a  new  State  agency  in  his 
or  her  building  in  that  quarter. 

Ms.  WRIGHT.  I  don't  know  that  there  were  other  areas  being  ren- 
ovated and  developed  in  that  area.  I  don't  recall  any.  One  of  the 
things  that  was  admirable  about  Madison  Guaranty  is  that  it  went 
into  that  area,  it  renovated  an  old  building,  made  a  very  interest- 
ing structure  and  there  was  great  hope  that  it  was  going  to  bring 
new  life  into  the  area. 

But  Mr.  Chertoff,  we  did  not  make  a  determination  that  ADFA 
would  be  in  that  building.  We  never  made  a  determination  where 
an  agency  would  be.  We  did  not  make  a  determination  whether 
space  that  a  landlord  wanted  rented  out  was  adequate,  but  once 
SBS  made  the  decision  that  it  was  appropriate  space  and  there  was 
a  complaint  and  the  complaint  was  about  a  downtown  area,  I  had 
a  responsibility  to  make  certain  that  it  wasn't  a  bias  or  prejudicial 
or  bigoted  concern. 

Mr.  Chertoff.  You  surely  didn't  think  Mr.  Epes  was  prejudiced 
or  bigoted? 

Ms.  Wright.  No,  sir. 

Mr.  Chertoff.  In  this  case,  though,  I'm  a  little  puzzled  because 
actually  the  testimony  we  had  yesterday  was  not  that  the  Gov- 
ernor's office  only  got  involved  in  the  process  at  the  end,  but  rather 
we  had  testimony  from  Ms.  Herr,  who  has  certainly  no  discernible 
reason  to  make  up  stories  and  who  has  apparently  quite  a  clear 
memory  about  this.  Her  testimony  was  that  from  the  very  begin- 
ning, as  soon  as  there  was  a  request  made  by  the  agency  not  to 
take  this  space,  she  was  told  by  Mr.  Mallard — and  you  remember 
Mr.  Mallard,  right,  Paul  Mallard? 

Ms.  Wright.  Absolutely. 

Mr.  Chertoff.  In  fact,  he  was  a  friend  of  the  Governor? 

Ms.  Wright.  And  a  cabinet  member,  yes. 

Mr.  Chertoff.  She  was  told  from  the  very  get-go  that  the  Gov- 
ernor didn't  want  to  take  any  other  proposals,  the  Governor's  office 
wanted  this  in  this  particular  building.  That  was  her  testimony 
yesterday.  Was  that  customary  for  the  Governor's  office  to  express 
views  early  on,  about  what  buildings  they  wanted  to  have  State 
leases  in? 

Ms.  Wright.  We  never  did  that.  And  I  don't  believe  we  did  it  in 
this  case. 

Mr.  Chertoff.  So  you  don't  agree  with  her  testimony. 

Ms.  Wright.  I  have  an  enormous  respect  for  Helen  Herr.  I'm  not 
saying  I  disbelieve  it.  I'm  saying  something  is  not  jibing. 

Mr.  Chertoff.  By  the  way,  you  didn't  have  any  policy  or  rule  in 
effect  at  this  time  or  just  even  a  practice  of  having  the  Governor 
screen  himself  out  from  making  decisions  where  there  was  an  eco- 
nomic benefit  to  Mr.  McDougal.  I  am  not  talking  about  general  reg- 
ulatory decisions,  but  a  decision  like  this,  where  it  was  $300,000 
of  lease  payments  over  5  years.  I  mean,  that  was  a  very  nice  piece 
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of  business  for  a  commercial  landlord  to  have  a  guaranteed  5-year 
tenancy,  for  $300,000,  from  a  very  responsible  tenant  who  is  not 
going  to  go  bankrupt. 

You  didn't  have  any  rule  or  principle — because  of  McDougal's 
business  relationship  with  the  Governor  on  the  personal  side,  that 
the  Governor  ought  to  keep  out  of  any  issues  that  might  have  a  fi- 
nancial impact  on  Mr.  McDougal? 

Ms.  Wright.  Any  interest  that  we  had  about  a  State  agency  hav- 
ing rental  property  in  that  area  was  of  an  interest  in  seeing  the 
area  develop.  It  had  nothing  to  do  with  Jim  McDougal. 

Mr.  Chertoff.  So  when  Ms.  Herr  testified  yesterday,  as  she  did 
in  her  deposition,  that  she  was  told  that  one  of  the  reasons  the 
space  was  supposed  to  go  into  that  building  was  because  the  Clin- 
tons and  the  McDougals  were  friends,  she  was  wrong?  You  don't 
agree  with  that? 

Ms.  WRIGHT.  I  didn't  tell  her  that.  The  Clintons  didn't  tell  her 
that.  Mr.  Chertoff,  one  of  the  wonderful  things  about  Arkansas  that 
is  always  interesting  but  also  gets  you  in  trouble  sometimes — and 
I  bet  this  happens  in  other  States  too,  it  certainly  did  in  Texas 
where  I  grew  up — is  that  people  invoke  the  name  of  an  authority 
figure  like  the  Governor  frequently  with  great  license.  We  never  di- 
rected that — I  think  it  was  the  housing  authority  at  that  time,  we 
didn't  direct  that  they  go  into  that  building.  It  had  nothing  to  do 
with  Jim  McDougal  that  I  then  insisted  that  they  comply  with  SBS 
decision. 

Mr.  Chertoff.  I'm  out  of  time. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Well,  my  recollection  of  yesterday's  testimony 
is  a  lot  different  than  Mr.  Chertoff's.  My  recollection  is  that  Mr. 
Mallard  testified  that  he  was  the  one  who  identified  the  Madison 
property  as  appropriate  for  the  moving  of  the  housing  authority. 
He  testified  that  it  was  consistent  with  the  policy  of  selecting  a 
downtown  location,  if  that  were  possible,  and  particularly  one  in 
the  Quapaw  Quarter  which  was  targeted  for  redevelopment.  There 
was  no  one  on  the  panel  who  disagreed  with  that. 

Moreover,  the  notion  that  someone  was  told  to  select  this  prop- 
erty because  of  a  relationship  between  Mr.  Clinton  and  Mr. 
McDougal  was  rejected  by  the  people  on  the  panel  who  testified 
here  under  oath.  What  they  did  say  was  that  when  Mr.  Epes  sent 
a  letter  which  was  requested  by  his  deputy  because  some  of  the 
employees  of  the  housing  authority  expressed  concerns  about  safety 
issues,  that  he  felt  he  was  obliged  to  sit  down  and  discuss  that 
matter.  Essentially,  to  be  the  ombudsman  carrying  the  concerns 
forward  to  the  Governor's  office.  He  did  that. 

Mr.  Epes  was  very  candid  in  saying  he  lived  in  that  area  himself, 
and  he  had  no  concerns  about  safety.  Indeed,  when  balanced 
against  the  economics  of  the  deal,  the  space  that  was  available  for 
contiguous  expansion,  and  the  policy  of  helping  to  resuscitate  an 
economically  downtrodden  area,  albeit  a  historic  one,  of  Little  Rock, 
the  safety  concerns  were  not  that  significant. 

Moreover,  the  testimony  yesterday  was  consistent  that  the  safety 
concerns  were  never  realized,  fortunately,  in  terms  of  any  incidence 
of  violent  acts  to  which  the  employees  of  that  agency  were  sub- 
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jected.  Mr.  Epes  said  he  was  entirely  satisfied  with  the  Madison 
property.  When  it  came  time  to  expand,  they  took  an  additional 
1,400  square  feet  of  space. 

The  notion  that  this  was  a  quid  pro  quo  for  Jim  McDougal  throw- 
ing the  Madison  fundraiser,  I  think,  was  soundly  rejected  by  every 
member  of  the  panel  yesterday.  The  proposition  that  the  agency 
was  led  to  expand  and  that  the  expansion  space  was  somehow  this 
big  payoff  for  having  a  fundraiser  at  the  Madison  Savings  &  Loan, 
was  roundly  rejected  as  preposterous. 

Ms.  Wright.  It  is  preposterous.  It  is  a  preposterous  allegation, 
and  I  might  point  out  and  I  don't  know  whether  it  was  pointed  out 
yesterday,  when  the  agency  did  continue  to  grow  after  we  changed 
the  nature  of  it,  legislatively,  that  they  did  move  to  another  down- 
town property  which  had  been  more  seriously  depressed  and  aban- 
doned by  station,  and  that  one  happened  to  be  owned  by  a  right- 
wing  Republican  opponent  of  the  Governor's,  but  we  were  thrilled 
in  encouraging  the  move  to  that  building. 

Mr.  Ben-Veniste.  And  I  trust  that  there  was  a  similar  expres- 
sion of  dismay  by  the  employees  of  the  agency  because  the  new  lo- 
cation was  also  beset  by  crime  and  they  would  be  imperiled,  and 
so  forth  and  so  on. 

Ms.  Wright.  There  was. 

Mr.  Ben-Veniste.  But,  that  was  overcome  and  the  agency  was 
moved  there? 

Ms.  Wright.  That's  correct. 

Senator  Sarbanes.  This  Quapaw  Quarter,  it  has  improved  over 
the  years;  is  that  correct? 

Ms.  WRIGHT.  Parts  have  enormously,  but  it  is  not  all  the  way 
through.  We  still  have  a  ways  to  go. 

Senator  Sarbanes.  I  understand  that  it's  generally  credited  that 
the  location  of  the  agency  was  helpful  in  the  subsequent  improve- 
ment that  took  place? 

Ms.  Wright.  We  believed  that,  yes. 

Mr.  Ben-Veniste.  The  $33,000  raised  at  this  fundraiser  in  1985 
has  been  identified  in  several  theories  that  have  been  expressed  be- 
fore this  Committee.  It  has  been  expressed  as  being  the  quid  pro 
quo  for  getting  off  leases.  Although  the  witness  who  testified  yes- 
terday about  having  made  such  an  allegation  recognized  that  he 
was  merely  "saber  rattling,"  I  think  a  euphemism  for  outright  fab- 
ricating, because  it  was  shown  quite  clearly  that  the  fundraiser  oc- 
curred a  year  after  the  property  was  rented. 

Then  we  have,  in  1987,  the  suggestion  that  after  Governor  Clin- 
ton vetoed  water  and  sewer  legislation  which  resulted  in  one  of  the 
contributors  complaining  that,  "my  gosh,  you  better  remember  that 
back  in  1985,  we  all  raised  $33,000  for  you  and  that  you  better 
think  about  vetoing  legislation  that  affects  us."  Of  course,  if  there 
were  any  such  wired-in  understanding  of  support  legislatively  or 
otherwise  by  the  Governor's  action,  it's  preposterous  to  think  that 
the  Governor  would  have  vetoed  the  bill  in  the  first  place. 

It  was  passed,  according  to  testimony  that  this  Committee  has 
received,  unanimously  by  both  Houses  of  the  legislature.  Yet,  the 
Governor  vetoed  it.  When  they  took  out  the  unconstitutional  as- 
pects of  it,  it  again  passed  unanimously  by  both  Houses  of  the  leg- 
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islature.  It  was  totally  uncontroversial,  and  indeed,  at  that  point 
the  Governor  signed  it. 

Now  in  the  memo  that  has  been  provided  to  you,  "He  seemed 
very  angry,  I  think  he  prefers  you,  needs  to  call  Tucker."  Governor 
Clinton  wrote  one  word  on  that  memo. 

Ms.  Wright.  Yes,  sir. 

Mr.  Ben-Veniste.  What  was  it? 

Ms.  Wright.  "Ugh." 

Mr.  Ben-Veniste.  Meaning  that  the  notion  of  calling  Mr.  Tucker 
and  getting  involved  in  such  a  matter  based  on  this  complaint  was 
not  something  that  he  wished  to  involve  himself  in;  would  that  be 
fair  to  say? 

Ms.  Wright.  Either  that  or  that  the  entire  matter  was  "ugh." 
You  don't — you  know,  Mr.  Randolph,  obviously  it  was  rantings.  He 
wants  to  know  if  the  veto  is  going  to  stand.  Vetoes  stand.  There's 
no  way  to  reverse  a  veto.  So  yeah,  I  mean  it  was  just  "ugh." 

Mr.  BEN-VENISTE.  I  mean,  we  have  had  days  of  testimony  con- 
cerning what  occurred  with  respect  to  that,  and  I  don't  mean  to 
burden  you  with  that,  except  to  ask  you  on  the  basis  of  everything 
that  you  knew,  was  there  any  quid  pro  quo  for  the  Governor  ap- 
proving water  and  sewer  legislation  tied  somehow  to  this  fund- 
raiser that  occurred  2  years  beforehand? 

Ms.  Wright.  There  was  not  only  no  quid  pro  quo,  but  until  re- 
cently, we  never  even  gave  them  credit  for  the  amount  of  money 
that  they  did  raise.  I  thought  it  was  much  less  than  what  it  actu- 
ally turns  out  to  have  been.  There  was  no  quid  pro  quo,  and  if 
you're  talking  big  political  money,  even  in  our  small  reasonable 
State  of  Arkansas,  this  is  not  big  political  money. 

Mr.  Ben-Veniste.  Mr.  Chertoff,  in  his  prefix  to  his  questioning, 
somehow  wove  in  Mr.  Hale. 

Ms.  Wright.  Yeah,  I  was  confused  about  that. 

Mr.  Ben-Veniste.  Well,  I  think  justifiably.  Was  there  any  con- 
nection of  Mr.  Hale,  that  you  know  of,  in  1985,  to  the  contributions 
that  were  made  at  the  1985  fundraiser? 

Ms.  Wright.  No,  sir,  not  at  all. 

Mr.  Ben-Veniste.  The  fact  that  some  of  these  individuals  may 
have  done  business  with  Mr.  Hale  does  not  to  my  mind  suggest 
that  Mr.  Hale  was  somehow  involved  in  this  fundraiser,  or  that  Mr. 
Clinton  should  have  known  that.  Does  it  suggest  that  to  you? 

Ms.  Wright.  It  does  not  suggest  that.  We  were  oblivious  to  Mr. 
Hale  having  any  business  dealings  with  these  people,  I  believe. 

Mr.  Ben-Veniste.  Now  the  idea  that  the  individuals  would  be  as- 
sociated with  Mr.  McDougal,  however,  was  nothing  that  came  as  a 
shock  to  you?  Mr.  McDougal  had  arranged  for  the  fundraiser. 

Ms.  Wright.  Correct. 

Mr.  Ben-Veniste.  Showing  you  that  these  individuals  had  done 
business  with  Mr.  McDougal  was  entirely  within  the  expectation 
that  one  would  have  at  the  time,  I  presume? 

Ms.  Wright.  Absolutely. 

Mr.  Ben-Veniste.  He  arranged  it  and  presumably,  he  brought 
people  who  were  associated  with  him  whom  he  could  lasso  into  a 
fundraiser;  correct? 

Ms.  Wright.  Correct. 
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Mr.  Ben-Veniste.  Perhaps  you  could  clarify  something  that  I 
think  has  been  a  presumption  in  this  Committee  and  certainly  in 
the  press — about  the  relationship  between  Mr.  Clinton  and  Jim 
Guy  Tucker.  Because  the  two  of  them  have  served  as  Governor  of 
the  State  of  Arkansas,  there  seems  to  be  some  presumption  that 
they  are  good  buddies  and  have  been  political  allies.  I  wonder 
whether  you  could  provide  us  with  your  understanding  of  what 
that  relationship  was,  based  on  your  own  observations. 

Ms.  Wright.  It  was  a  civil  relationship,  but  distant.  As  I  had 
earlier,  Mr.  Tucker  being  at  this  fundraiser  was  my  first  encounter 
with  him  since  the  1982  primary  where  he  also  ran,  and  we  de- 
feated him.  I  think  it's  very  difficult  to,  when  there  is  a  tough  race 
like  that,  to  expect  people  to  be  great  buddies.  They  weren't  great 
buddies.  There  was  a  rivalry.  There  was  a  tension.  Mr.  Tucker  pro- 
ceeded to  become  exceedingly  wealthy,  and  I  have  always  ques- 
tioned which  one  really  lost  that  election. 

Mr.  Ben-Veniste.  I  don't  have  anything  further. 

The  Chairman.  Mr.  Chertoff. 

Ms.  Wright,  we  could  do  one  of  two  things. 

Ms.  Wright. 

Ms.  Wright.  Yes,  sir. 

The  Chairman.  We  could  take  a  break  now  or  we  could  attempt 
to  finish  up  so  we  don't  have  to  come  back.  I  will  defer  to  you  at 
this  point. 

Ms.  Wright.  That  is  a  wonderfully  heavy  responsibility. 

The  Chairman.  Well,  no 

Ms.  Wright.  A  short  break  would  be  nice. 

The  Chairman.  Why  don't  we  take  a  5-minute  break,  and  see  if 
we  can't  conclude  this  without  having  to  take  a  break  for  lunch;  all 
right?  That  will  be  our  goal. 

Ms.  Wright.  Fine,  thank  you. 

Mr.  Ben-Veniste.  How  much  questioning  does  Mr.  Chertoff  still 
have,  do  you  know? 

The  Chairman.  Do  you  have  about  a  half-hour? 

Mr.  Chertoff.  About  20  minutes  to  a  half-hour.  I  think  we  could 
possibly  do  that. 

The  Chairman.  So  that  we  can  operate  with  a  little  more  human- 
ity for  everybody,  why  don't  we  take  a  break  until  2  p.m.  We  will 
resume  at  2  p.m.  because  I  know  what's  going  to  happen.  We  tell 
you  20  minutes  to  a  half-hour,  then  the  other  side  is  going  to  have 
some  time,  they  will  probably  take  less  but  we  will  probably  go  a 
lot  longer  than  we  anticipate.  Everybody  is  going  to  be  uncomfort- 
able, kind  of  strained,  so  why  don't  we  break  until  2  p.m. 

Ms.  Wright.  Thank  you. 

[Whereupon,  at  12:45  p.m.,  the  hearing  was  recessed,  to  be  recon- 
vened at  2  p.m.  this  same  day.] 
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AFTERNOON  SESSION 

The  Chairman.  The  Committee  will  come  to  order. 

Mr.  Chertoff. 

Mr.  Chertoff.  Ms.  Wright,  in  1992,  you  wound  up  working  in 
some  capacity,  on  the  Presidential  Campaign.  Is  that  right? 

Ms.  Wright.  That  is  correct. 

Mr.  Chertoff.  Let  me  ask  the  question  this  way.  You  had  some 
involvement  in  responding  to  present  inquiries  on  Whitewater  in 
1992? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  Who  worked  with  who  on  the  campaign  in  getting 
information  to  respond  to  those  press  questions? 

Ms.  Wright.  Well,  we  had  a  division  that  worked  on  the  Arkan- 
sas record.  There  were  a  whole  lot  of  people  who  helped  me  out. 

Mr.  Chertoff.  But  who  did  you  work  with  specifically  on  White- 
water and  the  Rose  Law  Firm  and  those  issues?  Who  did  you  get 
your  information  from  to  respond  to  those  types  of  questions? 

Ms.  Wright.  Those  are  two  different  types  of  questions.  The 
Rose  Law  Firm,  if  I  received  a  new  question,  I  generally  would  call 
the  person  who  seemed  to  me  to  be  the  most  appropriate  person 
at  the  Rose  Law  Firm  to  ask  for  whatever  facts  they  could  share 
with  me. 

Mr.  Chertoff.  Who,  the  names?  What  are  the  names  of  the  peo- 
ple you  would  deal  with? 

Ms.  Wright.  Well,  it  depends  on  what  the  issue  was.  But  the 
managing  partner — is  that  what  you  call  them  in  law  firms,  the 
managing — I  think  Webb  was  most  often  the  person  I  called. 

Mr.  Chertoff.  Webb  Hubbell? 

Ms.  Wright.  Yes. 

Mr.  Chertoff.  And  also  Vince  Foster? 

Ms.  Wright.  I  don't  think  I  ever  called  Vince,  but  I  may  have. 

Mr.  Chertoff.  Did  you  talk  to  Mrs.  Clinton  about  questions  in- 
volving the  Rose  Law  Firm? 

Ms.  Wright.  I  talked  to  Mrs.  Clinton  about  any  answer  I  had 
drafted  which  concerned  her. 

Mr.  Chertoff.  Did  you  deal  with  Susan  Thomases  on  the  Rose 
Law  Firm? 

Ms.  Wright.  I  don't  recall  doing  so. 

Mr.  Chertoff.  With  respect  to  Whitewater,  did  you  deal  with  or 
talk  to  Mrs.  Clinton  about  Whitewater? 

Ms.  Wright.  Most  of  the  Whitewater  research  and  initial  flurry 
occurred  before  I  came  to  the  campaign.  Like  the  Gerth  story  in 
The  New  York  Times  came  out  before  I  came  back  to  Arkansas  to 
the  campaign.  So  I  used,  you  know,  what  had  built  up  from  there, 
from  that  research.  The  Lyons  report  was  in  process  at  that  point. 
And  then  I  think  the  first  really  official  thing  I  did  was  be  a  part 
of  issuing  that  report  from  the  campaign. 

Mr.  Chertoff.  Was  there  a  point  in  the  campaign  that  you  be- 
came aware  of  the  possibility  that  there  were  criminal  referrals  in 
the  pipeline  that  dealt  with  or  mentioned  the  Clintons? 

Ms.  Wright.  I  don't  think  so,  Mr.  Chertoff. 

Mr.  Chertoff.  Do  you  recall  an  RTC  investigation  that  might 
touch  on  the  Clintons  at  some  point  during  the  campaign? 

Ms.  Wright.  I  did,  yes,  sir. 
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Mr.  Chertoff.  How  did  you  come  to  hear  about  it? 

Ms.  Wright.  I  received  a  call  from  someone  in  California. 

Mr.  Chertoff.  Who? 

Ms.  Wright.  I  don't  know.  Who  had  talked  to  somebody  they 
knew  there,  a  lawyer  who  had  just  returned  from  a  business  trip 
to  Kansas  City  and  while  at  a  cocktail  party  in  Kansas  City,  a 
woman  had  mentioned  to  him  that  there  was — I  don't  believe  RTC 
was  a  phrase  used — but  a  referral  about  an  S&L  officer  which 
would  implicate  the  Clintons  in  Arkansas.  It  was  a  very  cryptic 
rumor. 

Mr.  Chertoff.  Who  told  this  to  you? 

Ms.  Wright.  I  don't  know  the  name  of  the  person. 

Mr.  Chertoff.  You  mean  some  stranger  just  called  you? 

Ms.  Wright.  They  do  every  day. 

Mr.  Chertoff.  Any  stranger  was  able  to  get  through  to  you  di- 
rectly during  the  campaign,  and  pass  on  information  like  this? 

Ms.  Wright.  Absolutely. 

Mr.  Chertoff.  So  you're  not  telling  us  you  don't  remember  who 
called  you.  You're  just  telling  us  you  don't  know  the  identity  of  the 
person  who  communicated  the  rumors  to  you? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  It  wasn't  Jack  Palladino,  by  any  chance,  was  it? 

Ms.  Wright.  Oh,  no,  sir.  Mr.  Palladino  worked  for  me. 

Mr.  Chertoff.  Mr.  Palladino  was  an  investigator? 

Ms.  Wright.  He  was  an  attorney  who  was  working  with  me  on 
the  campaign. 

Mr.  Chertoff.  So  you  get  this  information  from  someone  you 
don't  know.  What  do  you  say  to  that  person?  Did  you  ask  them  for 
details? 

Ms.  Wright.  I  think  I  had  all  the  details  that  person  had. 

Mr.  Chertoff.  What  did  you  do  next?  Did  you  try  to  run  down 
the  story? 

Ms.  Wright.  I  called  a  criminal  defense  attorney  in  Little  Rock 
who  I  knew  and  asked  him  if  there  was  some  kind  of  consideration 
of  an  indictment  or  criminal  referral  in  a  Federal  Court  in  Arkan- 
sas, was  there  any  way  to  find  out  about  it  that  was  legal  and  ethi- 
cal, et  cetera,  and  he  told  me  that  there  wasn't. 

Mr.  Chertoff.  Who  was  the  person  you  called? 

Ms.  Wright.  Bill  Wilson. 

Mr.  Chertoff.  He's  now  a  judge? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  Appointed  by  President  Clinton? 

Ms.  Wright.  Correct. 

Mr.  Chertoff.  You  did  this  on  the  basis  of  a  call  from  a  person 
who  didn't  identify  themselves  to  you? 

Ms.  Wright.  Actually  sir,  the  person  probably  did  identify  him- 
self to  me. 

Mr.  Chertoff.  Did  you  make  a  note  of  the  call? 

Ms.  Wright.  Not  that  I  have  been  able  to  find. 

Mr.  Chertoff.  It's  somehow  not  around  anymore? 

Ms.  Wright.  I  may  have,  but  I  haven't  located  it. 

Mr.  Chertoff.  Mr.  Wilson  told  you  you  couldn't  find  out  if  there 
was  any  kind  of  indictment  or  something  pending  because  there 
was  no  way  to  do  that? 
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Ms.  Wright.  Correct.  Those  procedures  are  all  in  confidence. 

Mr.  Chertoff.  So  what  did  you  do  next  to  find  out  what  was 
going  on? 

Ms.  Wright.  Nothing.  There  wasn't  anything  I  could  do. 

Mr.  Chertoff.  Did  it  concern  you? 

Ms.  Wright.  Well,  I  think  I  actually  just  thought  it  was  a  rumor. 
I  tried  to  guess  whether  we  had  any  friends  that  might  be  in  crimi- 
nal trouble,  and  I  struck  out  there. 

Mr.  Chertoff.  Did  you  try  to  guess  yourself,  or  did  you  enlist 
someone  else  in  trying  to  guess?  Did  you  enlist  Mrs.  Clinton  in  try- 
ing to  guess? 

Ms.  Wright.  I  don't  think  so. 

Mr.  Chertoff.  Did  you  and  Mrs.  Clinton  discuss  whether  there 
was  anybody  you  both  knew,  any  mutual  friend  involved  in  the 
savings  and  loan  business,  who  might  be  the  subject  of  this  inves- 
tigation? 

Ms.  Wright.  I  might  have.  I  don't  recall  doing  it.  It  wasn't  par- 
ticularly notable  if  I  did. 

Mr.  Chertoff.  Isn't  it  a  fact  that  you  actually  went  scrambling 
around  to  try  to  find  out  about  this? 

Ms.  Wright.  On  my  scale  of  scramble?  No,  sir. 

Mr.  Chertoff.  Let's  go  back  to  that  deposition  that  Mr.  Giuffra 
took  on  January  26th,  page  156.  Got  it? 

Ms.  Wright.  Yes,  sir.  I  do. 

Mr.  Chertoff.  Page  156: 

Question:  When  did  you  learn  of  this  investigation,  RTC  investigation? 

Answer:  Well,  the  first  time  I  heard  about  it  was  in  the  fall  of  1992,  and  at  that 
point  I  regarded  it — there  was  no  way  to  verify  it.  So,  I  didn't  know  whether  it  was 
true  or  not.  I  now  know  it  was. 

But  in  about  September  or  October  of  1992,  some  RTC  official  at  a  cocktail  party 
in  Kansas  City  told  somebody  who  supported  Bill  Clinton  from  California  who  was 
visiting  in  town  that  they  had  just  sent  a  criminal  referral  up  to  the  prosecutor  in 
Little  Rock.  And  that  is  all  I  was  given  over  the  phone.  I  went  scrambling  trying 
to  find  out  what  on  earth  they  were  talking  about. 

Did  you  give  those  answers  in  response  to  the  question  in  the 
deposition? 

Ms.  Wright.  Yes,  I  trust  that  this  is  correct. 

Mr.  Chertoff.  Do  you  want  to  change  your  answer  now? 

Ms.  Wright.  No,  sir. 

Mr.  Chertoff.  You  said  that's  correct? 

Ms.  Wright.  You  may  have  had  enough  exposure  to  me  now  to 
know  that  I  pull  out  funny  words  sometimes. 

Mr.  Chertoff.  I  beg  your  pardon? 

Ms.  Wright.  I  pull  out  funny  words  sometimes. 

Mr.  Chertoff.  I  want  to  ask  you  again,  did  you  discuss  this  with 
Mrs.  Clinton?  Did  you  take  it  seriously  enough  to  sit  down  with 
Mrs.  Clinton  and  try  to  put  your  heads  together  to  figure  out  who 
this  might  refer  to? 

If  you  need  some  help,  it's  page  164: 

Question:  Other  than  this  communication  with  the  person  from  California  about 
a  criminal  referral  during  the  campaign,  did  you  have  any  other  communication 
with  anyone  about  criminal  referrals? 

Answer:  I  remembered  I  asked  Hillary  if  she  was  aware  of  any  friend  of  theirs 
who  was  in  the  savings  and  loan  business  who  might  be  under  criminal  investiga- 
tion, and  we  couldn't  think  of  anybody. 
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Did  you  have  that  conversation  with  Mrs.  Clinton  during  the  fall 
of  1992? 

Ms.  Wright.  Yes.  I  don't  think  I  would  have  pulled  that  out  of 
thin  air. 

Mr.  Chertoff.  So  you  recall  having  the  conversation? 

Ms.  Wright.  Yes. 

Mr.  Chertoff.  You  two  couldn't  think  of  anybody  that  you  knew 
in  the  savings  and  loan  business,  who  was  a  friend  of  the  Clintons, 
who  might  be  under  criminal  investigation? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  The  name  McDougal  did  not  come  to  mind? 

Ms.  Wright.  It  didn't. 

Mr.  Chertoff.  Of  course  at  that  time,  you  knew  Mr.  McDougal 
had  already  been  tried  once  for  some  criminal  activity  relating  to 
the  savings  and  loan,  right? 

Ms.  Wright.  That's  correct.  I  didn't  regard  him  as  any  longer  a 
savings  and  loan  official. 

Mr.  Chertoff.  Had  you  heard  that  Mr.  Clinton  actually  had 
helped  Mr.  McDougal  with  the  opening  statement  that  the  lawyer 
gave  in  his  trial  back  in  1989? 

Ms.  Wright.  I  didn't  know  that  until  the  very  recent  accounts  of 
that. 

Mr.  Chertoff.  Do  you  know  it  now? 

Ms.  Wright.  What  I  know  of  it  is  only  from  the  recent  accounts 
that  have  come  out  in  press  stories  about  that. 

Mr.  Chertoff.  Did  you  learn  during  the  campaign  that  Loretta 
Lynch  and  Jim  Blair  went  down  to  talk  to  Mr.  McDougal  about  his 
relationship  with  the  Clintons  and  some  of  the  issues  that  had  aris- 
en in  the  campaign? 

Ms.  Wright.  I  am  aware  that  they  did,  yes. 

Mr.  Chertoff.  Did  you  learn  that  one  of  the  things  they  heard 
from  Mr.  McDougal  was  that  he  had,  at  least  at  that  moment, 
warm  feelings  for  Mr.  Clinton  because  in  part  he  believed  Mr.  Clin- 
ton had  been  sympathetic  and  Mr.  Clinton  had  helped  him  with  the 
opening  statement  in  the  trial? 

Ms.  Wright.  Probably.  I  don't  remember  it. 

Mr.  Chertoff.  Neither  you  nor  Mrs.  Clinton,  at  this  point  in 
time,  when  you're  trying  to  think  of  any  friend  of  yours  who  was 
in  the  savings  and  loan  business  who  might  be  under  criminal  in- 
vestigation, McDougal  never  came  to  mind? 

Ms.  Wright.  No,  sir. 

Mr.  Chertoff.  Even  after  all  the  publicity  about  Whitewater 
and  Madison  Guaranty  that  had  been  in  the  press  earlier  in  1992? 
Do  you  remember  Mr.  Gerth  had  written  some  articles  about  Mr. 
McDougal  and  Whitewater? 

Ms.  Wright.  I  didn't  have  any  more  information  than  that.  We 
had  had  a  number  of  S&L  problems  in  the  State,  far  bigger  and 
more  serious  than  the  Madison  one  as  an  S&L  problem.  I  soon  dis- 
carded this,  and  any  conversation  I  had  with  Hillary  didn't  encom- 
pass very  many  seconds. 

Mr.  Chertoff.  Let's  keep  this  in  mind,  the  issue  of  this  referral 
involving,  or  the  information  about  a  possible  referral  involving  a 
savings  and  loan  executive,  and  ask  whether  you  were  the  person 
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who  was  kind  of  supervising  campaign  files  during  1992?  Did  you 
have  that  as  part  of  your  job  responsibilities,  handling  the  files? 

Ms.  Wright.  Supervising  campaign  files? 

Mr.  Chertoff.  Handling  the  files,  the  informational  files  that 
the  campaign  used  for  responding  to  issues  being  raised  by  the 
press? 

Ms.  Wright.  I  had  files  regarding  Governor  Clinton's  Arkansas 
record  and  then  I  collected  information  about  allegations  about  him 
personally  that  came  up.  I  guess,  Mr.  Chertoff,  it's  very  difficult  for 
me  to  articulate  this.  You  can't  imagine  the  number  of  rumors  of 
dastardly  deeds  and  undeeds  involving  the  Clintons  that  were  con- 
veyed to  me  on  a  daily  basis.  And  this  was  a  nothing  rumor. 

Mr.  Chertoff.  Ms.  Wright,  earlier  in  1992,  national  media  at- 
tention had  been  focused  for  a  period  of  time  on  Whitewater  and 
McDougal.  You're  not  telling  us  that  by  the  fall  of  1992,  you  had 
forgotten  that  Mr.  McDougal  ever  had  a  position  with  the  savings 
and  loan? 

Ms.  Wright.  No,  sir.  But  I  also  know  that  it  had  been  quite 
awhile  since  he  was  in  a  savings  and  loan,  that  he'd  been  tried  and 
acquitted. 

Mr.  Chertoff.  This  issue 

Ms.  Wright.  Listen.  I  knew  very  clearly  that  the  Clintons  had 
not  been  involved  in  anything  with  Mr.  McDougal  that  involved 
wrongdoing,  and  so  it  would  never  occur  to  me  that  there  was  some 
criminal  rumor  going  on  about  it. 

Mr.  Chertoff.  Then  you  didn't  dismiss  this  rumor  out  of  hand? 
You  made  inquiries? 

Ms.  Wright.  I  did  not  dismiss  any  rumor  out  of  hand,  Mr. 
Chertoff. 

Mr.  Chertoff.  You  sat  down  with  Mrs.  Clinton  to  talk  about  it? 

Ms.  Wright.  I  did. 

Mr.  Chertoff.  Did  Mr.  Hubbell  ever  tell  you  that  he  was  taking 
files  out  of  the  Rose  Law  Firm? 

Ms.  Wright.  No,  sir. 

Mr.  Chertoff.  Were  you  aware,  from  any  other  source,  that  Mr. 
Hubbell  or  Mr.  Foster  were  taking  files  out  of  the  Rose  Law  Firm 
so  they  could  be  used  by  the  campaign? 

The  Chairman.  We'll  get  back  to  that  because  the  light  is  on,  and 
we  are  going  to  go  to  Senator  Sarbanes  and  Mr.  Ben-Veniste. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Ms.  Wright,  let  me  go  into  this  matter  of  the 
cocktail  party  conversation  because  this  is  obviously  very  troubling. 
Do  you  recall  at  what  point  in  time  you  received  this  information. 
Was  it  fairly  close  on  to  the  actual  election? 

Ms.  Wright.  Yes,  sir. 

Mr.  Ben-Veniste.  Are  we  talking  about  the  fall  of  1992? 

Ms.  Wright.  Yes,  sir. 

Mr.  Ben-Veniste.  Can  you  tell  us  again  what  it  was  that  you  re- 
call having  heard  from  this  caller? 

Ms.  Wright.  That  an  acquaintance  of  this  caller  had  been  in 
Kansas  City  at  a  social  function  and  a  woman  there  told  him  that 
there  was  a  consideration  in  Federal  Court  in  Little  Rock  of  an 
S&L  official's  criminal  misdeeds  that  the  Clintons  were  very  close 
to.  The  Clintons  were  very  close  to  this  official. 
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Mr.  Ben-Veniste.  This  was  overheard  by  a  third  party,  not  the 
person  who  called  you? 

Ms.  Wright.  That's  correct. 

Mr.  Ben-Veniste.  Did  you  say  that  this  cocktail  party  was  being 
held  in  Kansas  City? 

Ms.  Wright.  Yes,  sir.  That  was  what  I  was  told. 

Mr.  Ben-Veniste.  The  speaker  was  a  woman? 

Ms.  WRIGHT.  Who  conveyed  the  information. 

Mr.  Ben-Veniste.  Conveyed  the  information.  At  that  time,  did 
you  have  any  idea  that  the  RTC  had  assigned  anyone  from  its  Kan- 
sas City  office  to  investigate  Madison  Guaranty  Savings  &  Loan? 

Ms.  Wright.  None  whatsoever. 

Mr.  Ben-Veniste.  Based  of  the  testimony  we  have  received,  the 
principal  investigator  in  the  fall  of  1992,  was  trying  to  pressure  the 
FBI  in  Little  Rock  to  open  an  investigation  and  to  proceed  with  a 
Grand  Jury  on  Madison  Savings  &  Loan,  and  had  identified  Mr. 
and  Mrs.  Clinton  as  witnesses  in  connection  with  that  investiga- 
tion. But  you  didn't  know  anything  about  that? 

Ms.  Wright.  No,  sir. 

Mr.  Ben-Veniste.  But  apparently  someone  in  Kansas  City  at  a 
cocktail  party  was  talking  about  a  highly  confidential  matter  in- 
volving a  Federal  investigation  and  stated  that  Mr.  Clinton  would 
be  implicated,  by  association,  with  an  individual  who  was  under  in- 
vestigation. 

Ms.  Wright.  Yes,  sir. 

Senator  Sarbanes.  Now  this  was  in  the  fall  of  1992? 

Ms.  Wright.  That's  correct,  sir. 

Senator  Sarbanes.  How  far  ahead  of  the  election? 

Ms.  Wright.  Very  near  the  election.  It  was  September  or  Octo- 
ber, weeks  before  the  election. 

Senator  Sarbanes.  September  or  October  of  1992.  This  conversa- 
tion was  then  reported  to  you  by  a  friend,  is  that  it? 

Ms.  Wright.  I  didn't  know  the  person. 

Mr.  Ben-Veniste.  And  if  I  understand  your  testimony  at  page 
157,  during  deposition,  I  believe  Mr.  Giuffra  asked  you  who  was 
the  person  that  contacted  you.  You  said  a  friend  of  this  person  from 
California  who  was  at  a  cocktail  party  with  somebody  from  the 
RTC.  Did  that  indicate  that  the  individual  who  supposedly  made 
this  statement  was  somehow  associated,  so  far  as  you  were  told, 
with  the  RTC? 

Ms.  Wright.  It  should  have.  I  didn't  know  from  beans  what  the 
RTC  was,  so  I  didn't  associate  it  with  anything. 

Mr.  Ben-Veniste.  Obviously  if  in  fact  it  was  someone  from  the 
RTC,  making  this  kind  of  a  statement  at  a  cocktail  party,  that 
would  be  most  improper  and  very  troubling.  Let  me  go  to  the  ques- 
tion of  your  attempts  to  find  out  whether  there  was  any  truth  to 
this  rumor. 

When  you  say,  in  response  to  Mr.  Chertoff's  questions,  that  it  did 
not  occur  to  you  that  the  individual  who  was  being  discussed  was 
Jim  McDougal,  I  think  you  said,  first  of  all,  Mr.  McDougal  had 
been  out  of  banking  for  quite  some  time.  Indeed,  he  had  left  the 
Madison  Guaranty  Savings  &  Loan  in  1987.  This  conversation  was 
in  1992,  correct? 

Ms.  Wright.  Correct. 
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Mr.  Ben-Veniste.  Mr.  McDougal  had  already  been  prosecuted  in 
Little  Rock  for  alleged  improper  operation  of  Madison  Savings  & 
Loan  and  had  been  acquitted? 

Ms.  Wright.  Yes,  sir. 

Mr.  Ben-Veniste.  For  those  two  reasons,  it  did  not  occur  to  you 
that  someone  would  resuscitate  an  investigation  against  an  individ- 
ual who  had  long  been  out  of  banking  and  had  been  tried  and  ac- 
quitted for  alleged  misdeeds  associated  with  running  the  bank? 

Ms.  Wright.  That's  correct. 

Mr.  Ben-Veniste.  Let  me  take  up  a  matter  which  has  been  dis- 
cussed here  over  the  last  couple  of  days,  and  that  is  the  second 
McDougal  property  which  was  a  gas  station  which  had  then  been 
renovated  into  office  space. 

We  had  testimony  yesterday  from  our  panel,  including  a  former 
State  building  official,  who  testified  that  indeed  the  Revenue  De- 
partment office,  which  was  relocated  on  16th  and  Main  Street,  also 
in  the  Quapaw  Quarter  of  Little  Rock  and  is  still  operating.  The 
people  have  found  that  location  to  be  convenient  from  the  stand- 
point of  serving  the  public,  and  convenient  and  acceptable  from  the 
standpoint  of  the  individuals  who  have  been  moved  there  from 
their  prior  location?  Is  that  consistent  with  your  understanding  of 
that  office  facility? 

Ms.  Wright.  Yes,  sir.  It  was  absolutely  fabulous  to  be  able  to  put 
a  government  service  office  in  that  area  of  town,  and  the  gas  sta- 
tion locale  made  it  particularly  convenient  for  people  to  visit.  I 
don't  remember  linking  it  to  McDougal  or  what;  the  main  thing 
was  providing  the  service  to  people  in  that  area. 

Mr.  Ben-Veniste.  The  implication  again  was  this  was  something 
that  had  been  instigated  by  the  Governor's  office  and  crammed 
down  the  throats  of  the  agencies  involved,  including  the  building 
services  people  and  the  agencies  involved.  Fortunately,  we  have  a 
record  on  this.  That  is  what  this  Committee's  staff  does  when  they 
are  not  doing  these  hearings;  they  are  doing  depositions  and  other 
inquiry. 

With  the  Chairman's  permission,  I  would  like  to  read  from  the 
testimony  of  Morris  Patterson.  May  I,  Mr.  Chairman? 

The  Chairman.  Certainly. 

Mr.  Ben-Veniste.  Mr.  Patterson  gave  his  sworn  deposition  on 
February  16,  1996.  Mr.  Patterson  was  the  leasing  manager  of  the 
State  Building  Services  Administration.  And  at  page  35  of  his  testi- 
mony, he  stated,  in  response: 

Question:  Now  how  did  that  lease  come  about? 

Answer:  Well,  the  Revenue  Department  told  me  they  wanted  to  go  into  the  space 
and  they  wanted  to  move  from  over  on  Wealth  Street. 

Question:  Hold  on  for  a  second.  The  Revenue  Department  wanted  to  move  from 
which  street? 

Answer:  Wealth  Street. 

Question:  How  do  you  spell  that? 

Answer:  W-e-a-1-t-h,  from  Wealth  Street.  It  was  east  of  there.  And  then  they  were 
being  robbed  frequently  and  they  wanted  out  of  the  old  building.  They — they  were 
broken  into  I  don't  know  how  many  times.  I  would  say  more  than  two  or  maybe 
three  or  four  times.  And  they  wanted  to  move  out  of  there,  and  I  don't  know  how 
they  found  this  old  service  station  here  that  Madison  owned  at  the  time,  but  they 
wanted  to  move  in  it,  and  I  was  directed  to  do  it. 

Question:  Who  directed  you  to  do  it? 

Answer:  John  Cox  was  the  Administrator  at  that  time,  and,  of  course,  since  that 
time  he  has — he  is  no  longer  with  us.  He  is  dead  at  this  time.  And  he  wanted  to 
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go  in  it,  so  I  proceeded  to  work  up  some  plans  on  it,  and  we  went  tin  the — renovated 
the  old  service  station. 

Question:  John  Cox  was  Administrator  for  which  agency? 

Answer:  Department  of  Finance  and  Administration. 

Question:  Now,  he  went  to  you  directly  about  this,  or  went  to  your  supervisor, 
Helen  Herr  or  Helen  Vowell? 

Answer:  He  called  me — he  talked  to  me  about  it. 

Question:  Why  did  he  talk  to  you  directly  instead  of  going  through  your  super- 
visor? 

Answer:  Well,  now,  that  I  couldn't  answer  you  there,  sir,  because — it  would  be 
guesswork  on  my  part. 

Question:  Didn't  you  have  to  get  approval  from  your  supervisor? 

Answer:  Yes,  she  knew  about  it  and  she  approved  it  or  it  never  would  have  hap- 
pened. 

Question:  Were  there  other  buildings  with  available  space  at  a  similar  price  or  a 
price  that  was  less  expensive  than  that  at  the  time? 

And  then  he  responded  to  that. 

In  terms  of  all  of  the  questions  and  the  memorandum  contem- 
poraneously made  on  November  7,  1985,  it  is  all  papered  and  docu- 
mented that  the  agency  wanted  to  move  out  of  its  quarters.  It  lo- 
cated the  16th  &  Main  Street  location.  Renovation  was  made,  the 
plans  were  acceptable.  The  agency  moved  in.  It  was  happy  to  do 
so,  and  it's  still  apparently  happy  to  be  there. 

So  another  one  of  these  allegations,  when  you  look  at  the  facts 
and  you  look  at  the  testimony  that  has  been  developed  by  this 
Committee,  there  is  a  refutation  of  the  notion  that  this  was  some 
political  payback  or  favor,  I  guess  pay  forward  would  be  more  ap- 
propriate under  the  circumstances. 

Now,  I  think  at  this  time,  Mr.  Chairman,  we  can  save  some  time 
by  ceding  our  time  back. 

The  Chairman.  I  thank  Counsel. 

Senator  Shelby. 

OPENING  COMMENTS  OF  SENATOR  RICHARD  C.  SHELBY 

Senator  SHELBY.  Mr.  Chairman,  I  have  a  few  questions.  I  will  try 
to  move  as  fast  as  I  can. 

Ms.  Wright,  did  you  keep  files  from  the  1992  campaign?  Did  you 
keep  the  campaign  files  from  the  1992  campaign?  Didn't  you  keep 
those  files? 

Ms.  Wright.  I'm  not  exactly  certain  which  files  you're  asking  me 
about,  Senator. 

Senator  Shelby.  I'm  talking  about  the  1992  Presidential  Cam- 
paign. Did  you  keep  those  files? 

Ms.  Wright.  I  kept  some  that  were  in  my  office.  There  were 
probably  2,000  or  3,000  storage  boxes  of  files  from  the  campaign. 

Senator  Shelby.  Which  ones  did  you  keep? 

Ms.  Wright.  From  my  office? 

Senator  Shelby.  Yes. 

Ms.  Wright.  I  kept,  I  took  from  my  home,  I  mean,  I  took  from 
my  office  about  10,  11,  12  boxes.  You  understand  in  my  section,  I 
had  2,000  boxes  that  I  had  compiled  or  pulled  together  containing 
Bill  Clinton's  entire  public  record,  all  of  his  campaigns.  I  had  gone 
all  over  Little  Rock  getting  these  boxes  out  of  storage,  pulling  them 
together.  So  I  only  took  a  few  things  which  included  personal  items 
and  correspondence,  areas  that  I  thought  might  come  up  again  that 
the  White  House  staff  might  need  access  to. 
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Senator  Shelby.  Like  what  for  example?  You  said  things  that 
the  White  House  staff  might  need.  In  response  to  other  things? 

Ms.  Wright.  Yes,  sir.  I  tried  to  put  a  copy  of  all  of  the  press 
questions  and  our  answers  to  them  in  those  boxes.  I  mean,  I'm  big 
on  consistency  and  checking  with  what's  been  said  before.  There 
were  a  couple  of  people  who  said  they  might  write  books  and  so  the 
information  I  gathered  about  that  that  came  up  during  the  cam- 
paign were  in  there. 

Senator  SHELBY.  Ms.  Wright,  did  you  ever  have  the  billing  rec- 
ords or  the  Madison  files? 

Ms.  Wright.  No,  sir. 

Senator  Shelby.  Have  you  ever  seen  them? 

Ms.  Wright.  The  billing  records? 

Senator  Shelby.  Or  the  Madison  files? 

Ms.  Wright.  I  have  seen  the  Rose  Law  Firm  billing  records. 

Senator  Shelby.  Where  did  you  see  those? 

Ms.  Wright.  When  I  did  my  deposition  with  Mr.  Giuffra,  he 
showed  them  to  me. 

Senator  Shelby.  Did  you  do  financial  disclosures?  Did  you  pre- 
pare those? 

Ms.  WRIGHT.  For  the  campaign  in  1992?  I  did  not. 

Senator  Shelby.  You  did  not? 

Ms.  Wright.  No.  My  responsibility  was  defense  of  the  Arkansas 
record  and  the  Clintons'  character. 

Senator  Shelby.  In  January  1994,  you  traveled  to  Little  Rock, 
did  you  not,  to  gather  finance  records  from  Mr.  Clinton's  Guber- 
natorial Campaign  or  Campaigns? 

Ms.  Wright.  That's  correct. 

Senator  Shelby.  Who  told  you  to  go  to  Little  Rock? 

Ms.  Wright.  No  one  did,  sir. 

Senator  Shelby.  You  did  it  on  your  own? 

Ms.  WRIGHT.  I  did  it  on  my  own. 

Senator  Shelby.  Why  did  you  travel  down  there?  Couldn't  you 
have  gotten  someone  to  box  them  up,  if  they  were  boxed  up,  and 
send  them  to  Washington?  Or  did  you  feel  like  you  needed  to  go 
down  there  and  go  through  them  and  see  what  was  pertinent  to 
whatever  your  inquiry  might  be? 

Ms.  Wright.  Well,  there  weren't  people,  quote,  down  there  who 
might  necessarily  recognize  the  Gubernatorial  Campaign.  I  mean, 
I  was  frustrated  because  now  we  had  people  working  there  who 
didn't  know  the  difference  between  the  Gubernatorial  office  and  the 
Gubernatorial  Campaign  and  the  Presidential  Campaign.  And  it 
drove  me  nuts  because  of  course 

Senator  Shelby.  You  had  been  through  all  of  them  so  you  knew? 

Ms.  Wright.  I  was  continuing  to  get  press  questions  about  var- 
ious contributors  in  the  past  or  about  campaign  finance  questions. 
The  White  House  would  call  me  up  and  ask  me  questions  about 
them.  And  I  finally  said,  I  have  got  to  have  the  records  here  where 
I  am  so  I  can  look  them  up  because  I'm  no  good  about  guessing. 
I  try  to  operate  from  facts.  So  I  finally  got  fed  up  with  not  having 
the  documentation,  so  I  went  to  Little  Rock  and  identified  a  num- 
ber of  boxes  which  they  then  shipped  to  me. 

Senator  Shelby.  Where  were  they  stored  in  Little  Rock? 
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Ms.  Wright.  Whatever  you  call  the  legal  entity  that  exists  after 
a  Presidential  Campaign  had  leased  space  in  a  storage  facility. 

Senator  Shelby.  Did  you  say  in  your  deposition  that  you  found 
Whitewater  records  at  the  storage  facility? 

Ms.  Wright.  I  found  one  small  box,  yes. 

Senator  Shelby.  Were  those  records  indexed?  Weren't  they  in- 
dexed? 

Ms.  Wright.  No. 

Senator  Shelby.  Are  you  sure?  Are  you  positive? 

Ms.  Wright.  Well,  I  guess,  I  am  not  certain  what  you  mean  by 
indexed. 

Senator  Shelby.  An  index  showing  what  you  could  find  in  the 
records.  An  index  would  speak  for  itself,  wouldn't  it? 

Ms.  Wright.  I  think  so.  They  weren't.  One  of  the  things  that  was 
very  disappointing  to  me  is  that  of  the  2,000  boxes  from  all  of  Gov- 
ernor Clinton's  years  as  Governor,  Attorney  General,  the  stuff  that 
we  had  compiled  during  the  1992  campaign,  they  just  put  Betsey 
Wright  on  all  of  them.  That  was  the  name  of  them.  So  I  didn't  re- 
gard that  as  a  very  helpful  index. 

Senator  Shelby.  Let  me  ask  you  this.  Were  the  boxes  indexed  as 
opposed  to  the  files  being  indexed? 

Ms.  Wright.  No,  sir. 

Senator  Shelby.  The  boxes  were  not  indexed? 

Ms.  Wright.  No,  sir. 

Senator  Shelby.  You're  saying  the  files  weren't  indexed  either? 

Ms.  Wright.  There  were  some  file  folders  inside  boxes  that  had 
names  on  the  file  folder,  yes,  but  there  wasn't  a  directory  within 
a  box.  No,  sir,  these  things  were  just  sort  of  cavalierly  thrown  in. 
And,  you  know,  I  would  identify  numbers  of  boxes,  have  them  bring 
them  to  me  in  a  room,  open  them,  quickly  go  through,  see  if  they 
were  campaign  finance  records.  Most  of  these  were  the  large  bank- 
er's boxes.  There  was  one  small  cardboard  box.  When  I  opened  it 
up,  it  did  have  Whitewater  Development  Corporation  bank  state- 
ments or  receipts  or  something  in  it,  yes. 

Senator  Shelby.  You  looked  at  the  documents,  in  other  words? 

Ms.  Wright.  I  didn't. 

Senator  Shelby.  You  didn't  look  at  them  at  all? 

Ms.  Wright.  I  didn't  take  anything  out  and  look  at  it.  I  saw  that 
it  was  Whitewater  Development.  I  knew  that  things  were  being 
given  to  the  Justice  Department  under  subpoena  at  that  time  about 
Whitewater,  and  that  clearly  this  would  be  responsive. 

Senator  Shelby.  So  you  didn't  look  at  the  contents  of  the  docu- 
ments at  all? 

Ms.  Wright.  I  could  visibly  see  that  they  were  some  kind  of  fi- 
nancial records,  yes,  sir. 

Senator  Shelby.  But  as  far  as  searching  through  them? 

Ms.  Wright.  No,  sir,  I  didn't. 

Senator  Shelby.  For  content  you  didn't  do  that? 

Ms.  Wright.  No,  sir.  Which  is  consistent  with  my  not  really 
wanting  to  know  the  details  of  all  this. 

Senator  Shelby.  But  you  did  know  that  there  were  Whitewater 
documents  before  your  eyes,  didn't  you? 

Ms.  Wright.  Yes,  it  said  Whitewater  Development  on  it. 
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Senator  Shelby.  Did  you  talk  to  Mr.  Bruce  Lindsey  about  what 
you  had  found? 

Ms.  Wright.  I  did.  I  called  to  tell  him. 

Senator  Shelby.  From  Little  Rock? 

Ms.  Wright.  Yes,  sir. 

Senator  Shelby.  What  was  his  response  when  you  called  him 
from  Little  Rock  to  tell  him  that  you  had  found  Whitewater  docu- 
ments? What  did  he  tell  you? 

Ms.  Wright.  I  don't  know  what  your  experience  with  Bruce 
Lindsey  is.  My  experience  has  been  that  it's  been  very  difficult  to 
get  him  to  say  stuff  back.  I  feel  like  I  have  one-way  conversations 
with  him. 

Senator  Shelby.  Well,  it  wasn't  completely  one  way.  Did  he  say 
hello  or  anything  when  you  called  him? 

Ms.  Wright.  He  does,  but  I  don't  think  that  that  would  count  as 
a  response.  To  my  telling  him,  it  basically  was,  oh,  that's  interest- 
ing. I  need  to  get  them  to  David  Kendall,  the  Clintons'  attorney. 

Senator  Shelby.  Did  he  say  that  to  you? 

Ms.  Wright.  I  said  that. 

Senator  Shelby.  You  said  I  need  to  get  these  Whitewater  records 
to  David  Kendall  the  attorney  of  record  for  the  Clintons,  right? 

Ms.  Wright.  Yes. 

Senator  Shelby.  What  did  Bruce  Lindsey  say  about  that? 

Ms.  Wright.  I  think  I  told  him  that  I  had  learned  that  Mr.  Ken- 
dall was  on  his  way. 

Senator  Shelby.  No,  let's  go  back.  What  did  Mr.  Lindsey  say  in 
response  to  your  statement,  I  need  to  get  these  Whitewater  records 
to  David  Kendall?  Did  Mr.  Lindsey  say  something?  Did  he  say 
nothing?  Did  he  sigh? 

Ms.  Wright.  The  rest  of  my  sentence  to  Mr.  Lindsey  was,  I  have 
now  learned  that  Mr.  Kendall  is  on  his  way  here  for  Virginia's  fu- 
neral, and  so  I  intend  to  give  them  to  him  when  he  arrives.  He 
said,  fine,  good  idea. 

Senator  Shelby.  Did  Bruce  Lindsey,  did  you  all  disconnect  your 
telephone  then?  Was  there  any  other  conversation  about  this? 

Ms.  Wright.  No,  sir. 

Senator  Shelby.  How  many  records  are  you  talking  about  you 
were  going  to  give  to  Mr.  Kendall  dealing  with  Whitewater? 

Ms.  Wright.  It  was  a  small  box,  as  I  recall,  a  brown  cardboard 
box  about  this  big. 

Senator  Shelby.  A  file  box? 

Ms.  Wright.  No,  it  wasn't  a  file  box.  It  was  like  you  could  get 
a  package  from  a  catalogue  order  in  of  a  small  item  because  I  did 
ultimately  carry  it  back  in  my  arm  on  the  airplane  so  it  wasn't 
large. 

Senator  Shelby.  How  many  days  or  hours  did  you  spend  at  the 
storage  facility  looking  through  these  records? 

Ms.  Wright.  Actually,  longer  than  I  spent  in  deposition  with  this 
Committee. 

Senator  Shelby.  How  long,  in  your  best  judgment? 

Ms.  Wright.  I  spent  like  2V2  to  3  days  going  through  boxes. 

Senator  Shelby.  What  did  Mr.  Kendall  say  to  you  when  you  gave 
him  the  documents?  You  said  you  were  going  to  give  them  to  him. 
Did  you,  in  fact,  give  the  Whitewater  documents  to  Mr.  Kendall? 
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Ms.  Wright.  Eventually  I  did,  yes. 

Senator  SHELBY.  Did  you  do  it  when  he  came  to  Little  Rock? 

Ms.  Wright.  No,  sir. 

Senator  Shelby.  Did  you  take  the  documents  back  to  Washing- 
ton yourself? 

Ms.  Wright.  Yes,  sir. 

Senator  SHELBY.  How  long  was  it  before  you  gave  them  to  Mr. 
Kendall? 

Ms.  Wright.  One  day. 

Senator  Shelby.  What  did  he  say,  in  response,  to  the  records 
when  you  gave  them  to  him?  Did  he  do  like  Mr.  Lindsey  and  didn't 
say  anything? 

Ms.  Wright.  I  don't  recall  a  conversation.  I  think  actually  a  cou- 
rier came  from  his  firm  to  get  them  from  me. 

Senator  Shelby.  You  didn't  give  them  to  him  yourself,  did  you? 

Ms.  Wright.  No,  sir,  I  didn't. 

Senator  Shelby.  That's  all  I  have,  Mr.  Chairman. 

The  Chairman.  I  want  to  ask  you  something  if  I  might. 

Ms.  Wright.  Senator  Shelby,  I  do  want  to  clarify  about  there 
being  an  index.  There  was  an  index  with  whatever  identification 
had  been  applied  to  each  box.  It  was  not  detailed  or  helpful. 

Senator  Shelby.  But  an  index  basically  is  an  indicator  of  what's 
in  a  file  or  a  box,  is  it  not? 

Ms.  Wright.  Yes,  sir. 

Senator  Shelby.  That's  why  we  do  an  index. 

Ms.  Wright.  Yes,  sir.  And  my  disappointment  was 

Senator  SHELBY.  My  question  earlier  was  whether  there  was  an 
index.  In  other  words,  the  boxes  were  indexed  that  was  my  under- 
standing. 

Ms.  Wright.  There  are  two  kinds  of  indexes,  one  would  be  the 
contents  of  a  box  and  one  would  be  of  all  of  the  boxes. 

Senator  SHELBY.  That's  right. 

Ms.  Wright.  The  disappointment  I  had  in  the  progress  or  lack 
thereof  of  indexing  those  boxes  at  that  time  was  that  just  about  ev- 
erything had  my  name  on  it  as  the  identifier  and  it  might  have 
had,  it  then  did  have  a  box  number,  but  not  any  clue  as  to  content. 

Senator  Shelby.  OK.  Go  ahead,  Mr.  Chairman. 

The  Chairman.  I  am  going  to  let  others  explore  the  index  ques- 
tion. I  don't  know  where  we  go  from  there.  Obviously  you  felt  a 
sense  of  frustration  because  all  these  boxes  had  your  name  on 
them,  as  opposed  to  having  better  classifications.  Is  that  what 
you're  saying? 

Ms.  Wright.  Absolutely. 

The  Chairman.  So  instead  of  it  saying,  "Campaign  1980  Guber- 
natorial Campaign  1982,"  for  example,  it  did  not  have  that?  Gov- 
ernor's actions  with  respect  to  legislature?  This  year,  that  year,  the 
following  year? 

Ms.  Wright.  That's  correct,  they  did  not. 

The  Chairman.  I  have  to  tell  you  I  don't  know  how  relevant  this 
is  or  where  we  go  from  here.  There's  a  cocktail  party  someplace  in 
Kansas  City  and  some  RTC  official  is  overheard  speaking  to  some- 
one regarding  an  RTC  criminal  referral  in  which  the  names  of  the 
Clintons  come  up  in  conjunction  with  this  possible  referral.  That 
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conversation  is  then  reported  by  someone  who  overhears  these  two 
people  to  someone  in  California.  Do  I  have  the  sequence  right? 

Ms.  Wright.  I  think  that's  correct,  yes,  sir. 

The  Chairman.  Then  that  person  in  California  reaches  out  to  you 
to  relay  that  situation.  The  fact  that  they  heard  this  situation  tak- 
ing place  at  a  cocktail  party  in  California.  Is  that  correct? 

Ms.  Wright.  That's  correct. 

The  Chairman.  In  Kansas  City,  excuse  me.  Let  me  ask  again, 
you  don't  know  the  person  who  called  you  to  relay  that  information 
to  you? 

Ms.  Wright.  No,  sir,  I  don't. 

The  Chairman.  Do  you  recall  if  that  person  identified  himself  or 
herself? 

Ms.  Wright.  I  believe  they  did.  I  just  don't  recall  that  it  was  an 
anonymous  call. 

The  Chairman.  You  know  the  reason  and  you  then  follow  that 
up.  You  are  sufficiently  concerned  so  you  contacted  an  attorney  and 
fill  in  the  story  or  the  details  of  what  was  revealed  to  you.  You 
thought  that  the  story  or  the  details  of  what  was  revealed  to  you 
was  compelling  enough. 

We  all  get  crank  calls  once  in  a  while.  You  did  follow  through 
on  this?  You  didn't  treat  it  as  a  crank,  but  as  something  that 
should  be  pursued.  You  called  an  attorney  who  handles  criminal 
matters  by  the  name  of  Wilson  in  Little  Rock,  is  that  right? 

Ms.  Wright.  Yes,  sir. 

The  Chairman.  Let  me  give  you  a  certain  comfort  level.  I'm  not 
suggesting  that  there  was  anything  improper  or  unethical,  et 
cetera.  You  said,  now  look,  this  is  what  I  heard.  Is  there  anyway 
to  ascertain  the  truth  or  falsity  of  something  like  this  going  on  in 
which  they  might  drag  in  Bill  and  Hillary.  After  all,  they  are  your 
principals.  You  are  working  for  them,  and  that  would  be  perfectly 
logical. 

He  indicates  to  you  that  there  is  no  way  without  interfering  for 
you  to  do  this  properly  without  perhaps  creating  something  that 
would  be  more  than  it  is.  Is  that  right? 

Ms.  Wright.  He  just  told  me  that  there  wasn't.  I  asked  if  there 
was  a  way  to  know  that,  and  he  said  no,  there  wasn't.  I  turned  to 
him  for  information. 

The  Chairman.  All  right.  Now,  I  would  think  that  if  you  were 
to  pursue  this  to  the  point  that  you  did,  you  would  really  know  that 
person  who  called  you.  You  would  have  had  a  name  because  you 
would  follow  up  with  a  call  down  to  Little  Rock  to  a  respected  coun- 
sel to  ask  if  there  is  any  way  we  can  get  a  line  on  this. 

You  may  not  have  said  it  in  exactly  that  fashion,  but  you  would 
seek  to  get  information  to  verify  or  to  confirm.  You  would  have 
done  that  on  the  basis  of  someone,  and  you  just  didn't  pick  it  up, 
and  that  person  knew  enough  to  call  you. 

I  dare  say,  I  have  been  active  in  the  body  politic  going  back  to 
the  1992  campaign.  I  must  confess  my  ignorance.  I  wouldn't  have 
known  enough  to  call  you.  Who  do  you  reach?  What  Republican  op- 
erative do  you  call?  I  don't  mean  that  in  a  pejorative  sense.  Do  you 
call  a  campaign  manager  or  deputy  campaign  manager?  That's  why 
I  think,  remember  this  is  an  action  that  you  then  pursued.  You  put 
enough  credence  in  this  story.  I  believe  that  the  conversation  prob- 
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ably  did  take  place  in  Kansas  City  and  somebody  overheard  it  and 
called  someone  in  California. 

What  I  am  having  trouble  with  is  why  you  wouldn't  know  who 
the  person  was  that  called  you  and  identified  an  occasion  with  such 
specificity  that  you  saw  fit  to  follow  through.  That's  what  leaves  me 
a  little  bit  puzzled. 

Ms.  Wright.  If  I  might  respond,  Senator,  you  of  course  wouldn't 
have  been  inclined  to  call  our  campaign  with  a  warning  about  some 
new  rumors. 

The  Chairman.  That  is  fair. 

Ms.  Wright.  Therefore,  it  wouldn't  have  been  of  interest  to  you 
who  to  call.  And  I  certainly  would  hope  I  wasn't  famous  and  in  a 
lot  of  cases  I  was  notorious  but  I  certainly  had  a  higher  visibility 
in  terms  of  newspaper  stories,  magazine  stories,  TV  coverage  than 
I  had  wished  because  of  the  damage  control  operation  I  had  set  up. 

But  if  I  could  attempt  to  give  you  some  perspective,  if  it  seems 
to  you  that  I  did  a  great  deal  of  follow  up  on  this  tip  and  lead,  I 
got  dozens  of  these  kinds  of  calls  a  day,  dozens.  I  followed  every 
one.  I  did  a  very  good  job  for  Bill  Clinton  in  that  campaign.  And 
part  of  the  reason  is  that  I  didn't  assume  anything  and  I  didn't  ig- 
nore anything,  and  fortunately  most  of  the  stuff  came  to  naught. 

But  for  the  rest  of  the  stuff,  because  I  followed  it  up,  I  was  able 
to  find  what  piece  of  lint  was  used  to  weave  the  whole  cloth.  This 
was  a  nothing  issue. 

I  think  in  the  deposition  I  was  asked  when  I  first  heard  about 
the  RTC  referral.  It  is  in  retrospect  that  it  is  all  clear  to  me  now 
what  is  happening.  At  that  time,  I  didn't.  I  called  to  find  out 
whether  I  could  know  more.  I  called  to  see  if  anybody  knew  of  an 
S&L  official  in  serious  criminal  scrutiny,  and  that  was  essentially 
all  I  did.  I  didn't  know  anything  else  I  could  do.  And  I  still  had  all 
these  other  dozens  of  calls  coming  in  every  day.  I  mean,  I  wish  I 
could  meet  all  those  people.  I  really  do. 

The  Chairman.  All  right. 

Senator  Shelby.  Mr.  Chairman. 

The  Chairman.  Senator  Shelby,  I  understand.  We  are  going  to  go 
back.  We  really  do  want  to  move  it.  I  think  we  have  been  accom- 
plishing that. 

Yes,  Senator. 

Senator  SHELBY.  I  have  a  couple  of  questions,  if  I  could. 

The  Chairman.  Let  me  go  to  the  other  side,  then  we'll  come  right 
to  you. 

Senator  Sarbanes. 

Senator  Sarbanes.  Ms.  Wright,  first  of  all,  I  think  it's  clear  the 
improper  action  was  the  RTC  employee.  Apparently  she  was  talk- 
ing out  of  school,  so  to  speak,  and  violating  all  the  requirements 
of  confidence  at  this  cocktail  party.  But  when  you  got  the  call,  how 
soon  after  the  cocktail  party  discussion  was  it?  Did  they  tell  you 
this  was  something  that  had  just  occurred? 

Ms.  Wright.  I  seem  to  recall  that  it  was  within  3  or  4  days. 

Senator  Sarbanes.  You  went  to  Mr.  Wilson  to  find  out  if  there 
was  some  way  to  find  out  whether  this  could  be  checked  out  in 
some  public  way,  is  that  correct? 

Ms.  Wright.  Correct. 

Senator  Sarbanes.  He  told  you  that  wasn't  the  case? 
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Ms.  Wright.  That's  correct. 

Senator  Sarbanes.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  There  is  no  mystery  about  why  you  might 
have  been  identified  as  a  person  to  be  called  by  someone  who  had 
received  that  kind  of  information.  As  you  indicated,  you  were  a  per- 
son whose  name  was  well  known  in  the  press  at  that  point.  You 
were  involved  in  the  campaign  and,  indeed,  played  the  role  as,  I 
believe  every  major  campaign  has  now,  somebody  who  does  damage 
control. 

An  allegation  is  made  against  a  candidate  in  a  Gubernatorial  or 
Senatorial  or  Presidential  race  and  there  is  a  team  of  people  who 
are  working  in  the  campaign  who  try  to  get  the  bottom  of  it,  get 
the  facts  out  and  get  it  dealt  with.  You  were  performing  that  func- 
tion. It  was  a  well  known  fact  that  you,  Betsey  Wright,  were  doing 
that;  correct? 

Ms.  Wright.  That's  correct. 

Mr.  Ben-Veniste.  And  once  you  had  put  in  motion  what  you  felt 
was  an  adequate  way  to  try  to  check  this  out,  you  went  onto  the 
next  project  as  the  day  for  the  election  got  closer  and  closer.  Right? 

Ms.  Wright.  That  is  correct. 

Mr.  Ben-Veniste.  My  sense,  based  on  your  testimony  and  from 
the  other  facts  we  have  developed  before  this  Committee,  is  that 
by  the  time  this  matter  was  prepared  and  sent  over  to  the  U.S.  At- 
torney's Office  in  Little  Rock,  it  was  fairly  close  to  the  election.  So 
I  imagine  this  occurred  fairly  hard  by  the  election  date.  Is  that  con- 
sistent with  your  recollection? 

Ms.  Wright.  Yes,  sir,  it  is. 

Senator  Sarbanes.  We  yield  back  our  time. 

The  Chairman.  Senator  Shelby. 

Senator  Shelby.  Ms.  Wright,  you  were  talking  about  taking  a 
piece  of  lint,  I  believe  was  your  metaphor,  and  weaving  it  into  the 
whole  cloth.  We  are  trying  to  get  at  the  whole  bolt  of  cloth  our- 
selves. What's  troubling  to  me  is  why  your  name  would  be  on  the 
Whitewater  files?  In  other  words,  who  sent  the  Whitewater  files  to 
storage  with  your  name  on  it?  Did  you  do  this? 

Ms.  Wright.  No,  sir. 

Senator  Shelby.  You  were  the  possessor,  if  we  could  use  the 
phrase,  of  the  files?  In  other  words,  it  had  your  name  all  over  the 
files,  Betsey  Wright.  Is  that  right?  Or  did  it  have  Clinton  campaign 
written  all  over  those  boxes  of  files?  In  other  words,  how  were  they 
designated?  You  had  2,000  boxes.  What  did  they  say  on  the  boxes? 
They  weren't  blank,  were  they? 

Ms.  Wright.  No.  I  think  that  one  might  have  been. 

Senator  Shelby.  There  were  2,000  boxes? 

Ms.  Wright.  There  were  numbers. 

Senator  Shelby.  You  had  a  number  for  the  boxes,  OK. 

Ms.  Wright.  Yes,  sir. 

Senator  Shelby.  If  you  had  a  number,  then  you  have  to  have  an 
index  to  tie  to  the  number,  would  you  not,  a  topical  index?  White- 
water, Madison,  political  consultants'  names,  you  know,  and  so 
forth.  In  other  words,  just  having  box  1,  2,  3,  4,  through  1,000 
wouldn't  mean  anything  to  you  unless  you  had  some  inkling  of 
what  might  be  in  the  box  that  you  were  looking  for? 
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Ms.  Wright.  That  is  correct,  sir.  You  understand  what  my  frus- 
tration was. 

Senator  Shelby.  Sure. 

Ms.  Wright.  Because  they  would  say  Betsey  Wright  13,  Betsey 
Wright  27.  So  I  had  to  go  through  quickly  a  whole  bunch  of  file 
boxes  to  see  if 

Senator  Shelby.  Did  you  go  through  2,000  boxes? 

Ms.  Wright.  No,  sir.  Because  among  those  were  some  that  I  had 
had  in  storage  of  the  Governor's  papers. 

Senator  Shelby.  You  knew  what  those  boxes  were? 

Ms.  Wright.  And  they  were  better  indexed.  So  I  was  able  to 
eliminate  them,  once  I  could  see  them.  Betsey  Wright  47  happened 
to  have  been  have  the  mark  from  this  other  index  I  had  from  the 
Governor's  office,  so  I  wouldn't  have  to  go  through  it. 

Senator  Shelby.  How  did  you  find  the  boxes  that  had  the  White- 
water files  without  an  index?  You  were  looking  for  the  Whitewater 
files? 

Ms.  Wright.  No,  sir.  I  was  looking  for  finance  records. 

Senator  Shelby.  Finance  records.  What  type  of  finance  records? 

Ms.  Wright.  The  political  finance  records  of  the  Clinton  years. 

Senator  SHELBY.  That  was  the  reason  you  went  to  Little  Rock? 

Ms.  Wright.  That's  correct,  sir. 

Senator  Shelby.  You  didn't  go  to  Little  Rock  to  look  for  the 
Whitewater  files? 

Ms.  Wright.  No,  sir. 

Senator  Shelby.  Why  did  they  associate,  whoever  they  is,  put 
Betsey  Wright's  name  on  all  these  files?  Why  would  they — you  can 
identify  they  better  for  the  Committee  than  I  could — why  would 
they  put  Betsey  Wright's  name  on  the  Whitewater  files  that  were 
in  storage? 

Ms.  Wright.  I  don't  know,  sir. 

Senator  SHELBY.  Who  is  responsible  for  this? 

Ms.  Wright.  I  don't  know. 

Senator  Shelby.  You  don't  have  any  idea  who  was  the  keeper  of 
these  files? 

Ms.  Wright.  No,  sir.  I  wasn't  a  part  of  closing  down  the  cam- 
paign headquarters  and  how  they  collected  up  all  the  boxes  into 
storage,  I  don't  know  that. 

Senator  Shelby.  Could  that  have  been  Mr.  Hubbell? 

Ms.  Wright.  No,  sir,  I  don't  think  Mr.  Hubbell  would  do  that 
kind  of  work. 

Senator  Shelby.  He  didn't  have  anything  to  do  with  organizing 
the  files  and  so  forth? 

Ms.  Wright.  My  point  is  they  weren't  organized. ' 

Senator  Shelby.  Somebody  organized  something  and  put  the 
Whitewater  files  in  these  boxes.  Who,  that's  what  we  are  trying  to 
get? 

Ms.  Wright.  I  don't  know,  I  wasn't  responsible  for  that. 

Senator  Shelby.  You  have  no  judgment  on  who  would  put  the 
Whitewater  files  in  a  box  that  you  later  came  upon  in  storage? 

Ms.  Wright.  No,  sir. 

Senator  Shelby.  Would  it  have  been  someone  with  the  Clinton 
Gubernatorial  Campaign?  Would  it  have  been  someone  in  the  Pres- 
idential Campaign? 
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Ms.  Wright.  It  had  to  have  been  Presidential  because  I  had  all 
the  stuff  in  the  Presidential  Campaign.  Senator  Shelby,  it  is  pos- 
sible that  that  box  was  among  papers  that  had  been  brought  to  the 
campaign  headquarters  prior  to  my  arrival  when  there  were  some 
Whitewater  documents  there.  And  it  had  just  become  stored  with 
all  of  my  other  boxes  that  I  added  to,  to  stuff.  But  by  and  large, 
Whitewater  documents  were  not  at  the  campaign  during  the  time 
I  was.  So  I  assume  it  was  a  leftover  from  that  that  had  gone  astray 
and  it  could  have  been  stored  in  the  same  secure  rooms  that  I  had 
fixed  for  all  of  the  2,000  boxes.  So  it  could  have  been,  that's  why 
my  name  was  on  it. 

If  it  was  about  Arkansas,  I  became,  for  a  lot  of  people  who  were 
not  from  Arkansas,  Arkansas?  Betsey  Wright's  in  charge  of  that.  It 
didn't  quite  go  to  my  head. 

Senator  Shelby.  Was  this  designation  with  your  name  on  it  the 
files  Betsey  Wright,  was  that  typed  or  was  it  written  out? 

Ms.  Wright.  There  was  nothing  as  neat  and  orderly  as  typing 
these  things. 

Senator  Shelby.  No,  let  me  go  back  again.  Let  me  ask  you  the 
question.  You  had  a  box  that  said  Betsey  Wright  on  it,  and  it  had 
a  number  on  it.  As  you  have  indicated,  a  number  on  the  box,  say 
number  82,  did  it  have  on  top  of  the  box  on  the  outside  Betsey 
Wright?  In  other  words,  it  had  your  name  on  it,  did  it  not?  It's 
what  you  have  indicated  here.  If  so,  if  it  had  your  name  on  it,  was 
it  on  a  label  or  something  that  was  typed,  printed,  or  written? 

Ms.  Wright.  There  was  no  consistency  and  there  was  no  typed 
label  and  it  probably  was  a  magic  marker  on  the  side  of  the  box 
and  it  didn't  have  my  whole  name,  it  had  B.W. 

Senator  Shelby.  B.W.? 

Ms.  Wright.  Yes,  sir. 

Senator  Shelby.  Did  you  recognize  the  handwriting? 

Ms.  Wright.  No,  sir. 

Senator  Shelby.  Were  most  of  the  boxes  done  by  the  same  hand, 
or  do  you  know? 

Ms.  Wright.  I  don't  know. 

Senator  Shelby.  Thank  you. 

The  Chairman.  Mr.  Chertoff,  we  are  down  to  about  5  minutes  on 
a  vote  that  is  taking  place  right  now.  I'm  going  to  suggest  that  we 
take  a  break,  go  down  and  vote.  At  the  conclusion  of  the  vote,  we'll 
try  and  come  right  back.  We'll  take  a  10  minute  break  and  maybe 
another  5  minutes  to  get  back. 

[Recess.] 

The  Chairman.  Mr.  Ben-Veniste  has  several  questions.  Then  we 
will  come  back  to  Mr.  Chertoff. 

Mr.  Ben-Veniste.  Actually,  only  a  couple  of  questions  on  this 
issue  of  the  records  that  were  located  and  what  you  did  with  them. 
As  I  understand  it,  you  had  expected  that  someone  would  catalogue 
these  records  or  index  them.  It  was  not  your  function  to  perform 
this  task  at  the  end  of  the  campaign. 

When  you  got  down  to  the  warehouse  in  which  they  were  stored, 
you  found  that,  disappointingly,  the  cataloguing  simply  had  your 
name  on  a  large  number  of  boxes  without  any  further  descriptive 
material,  and  that  wasn't  particularly  helpful? 

Ms.  Wright.  Right. 
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Mr.  Ben-Veniste.  When  you  found  the  documents  that  contained 
financial  records  that  you  have  described  were  associated  with 
Whitewater,  that  investment,  you  advised  Mr.  Lindsey  that  you  in- 
tended to  turn  them  over  to  David  Kendall  who  was  then  rep- 
resenting the  President  in  his  personal  capacity,  correct? 

Ms.  Wright.  That's  correct. 

Mr.  Ben-Veniste.  Mr.  Lindsey  didn't  tell  you  to  do  something 
else,  I  take  it?  Mr.  Lindsey  listened  to  your  proposal  and  did  not 
disagree  with  it? 

Ms.  Wright.  That's  correct. 

Mr.  Ben-Veniste.  You  indicated  that  you  had  intended  to  give 
the  records  to  Mr.  Kendall  while  he  was  to  visit  Arkansas? 

Ms.  Wright.  Yes,  sir. 

Mr.  Ben-Veniste.  Apparently  that  did  not  happen? 

Ms.  Wright.  That's  correct. 

Mr.  Ben-Veniste.  Why  didn't  you  turn  those  records  over  at  that 
time,  do  you  recall? 

Ms.  WRIGHT.  He  didn't  want  to  accept  them  from  me  there,  and 
told  me  just  to  take  them  back  to  DC. 

Mr.  Ben-Veniste.  So  then  they  were  transported  by  you  to 
Washington,  DC.  It  was  a  finite,  if  I  understand  it,  small  number 
of  documents? 

Ms.  Wright.  Yes,  sir. 

Mr.  BEN-VENISTE.  They  fit  in  a  small  box.  You  brought  them  to 
Washington,  and  upon  your  arrival,  you  advised  Mr.  Kendall  that 
they  were  available,  and  he  sent  a  messenger  over  to  receive  them 
from  you? 

Ms.  Wright.  That's  correct. 

Mr.  Ben-Veniste.  There  was  never  any  question  about  whether 
he  would  receive  them  or  about  what  the  contents  were  or  any  such 
questions  from  Mr.  Kendall  I  take  it? 

Ms.  Wright.  No,  sir. 

Mr.  Ben-Veniste.  You  said  you  wanted  to  give  him  the  records 
and  he  was  there  to  accept  them.  The  logistics  of  that  you  worked 
out  when  you  got  back  to  Washington? 

Ms.  Wright.  That's  correct. 

Mr.  Ben-Veniste.  I  have  nothing  further. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Ms.  Wright,  I  just  want  to  make  sure  I  have  an 
understanding  of  the  sequence  of  events  involving  your  handling  of 
the  issue  of  Whitewater/Madison  as  it  erupted  from  time  to  time. 
You  came  into  the  campaign  in  1992,  and  you  said  one  of  your  re- 
sponsibilities was  to  deal  with  the  character  issue,  right? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  I  take  it,  when  you  came  in,  you  prepared  your- 
self by  looking  at  what  had  been  written,  what  was  out  there  in 
the  media  as  to  various  character  questions  that  had  been  raised. 
Is  that  right? 

Ms.  Wright.  For  years. 

Mr.  Chertoff.  So  you  certainly  had  to  be  aware  of  the  really  vo- 
luminous amount  of  attention  paid  by  The  New  York  Times  and 
The  Washington  Post  and  other  national  papers  to  the  issues  of 
Whitewater,  Madison,  McDougal,  and  the  work  of  the  Rose  Law 
Firm  in  the  spring  of  1992,  right? 
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Ms.  Wright.  Absolutely. 

Mr.  Chertoff.  You  certainly  were  aware,  as  of  the  time  you 
came  in,  that  the  issue  of  McDougal,  Madison,  Whitewater,  and  the 
Rose  Law  Firm  was  on  the  front  burner  on  the  character  issue,  is 
that  right? 

Ms.  Wright.  I  don't  know  on  the  character  issue  it  was  on  a 
mini-burner  at  that  point,  awaiting  a  forensic  accounting  report. 

Mr.  Chertoff.  It's  against  that  background  that  you  then  get 
word  in  the  fall  of  1992,  about  a  possible  criminal  referral  from  the 
RTC  involving  a  savings  and  loan,  someone  who  was  a  savings  and 
loan  operator  in  Arkansas,  right?  You  got  that  news? 

Ms.  Wright.  It's  not  in  that  background,  sir.  In  the  campaign, 
the  distance  between  March  and  September  or  October  is  enor- 
mous, several  life  times. 

Mr.  Chertoff.  So  your  testimony  to  us  is  that,  notwithstanding 
the  tremendous  amount  of  attention  paid  to  this  story  by  the  na- 
tional media  in  the  spring  of  1992,  including  The  New  York  Times, 
The  Washington  Post,  and  the  L.A.  Times,  that  when  you  got  word 
in  September-October  of  1992,  that  there's  some  story  or  rumor 
about  a  potential  referral  involving  a  savings  and  loan  operator  in 
Arkansas,  you  don't  make  the  connection  between  McDougal  and 
that  referral.  That's  your  testimony? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  You  then  sit  down  with  Mrs.  Clinton.  If  the 
record  is  clear,  Mrs.  Clinton  certainly  had  conversations  during  the 
spring  with  people  like  Mr.  Hubbell  and  Mr.  Foster  about  the  Rose 
Law  Firm  and  its  representation  of  Madison  and  Whitewater  and 
McDougal.  She  can't  figure  out  that  there's  any  connection  or  any 
potential  connection  between  this  referral  and  McDougal,  right? 

Ms.  Wright.  Mr.  Chertoff,  I  didn't  sit  down  with  her.  It  was  a 
passing  conversation  on  the  phone  or  something. 

Mr.  Chertoff.  While  in  the  passing  conversation  on  the  phone, 
she  didn't  even  say  to  you,  maybe  it's  McDougal,  but  you  know  that 
he  was  acquitted  so  do  you  think  it's  McDougal  or  not.  McDougal's 
name  never  came  up  in  the  conversation  between  you  and  Mrs. 
Clinton? 

Ms.  Wright.  The  way  I  absorbed  the  information  it  sounded  like 
some  new  thing,  and  as  I  told  you,  I  no  longer  even  thought  of  Mr. 
McDougal  as  a  savings  and  loan  official. 

Mr.  Chertoff.  Mrs.  Clinton  didn't  think  about  it  either,  at  least 
in  her  conversations  with  you,  is  that  your  testimony? 

Ms.  Wright.  Clearly,  Mr.  Chertoff,  Mrs.  Clinton  only  heard  what 
I  articulated  and  I  don't  recall  the  words,  but  I  know  that  to  me 
it  was  like  there  was  something  new. 

Mr.  Chertoff.  Your  character  files,  did  they  contain  material 
from  the  Rose  Law  Firm? 

Ms.  Wright.  Character  files? 

Mr.  Chertoff.  The  files  you  had  that  dealt  with  the  character 
issue,  the  Arkansas  record.  Your  set  of  files  that  you  maintained 
as  Deputy  Campaign  Manager  in  1992?  Did  they  contain  informa- 
tion from  the  Rose  Law  Firm? 

Ms.  Wright.  On  various  questions  that  I  had  to  prepare  answers 
for,  I  would  obtain  information  from  the  Rose  Law  Firm  and  it  was 
in  the  files  in  my  office.  I  think  before  the  last  time  break,  you  had 
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made  reference  to  files  from  the  Rose  Law  Firm  coming  for  cam- 
paign use.  That  never  occurred  during  the  time  that  I  was  there. 

Mr.  CHERTOFF.  The  information  you  received  from  the  firm  you 
got  from  either  Hubbell  or  Foster,  right? 

Ms.  Wright.  Or  if  it  was  on  a  business  matter,  I  think  there 
were  a  couple  of  items  I  called  Ms.  Huber  on  for  information  or 
maybe  Hillary's  secretary. 

Mr.  Chertoff.  Speaking  of  Ms.  Huber,  did  you  at  any  time  dur- 
ing the  campaign  see  or  become  aware  of  the  existence  of  Rose  Law 
Firm  billing  records? 

Ms.  Wright.  I  did  not,  sir. 

Mr.  Chertoff.  When  you  finished  with  the  campaign 

Senator  Sarbanes.  Are  those  the  Rose  Law  Firm  billing  records? 

Mr.  Chertoff.  For  the  record,  these  are  the  records  discovered 
or  at  least  turned  over  to  us.  These  are  copies  of  the  records  that 
were  turned  over  in  January  of  this  year. 

Senator  Sarbanes.  They  seem  to  be  about  the  same  size  they 
were  before. 

Mr.  Chertoff.  Pretty  recognizable. 

Mr.  Cohen.  So  the  record's  clear  and  so  that  we  are  clear,  those 
are  the  documents  the  witness  was  shown? 

Mr.  Chertoff.  Yes,  these  are  the  documents  the  witness  was 
shown  in  the  deposition. 

Senator  Sarbanes.  I  think  she  said  earlier  that  this  was  the  first 
time  she  had  ever  seen  them. 

Mr.  Chertoff.  I  think  that's  right.  I  just  want  to  be  real  clear 
about  that.  After  the  campaign  was  over,  after  the  election,  you 
took  your  set  of  files  and  gave  them  to  Mr.  Hubbell.  Is  that  correct? 

Ms.  Wright.  My  set  of  files? 

Mr.  Chertoff.  The  files  you  had? 

Ms.  Wright.  They  were  selected  files.  The  campaign  viewed  the 
2,000  boxes  as  my  files. 

Mr.  Chertoff.  I  want  to  know  what  you  viewed  as  your  files? 

Ms.  Wright.  Two  thousand  boxes. 

Mr.  Chertoff.  The  files  you  maintained  that  you  were  person- 
ally involved  in  maintaining  involving  questions  about  the  Arkan- 
sas record  and  character? 

Ms.  Wright.  No,  sir.  The  boxes  that  I  took  from  the  campaign 
were  selected  files.  I  didn't  take  all  of  my  files.  That's  2,000  boxes. 
I  took  selected  files  on  issues  that  were  of  personal  nature  that  I 
didn't  think  belonged  mixed  up  in  some  warehouse,  that  I  thought 
the  Clintons  should  have  the  prerogative  to  deal  with,  things  that 
I  thought  the  White  House  would  need  to  comment  on  in  the  fu- 
ture. Now  what  was  your  question? 

Mr.  Chertoff.  You  gave  those  files  to  Hubbell? 

Ms.  Wright.  I  did. 

Mr.  CHERTOFF.  Everything  except  the  one  file  you  kept? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  The  file  you  kept  had  to  do  with  a  case  that  you 
were  involved  in  personally? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  It  did  not  have  to  do  with  the  Rose  Law  Firm? 

Ms.  Wright.  That's  correct. 
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Mr.  Chertoff.  The  next  time  you  dealt  with  files  that  were  con- 
nected with  the  campaign  or  with  Whitewater  was  on  this  trip 
down  to  Little  Rock  in  1994,  right? 

Ms.  Wright.  No,  sir.  I  believe  that  my  files  were  moved  from  Mr. 
Hubbell  to  Mr.  Kendall  before  I  went  to  Little  Rock,  and  I  had  been 
over  to  Mr.  Kendall's  office  then. 

Mr.  Chertoff.  So  Kendall  asked  you  to  come  over  in  the  fall  of 
1993  to  look  at  the  files  in  his  office? 

Ms.  Wright.  He  didn't  necessarily  ask  me  to  come  look  at  them, 
but  a  lot  of  the  things  I  kept  getting  questions  about  were  in  those 
files,  so  I  would  go  look  them  up.  And  at  one  point,  I  pulled  White- 
water-related things,  questions  and  answers  that  we  had  compiled 
and  stuff,  for  him. 

Mr.  Chertoff.  So  then  these  files  you  continued  to  work  with  in 
1993  but  as  of  the  time  they  were  in  Kendall's  possession,  you  used 
them  in  Kendall's  office,  is  that  right? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  Did  you  contact  Bruce  Lindsey  about  these  issues 
during  the  fall  of  1993?  Did  you  call  him  up  to  discuss  some  of  the 
issues  contained  in  these  files?  Was  he  the  person  in  the  White 
House  with  whom  you  dealt  on  this  issue  in  the  fall  of  1993? 

Ms.  Wright.  On  which  issue? 

Mr.  Chertoff.  Anything  to  do  with  the  files  you  were  looking  at? 

Ms.  Wright.  Oh  no,  sir.  The  files  were  much  broader  than  that. 
But  I  did,  you  know,  Bruce  was,  I  think  he  had  at  that  time  re- 
sponsibility for  some  of  the  damage  control  issues  in  the  White 
House,  so  I  might  have  had  a  number  of  conversations  with  him. 

Mr.  Chertoff.  You  didn't  indicate  to  him  that  you  were  going 
to  go  down  to  Little  Rock  in  1994,  to  look  at  records,  campaign 
records  in  a  storage  facility? 

Ms.  Wright.  I  told  Bruce  Lindsey  I  was  going  to  go  get  campaign 
records,  that  I  was  tired  of  not  having  them  here. 

Mr.  Chertoff.  You  told  him  you  were  going  to  go  down  in  order 
to  get  the  records  and  bring  them  back? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  You  also  indicated  you  had  a  conversation — actu- 
ally, before  I  get  to  that,  you  made  reference  to  an  index  of  some 
value,  whether  it  was  good  or  bad,  at  the  storage  facility.  Whatever 
happened  to  that  index? 

Ms.  Wright.  I  don't  know  who  keeps  the  index.  Whoever  the  cus- 
todian of  all  of  those  records  is. 

Mr.  Chertoff.  You  didn't  take  it  with  you? 

Ms.  Wright.  No,  sir. 

Mr.  Chertoff.  You  also  said  you  had  a  conversation  with  Mr. 
Clinton  about  David  Hale  at  some  point  in  1993? 

Ms.  Wright.  I  don't  remember  the  date  but,  yes. 

Mr.  Chertoff.  Do  you  remember  the  year? 

Ms.  Wright.  No,  sir,  I  don't.  But  I  did  have  a  conversation  with 
Mr.  Clinton  as  the  information  that  he  was  making  some  kind  of 
allegations  about  the  President  were  surfacing. 

Mr.  Chertoff.  Was  it  just  you  and  Mr.  Clinton  on  the  phone  or 
was  there  someone  else? 

Ms.  Wright.  I  think  Hillary  was  in  on  that  conversation. 
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Mr.  CHERTOFF.  Mr.  and  Mrs.  Clinton  were  on  the  phone.  How 
did  that  call  come  about?  Did  they  reach  out  for  you? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  How  long  was  the  call? 

Ms.  Wright.  Half  hour  or  so. 

Mr.  Chertoff.  A  half  hour,  maybe  40  minutes? 

Ms.  Wright.  Thirty,  40  minutes. 

Mr.  Chertoff.  The  discussion  was  about  Mr.  Clinton  asking  you 
what  you  knew  about  Mr.  Hale? 

Ms.  Wright.  No.  The  discussion  was  about  trying  to  figure  out 
what  he  was  talking  about  in  the  allegations  about  a  loan. 

Mr.  Chertoff.  As  I  recall,  the  allegations,  as  they  were  reported 
in  the  papers  at  the  time,  were  pretty  straightforward.  He  alleged 
that  he  had  three  meetings  with  the  President,  that  they  had  been 
in  connection  with  the  President  urging  him 

Senator  Sarbanes.  Are  you  kidding?  Three  meetings? 

Mr.  Chertoff.  He  had  three  encounters  with  the  President? 

Ms.  Wright.  None  of  that  was  public  yet,  sir. 

Mr.  Chertoff.  What  were  the  allegations  that  you  were  dealing 
with?  Wait  a  second.  Let  me  withdraw  the  question. 

Are  you  saying  that  at  the  time  you  had  the  conversation  with 
the  President  and  Mrs.  Clinton  about  Mr.  Hale's  allegations,  they 
had  not  yet  become  public? 

Ms.  Wright.  No.  All  of  that  kind  of  stuff  had  not  become  public. 

Mr.  Chertoff.  When  you  say  all  of  that  kind  of  stuff,  you  mean 
the  detail  of  the  numbers? 

Ms.  Wright.  We  didn't  have  information  as  to  exactly  what  he 
was  alleging,  how  many  times  he  said  he  talked  to  Bill  Clinton.  It 
had  something  to  do  with  pressure  on  a  loan  and  we  were  trying 
to  figure  out  what  he  was  talking  about. 

Mr.  Chertoff.  You  couldn't  figure  out  what  the  loan  was  or 
what  he  was  talking  about.  It  that  your  recollection? 

Ms.  Wright.  That's  correct,  Mr.  Chertoff,  because  he  made  it  up. 

Mr.  Chertoff.  I  want  to  figure  out  what  occupied  30  to  40  min- 
utes in  this  telephone  call.  If,  as  you  recall  it,  what  happened  was 
that 

The  Chairman.  Wait  a  minute.  Let's  do  this  again.  Would  you  at- 
tempt to  reconstruct  the  telephone  conversation  you  had  with  the 
President  and  Mrs.  Clinton,  Ms.  Wright?  They  reached  out  to  you? 

Ms.  Wright.  Yes,  sir. 

The  Chairman.  Is  that  correct? 

Ms.  Wright.  Yes,  sir. 

The  Chairman.  I'm  just  trying  to  get 

Ms.  Wright.  I  understand.  No,  I  received  a  call  from  them. 

The  Chairman.  Where  were  you  at  the  time? 

Ms.  Wright.  I  was  at  my  house  and  I  believe  they  were  at  Camp 
David,  so  I  believe  it  was  on  a  weekend. 

The  Chairman.  Did  anyone  tell  you  that  they  were  going  to  call 
or  did  they  just  reach  out  to  you  over  the  weekend? 

Ms.  Wright.  No.  When  I  picked  up  the  phone  was  the  first  time. 

The  Chairman.  In  other  words,  no  assistant  or  aide  said,  Betsey, 
would  you  stay  around  because  the  President  wants  to  call.  He  and 
Mrs.  Clinton  are  very  busy,  and  you  are  coming  and  going. 
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So  to  the  best  of  your  recollection,  there  was  no  scheduled  call. 
It  was  a  weekend?  You  think  they  were  at  Camp  David.  The  phone 
rings.  Go  ahead,  you  tell  us  what  happened. 

Ms.  Wright.  I  remember  going  through  on  that  trying  to  do  a 
laundry  list,  checkoff  list  of  government  programs  that  we  had  that 
would  have  ever  encouraged  or  involved  an  SBA-related  loan  or 
private  sector  projects  that  we  were  encouraging.  I  walked  through 
a  notion  of  who  on  staff  might  have  ever  worked  with  Mr.  Hale  be- 
cause it  seemed  like  this  would  probably  have  something  to  do  with 
economic  development.  I  mean,  we  came  up  short  with  nothing. 

During  the  course  of  the  conversation,  the  entire  conversation 
wasn't  on  this,  you  know.  I  always  want  an  update  on  Chelsea  and 
an  update  on  various  things,  so  part  of  it  was  about,  it  was  a  visit. 

The  Chairman.  You  are  saying  to  us  that  you  went  through  a 
compilation  of  possible  areas  where  the  SBA  and  Mr.  Hale  may 
have  come  into  contact  with  the  administration  directly  or  indi- 
rectly or  even  in  the  private  sector  where  there  might  be  some  kind 
of 

Ms.  Wright.  Where  they  might  have  sought  a  partnership  with 
him  or  something. 

The  Chairman.  Some  kind  of  relationship  in  which  he  could 
make  some  allegations. 

Mr.  Chertoff.  Now  in  this  conversation,  as  you  are  trying  to  ru- 
minate about  what  this  might  be  related  to,  did  anybody  come  up 
with  McDougal  and  say,  geez,  I  wonder  if  this  guy  had  any  connec- 
tion with  McDougal? 

Ms.  Wright.  No,  sir. 

Mr.  Chertoff.  The  light  didn't  go  on  with  respect  to  McDougal 
in  this  conversation  either? 

Ms.  Wright.  No,  sir.  There's  no  reason  that  it  would  have. 

The  Chairman.  The  red  light  has  just  come  on  now.  In  fairness 
to  our  colleagues,  I  want  to  know  because  they  have  been  yielding 
back  time  so  we  can  continue  to  move  it,  if  at  this  time  they  would 
like  to  undertake  any  examination. 

Senator  Sarbanes.  I  think  we  will  take  a  few  minutes.  Hopefully 
we  won't  use  the  whole  time. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  There  was  no  obvious  connection  between  Mr. 
McDougal  and  Mr.  Hale  in  your  mind  viz-a-viz  President  Clinton 
or  then-Governor  Clinton? 

Ms.  Wright.  Not  at  all. 

Mr.  Ben-Veniste.  You  were  trying  to  think  whether  Mr.  Hale 
had  some  project  or  some  kind  of  dealings  with  the  State  of  Arkan- 
sas and  something  that  would  have  required  some  official  action  in 
some  way  or  another? 

Ms.  Wright.  We  were  just  trying  to  think  of  any  program  that 
we  might  have  sought  to  involve  him  in  or  that  he  might  have  ap- 
proached to  be  involved  in.  We  couldn't  think,  I  mean  we  really 
didn't  ever  deal  with  him. 

I  have  to  say  that  if  Mr.  Chertoff  remembers  that  in  some  early 
stage  in  some  early  report  there  was  an  indication  by  Mr.  Hale 
that  he  had  three  meetings,  Mr.  Chertoff  has  got  a  recollection  that 
differs  from  mine.  Mr.  Hale  has  told  a  whole  bunch  of  different  sto- 
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ries  to  different  people  at  different  times.  And  I  think  there's  a 
pretty  clear  record  of  how  unclear  those  allegations  have  been  as 
time  has  gone  by,  and  as  the  motivation  may  have  waxed  or  waned 
for  Mr.  Hale  to  embellish.  But  that  is  a  matter  which  presumably 
we'll  take  up  when  we  see  Mr.  Hale  here. 

Mr.  Ben-Veniste.  In  terms  of  your  direct  knowledge  of  Mr.  Hale, 
you  had  no  reason  to  believe,  did  you,  that  Mr.  Hale  had  any  busi- 
ness with  Mr.  Clinton? 

Ms.  WRIGHT.  No.  I  was  certain  that  he  didn't  have  any  personal 
business  with  Mr.  Clinton. 

Mr.  Ben-Veniste.  Did  you  have  any  reason  to  believe  that  Mr. 
Clinton,  in  any  way,  shape  or  forum,  encouraged,  coerced,  cajoled, 
or  otherwise  asked  Mr.  Hale  to  do  anything? 

Ms.  Wright.  No,  sir.  It  never  occurred  to  me  then,  and  I  don't 
believe  it  now. 

Mr.  Ben-Veniste.  Thank  you. 

Senator  Sarbanes.  All  right.  We  yield  back  our  time. 

Mr.  Chertoff.  Other  than  this  discussion  with  the  President 
and  First  Lady  about  David  Hale,  did  you  talk  about  David  Hale 
with  Bruce  Lindsey? 

Ms.  Wright.  It's  very  likely  that  I  did.  I  don't  recall  a  specific 
conversation.  Mr.  Chertoff,  after  his  allegations  became  more  pub- 
lic, I  hardly  passed  a  stranger  on  the  street  without  cursing  about 
what  a  sleaze  bag,  exaggerating  windbag  David  Hale  was.  So  I 
doubt  that  anybody  who  crossed  my  path,  my  phone  lines,  or  any- 
thing else  was  spared  a  diatribe  from  me  about  him. 

Mr.  Chertoff.  So  you  became  very  active  in  beating  the  drum 
of  this  issue? 

Ms.  Wright.  No,  sir,  I  didn't.  I  couldn't  believe  that  a  man  who 
had  so  little  credibility  with  us  and  in  the  State  of  Arkansas  some- 
one we  never  dealt  with,  that  basically  most  of  us  tried  to  stay 
away  from  because  he  was  kind  of  sleazy,  would  suddenly  have  na- 
tional credibility.  And  I  didn't  understand  it.  Because  I  don't  think 
that  people  from  New  York  and  other  places  are  more  gullible  than 
people  from  Arkansas,  but  something  happened. 

Mr.  Chertoff.  Now  let  me  turn  to  another  individual  whose 
name  I  think  from  time  to  time  came  up  in  your  experience  and 
for  whom  you  may  have  beaten  the  drum.  That  is  Daniel  Lasater. 
Are  you  familiar  with  Mr.  Lasater? 

Ms.  Wright.  I  am,  sir. 

Mr.  Chertoff.  Mr.  Lasater  operated  an  investment  company  in 
Arkansas  in  the  1980's  called  Lasater  &  Company? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  He  did  business  with  the  State  of  Arkansas? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  Was  he  a  social  friend  of  the  Governor's? 

Ms.  Wright.  No,  sir. 

Mr.  Chertoff.  No? 

Ms.  Wright.  No,  sir. 

Mr.  Chertoff.  Did  he  give  contributions  to  the  Governor? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  Did  he  hold  a  fundraiser  for  the  Governor? 

Ms.  Wright.  I  believe  he  did,  yes,  sir. 

Mr.  Chertoff.  Did  he  employ  the  Governor's  brother? 
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Ms.  Wright.  At  one  point  he  did.  I  think  that  might  have  been 
before  I  came  to  Arkansas.  I  don't  remember  the  year. 

Mr.  Chertoff.  Do  you  know,  or  did  you  learn  whether  he  em- 
ployed the  Governor's  brother  at  the  Governor's  request? 

Ms.  Wright.  That's,  I  have  always  heard  that  he  did.  I  wouldn't 
be  surprised. 

Mr.  Chertoff.  Just  to  be  clear,  you  always  heard  that  Daniel 
Lasater  employed  Governor  Clinton's  brother  at  the  request  of  Gov- 
ernor Clinton? 

Ms.  Wright.  I  appreciate  your  asking  for  that  clarification.  In 
the  recent  years,  swirling  about  Mr.  Lasater,  meaning  in  the  1992 
campaign  when  he  started  coming  back  up  again  in  news  stories, 
that's  when  I  recall  for  sure  that  Bill  Clinton  asked  Dan  Lasater 
if  he  might  have  a  job  for  Roger.  I  don't  know  that  for  a  fact.  But 
I  would  be  impressed  if  Mr.  Clinton  did  that  for  Roger. 

Mr.  Chertoff.  But  you  do  know  for  a  fact 

Ms.  Wright.  Roger  had  worked  for  a  brief  period  of  time  for  Mr. 
Lasater.  I  think  it  didn't  work  out  or  something. 

Mr.  Chertoff.  I  was  interested  in  the  statement  you  made  in 
connection  with  your  observations  about  Mr.  Hale.  That  you  want- 
ed to  steer  away  from  sleazy  people  in  Arkansas.  Was  that  again 
in  your  function  as  being  a  gatekeeper  for  the  Governor?  Was  that 
one  of  your  roles  to  kind  of  protect  the  Governor  from  sleazy  people 
who  might  want  to  get  close  to  him? 

Ms.  Wright.  It  wasn't  an  official  role.  I  guess  it's  a  mission  in 
my  life  to  ostracize  sleaze  bags. 

Mr.  Chertoff.  In  terms  of  the  fundraiser  that  Mr.  Lasater  held 
in  October  1984,  was  about  $50,000  raised? 

Ms.  Wright.  I  don't  remember,  Mr.  Chertoff. 

Mr.  Chertoff.  Were  you  involved  in  that  fundraiser? 

Ms.  Wright.  Other  than  in  getting  the  money  spent,  no,  sir,  de- 
posited, banked,  recorded,  reported,  and  spent,  no,  sir. 

Mr.  Chertoff.  So  you  were  the  Campaign  Manager  for  the  1984 
campaign,  right? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  You  do  remember  Mr.  Lasater  holding  a  fund- 
raiser on  October  5th? 

Ms.  Wright.  I  don't  remember  the  date,  but  I  do  remember  that 
he  held  a  fundraiser. 

Mr.  Chertoff.  In  the  latter  part  of  1984,  before  the  election? 

Ms.  Wright.  Sounds  right. 

Mr.  CHERTOFF.  In  early  January  of  the  next  year,  the  Governor 
and  the  State  police  were  discussing  the  possibility  of  a  new  com- 
munications system  for  the  State  Police.  Is  that  correct? 

Ms.  Wright.  I  am  trying  to  pin  the  dates  down.  The  discussion 
about  the  communications  for  the  State  Police  happened  simulta- 
neously with  the  murder  of  one  of  our  troopers  in  a  blind  area  of 
the  State  where  we  just  simply  had  no  communications  ability. 

Mr.  Chertoff.  Those  conversations  progressed  into  1985,  right? 

Ms.  Wright.  They  progressed  until  we  got  it  underway,  yes. 

Mr.  Chertoff.  Would  it  help  you  to  put  a  timeframe  on  this  if 
I  told  you  it  was  in  April  1985,  that  the  legislation  was  signed  to 
authorize  going  forward  with  the  system  and  funding  it  through 
the  issue  of  State  bonds?  Does  that  help?  Does  that  ring  a  bell? 
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Ms.  Wright.  I  mean,  I  know  we  passed  legislation  to  that  effect, 
yes. 

Mr.  Chertoff.  I  want  to  make  sure  we  all  understand  the  proc- 
ess. First  you  had  the  legislation,  the  laws  that  authorized  the  sys- 
tem in  issuing  the  bonds.  Then  there  was  a  process  of  deciding 
which  investment  company  would  be  hired  to  sell  the  bonds. 

The  Chairman.  Can  I  ask  for  a  point  of  clarification?  There  came 
a  point  in  time  when  the  legislature  passed  legislation  authorizing 
this  project  and  the  sale  of  the  bonds.  Is  that  correct? 

Mr.  Chertoff.  Yes. 

The  Chairman.  I'm  asking  you. 

Mr.  Chertoff.  Yes,  in  April  1985. 

The  Chairman.  When  did  that  legislation  pass  in  April  1985? 

Mr.  Chertoff.  1985. 

The  Chairman.  The  Governor  signed  it  in  April  1985? 

Mr.  Chertoff.  Yes. 

The  Chairman.  Now,  we  have  established  the  point.  It  is  not  fair 
to  have  the  witness  try  to  recall  that,  that  in  April  1985,  legislation 
did  pass  in  the  State  of  Arkansas  which  authorized  this  project  to 
go  forward. 

Mr.  Chertoff.  In  May  1985,  and  I  am  giving  you  the  date  but 
I  want  to  ask  your  recollection.  The  next  stage  in  the  process  was 
to  award  the  contract  to  the  investment  company  that  would  be 
selling  the  bonds,  right? 

Ms.  Wright.  It  wasn't  from  my  process.  You  didn't  get  the  first 
step.  You're  doing  steps.  I'll  go  back  and  fill  in  the  steps. 

Mr.  Chertoff.  Just  so  we  understand  chronologically,  it  begins 
by  passing  the  law  that  says  we  are  going  to  have  the  communica- 
tions system  and  we  are  going  to  issue  bonds  so  that  we  can  pay 
for  the  communications  system.  Then  the  next  step  is  you  have  to 
pick  the  company  that's  going  to  sell  the  bonds.  Now  whose  respon- 
sibility in  the  structure  of  government  in  Arkansas  was  it  to  make 
a  decision  about  the  selection  of  the  investment  company  that 
would  sell  the  bonds? 

Ms.  Wright.  OK,  I  want  to  go  back  and  insert  some  omissions 
from  your  statement  and  then  answer  your  question. 

The  first  step  when  we  committed  to  having  a  State  Police  Com- 
munications System  is  that  we  did  a  very  exhaustive  study  with 
the  Governor's  office,  the  State  Police,  and  the  Department  of  Fi- 
nance and  Administration,  seeking  information  about  the  type  of 
system  we  would  need  to  cover  all  the  blind  areas,  and  an  exhaus- 
tive study  of  the  various  methods  of  financing  it.  After  that,  we  de- 
termined what  kind  of  system  we  would  have  to  have  to  cover  all 
the  blind  areas  and  how  much  it  would  cost.  And  that  we  would 
seek  legislation. 

We  had  to  make  a  lot  of  choices  and  decisions  about  the  form  of 
this  legislation  since  it  was  going  to  be  funds,  and  this  was  our 
major  economic  development  session  where  we  had  a  lot  of  initia- 
tives there.  And  then  once  it  was  signed,  it  went  to  the  State  Po- 
lice. It  was  the  State  Police  Commission's  responsibility  to  select 
the  financial  investment  company  that  would  issue  the  bonds. 

Prior  to  the  awarding  of  the  contract,  I  put  together,  because  the 
State  Police  Commission  didn't  issue  bonds,  this  is  not  what  they 
did,  it  wasn't  something  that  they  were  accustomed  to  doing,  and 
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I  put  together  a  team  to  work  on  advising  them  about  setting  up 
the  request  for  proposals  from  investment  bank  firms. 

So  we  got  the  State  Purchasing  Director  in  on  it,  maybe  someone 
else  from  the  Department  of  Finance  and  Administration.  I  brought 
in  a  couple  of  lawyers  who  were  aware  of  this  to  keep  the  Director 
and  the  Commission  briefed  on  procedures.  After  that,  they  issued 
their  request  for  proposals.  And  after  that,  proposals  were  pre- 
sented to  them. 

Then  the  Commission  selected  a  firm.  Then  there  was  a  process 
of  anything  dealing  with  telecommunications  to  go  back  through  a 
legislative,  semi-legislative  committee,  a  telecommunications  study 
committee  that  would  then  sign  off  on  it. 

Mr.  Chertoff.  Briefly  then,  and  you  have  exhibited  a  very  good 
memory  for  this. 

Ms.  Wright.  I  remember  it  well.  It  was  very  important  to  me 
and  I  was  very  involved  in  it. 

Mr.  Chertoff.  That  will  be  helpful.  So  the  process  is  basically 
that  the  legislation  is  passed,  it  authorizes  the  system  and  the  way 
to  fund  the  system.  Then  there's  a  process  of  sending  out  requests 
for  bid  for  the  companies  that  want  to  sell,  and  then  the  State  Po- 
lice Commission  was  supposed  to  make  the  selection  of  the  com- 
pany that  would  be  picked  to  sell  the  bonds,  and  then  it  would  be 
approved  subsequently  through  the  legislative  language.  Is  that 
generally  speaking  accurate? 

Ms.  Wright.  The  word  "approved"  I  am  not  certain  is  accurate. 
I  am  not  certain  that  the  legislative  committee  had  an  approval  au- 
thority. I  think  it  was  advisory  authority,  sign  off  authority. 

Mr.  Chertoff.  Was  the  Governor's  office  supposed  to  be  involved 
in  the  process  of  deciding  which  of  the  investment  companies  would 
be  picked  by  the  State  Police  Commission? 

Ms.  Wright.  We  not  only  were  not  supposed  to  be,  we  refused 
to  be,  and  we  were  not. 

Mr.  Chertoff.  So  your  position  was — and  it  makes  sense — that 
the  Governor's  office,  while  it's  perfectly  appropriate  to  be  involved 
in  deciding  the  policy  question  of  the  system  and  how  to  fund  the 
system,  it  should  be  hands  off  in  terms  of  putting  a  thumb  on  the 
scales  for  the  selection  of  the  particular  bond  firm,  right? 

Ms.  WRIGHT.  Absolutely.  I  was  involved  in  the  procedures  that 
they  would  follow,  but  we  were  not  involved  in  the  selection  of  the 
firm. 

Mr.  Chertoff.  Did  you,  in  fact,  have  some  kind  of  mechanism 
to  screen  out  any  relationship  between  the  Governor's  office  and 
the  selection  process  for  the  investment  firm  to  kind  of  keep  a  wall 
so  that  there  would  be  no  potential  for  even  any  unintentional  in- 
fluence of  the  selection  process  by  the  Governor's  office?  Was  that 
part  of  the  way  you  operated  in  Arkansas  in  1985? 

Ms.  Wright.  Well,  I  mean,  we  would  put  the  wall  down.  I  don't 
want  kind  of,  I  mean,  there  was  no  gag  order  not  to  speak  to  any- 
body who  was  involved  in  the  process.  There  was  a  refusal  to  be 
involved  in  the  process. 

Mr.  Chertoff.  Ultimately,  of  course,  you  know  Lasater  &  Com- 
pany got  the  contract,  right? 

Ms.  Wright.  The  team  that  they  were  on. 
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Mr.  Chertoff.  They  were  part  of  a  group.  In  fact,  am  I  right 
that  in  January  1985,  before  the  original  legislation  was  passed, 
Mr.  Lasater  and  Governor  Clinton  had  contact  in  general  on  the 
issue  of  Lasater's  desire  to  do  more  bond  work  for  the  State  of  Ar- 
kansas? 

Ms.  Wright.  I  believe  that  I  know  that  from  documents  that 
your  staff  showed  to  me.  And  again  I'm  not  positive  of  the  date.  I 
will  accept  your  word  for  that.  But  may  I  point  out,  Mr.  Chertoff, 
that  January  was  the  beginning  of  our  economic  development  ini- 
tiatives. One  of  those  initiatives  was  the  creation  of  a  very  creative 
agency  called  the  Arkansas  Development  Finance  Authority.  This 
was  of  great  interest  to  all  investment  bank  companies  and  nearly 
all  of  them  came  to  talk  to  us. 

Mr.  Chertoff.  In  fact,  Mr.  Clinton  had  a  meeting  with  Mr. 
Lasater  and  others  in  his  group  in  January  at  the  Legacy  Hotel? 

Ms.  Wright.  They  had  a  meeting,  as  I  recall,  with  the  legisla- 
tures. And  as  they  were  talking,  the  kinds  of  things  that  can  aug- 
ment from  the  private  sector  and  augment  the  kind  of  economic  de- 
velopment initiatives  that  were  being  talked  about.  The  Governor 
went,  for  a  period  of  time,  to  that  meeting  that  they  were  hosting 
for  legislators. 

Mr.  Chertoff.  Did  that  meeting  include  a  discussion  of  the  Po- 
lice Communications  System? 

Ms.  Wright.  I  don't  recall  that.  Is  that  on  any  of  our  informa- 
tion? I  think  it  was  far  more  related  to  the  development  finance  au- 
thority vehicle. 

Mr.  Chertoff.  I  can  show  you  DKSN  27487  which  is  the  presen- 
tation to  the  State  of  Arkansas  regarding  financing  structures  and 
investment  banking  services.  It  has,  in  its  table  of  contents,  and  in 
Section  5,  a  discussion  of  Police  Communication  System  financing. 
It  was  presented  by  E.F.  Hutton  and  Lasater  &  Company.  See  if 
that  refreshes  your  memory  that  the  Police  Communications  Sys- 
tem was  on  the  agenda. 

Mr.  Cohen.  What  page  again? 

Mr.  Chertoff.  It's  27487,  the  particular  section  is  27531. 

Mr.  Cohen.  Thank  you. 

The  Chairman.  The  first  page  after  the  index,  I  believe.  Do  you 
have  it  there? 

Mr.  Chertoff.  Does  that  refresh  your  memory? 

The  Chairman.  Let's  let  her  take  a  look  at  this  first. 

Ms.  Wright.  Mr.  Chertoff,  there's  no  reason  that  this  document 
by  these  companies  would  refresh  my  memory.  This  was  not  a 
State  operation,  even  though  they  loosely  used  the  State  seal,  a 
thing  which  irritates  me  and  is  a  pet  peeve. 

It  was  well  known  that  we  were  looking  at  methods  of  financing 
a  State  Police  Communications  System.  These  companies  were  not 
the  only  ones  who  proposed  financing  them  by  bonds.  In  fact,  Mr. 
Chertoff,  it  seems  to  me  that  at  one  point  we  may  have  considered 
that  legislation  because  it  was  talking  about  bond  financing  as  part 
of  the  legislation,  but  then  later  split  them  apart. 

Mr.  Chertoff.  My  time  is  up  so  this  is  a  good  time  to  pause. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  As  I  look  at  the  table  of  contents — do  you 
have  this  in  front  of  you,  Ms.  Wright? 
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Ms.  Wright.  Yes. 

Senator  Sarbanes.  As  I  look  at  the  table  of  contents,  there  were, 
in  fact,  nine  sections  and  three  appendices.  So  a  lot  of  different 
items  were  covered  other  than  this  police  communication  financing. 
Is  that  correct? 

Ms.  Wright.  That's  correct. 

Senator  Sarbanes.  At  least  that's  what  I  make.  I  mean,  all  we 
have  here,  and  what's  been  put  before  you  is  a  table  of  contents, 
and  apparently  just  the  few  pages  that  pertain  to  Section  5  of  the 
police  communication  financing.  But  all  the  other  pages,  I'm  trying 
to  see  if  we  have  them — the  full  documents  are  not  present.  So  this 
was,  I  take  it,  a  small  part  of  a  much  larger  document.  At  least 
that's  the  inference  I  draw.  Does  that  sound  reasonable? 

Ms.  Wright.  It  does,  sir,  and  it  is  really  indicative  about  how 
much  attention  we  had  succeeded  in  getting  focused  on  new  financ- 
ing structures  for  the  economic  future  of  the  State.  And  many  of 
the  private  investment  bankers  had  stuff  like  this  going  on  where 
they  were  trying  to  make  suggestions. 

Senator  Sarbanes.  But  apparently  their  presentation  covered 
housing  financing,  correctional  facilities  financing,  patrol  car  fi- 
nancing, health  care  financing,  State  assistance  for  water  and 
sewer  financing,  along  with  I  guess  a  description  of  the  Hutton 
group  and  the  marketing  and  distribution  strength  of  the  Hutton 
group  and  so  forth  and  so  on. 

I  yield  to  Mr.  Ben-Veniste,  ah,  Mr.  Cole. 

Mr.  Cole.  Good  afternoon,  Ms.  Wright. 

You  had  begun  to  describe  the  process  by  which  these  bonds  ulti- 
mately came  to  be  issued,  and  you  described  the  legislation  that 
was  enacted,  as  I  understand  it,  in  order  to  authorize  the  issuance 
of  bonds.  Then,  I  believe,  Mr.  Chertoff  asked  you  some  other  ques- 
tions. Could  you  pick  through  there  and  walk  through  the  process 
for  the  benefit  of  the  Committee  as  to  how  these  bonds  ultimately 
came  to  be  issued,  and  how  the  underwriters  were  selected? 

Ms.  Wright.  The  State  Police  Commission  went  through  a  proc- 
ess of  preparing  a  request  for  proposals.  They  issued  that,  I  forget 
exactly  how  all  they  did  it,  but  they  narrowed  it  down.  They  had 
presentations  and  proposals  and  the  State  Police  Commission  made 
the  selection  of  the  investment  banking  group. 

Mr.  Cole.  So  there  was  a  general  solicitation  of  requests  for  pro- 
posals, I  think  they  are  called  RFP's,  generally  in  the  business,  and 
any  securities  firm  that  wanted  to  participate  was  free  to  submit 
a  proposal  to  the  State  Police  Commission? 

Ms.  Wright.  Yes.  Quite  a  few  did. 

Mr.  Cole.  Then  the  selection  process  was  one  that  was  under- 
taken by  the  State  Police  Commission,  separate  and  apart  from  the 
Governor's  office? 

Ms.  Wright.  Totally. 

Mr.  Cole.  Did  the  Governor's  office  play  any  role  in  that  process? 

Ms.  Wright.  No,  sir. 

Mr.  Cole.  Now,  in  terms  of  the  underwriters  that  were  actually 
selected  for  this  particular  offering,  do  you  recall  the  names  of  the 
firms  that  were  a  part  of  the  team  that  included  Lasater  &  Com- 
pany? 
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Ms.  Wright.  Hutton,  Lasater  and  Raney,  I  remember,  because  of 
all  the  contemporaneous  discussion  about  it,  the  current  discussion 
about  it. 

Mr.  Cole.  And  E.F.  Hutton  was  a  national  securities  firm  at  that 
time  that  would  have  been  the  lead  underwriter  on  this  offering? 

Ms.  Wright.  That's  correct.  E.F.  Hutton  was,  as  the  lead  under- 
writer, the  name  that  I  knew  the  proposal  submission  from,  rather 
than  Lasater. 

Mr.  Cole.  In  addition  to  Lasater  &  Company,  there  was  another 
Little  Rock  securities  firm  that  was  a  part  of  this  team.  Correct? 

Ms.  Wright.  Yes,  the  Raney  firm. 

Mr.  Cole.  T.J.  Raney  &  Sons.  So  Lasater  was  just  one  of  three 
firms  that  was  responsible  for  distributing  these  securities  to  the 
State? 

Ms.  Wright.  That's  correct. 

Mr.  Cole.  In  fact,  Lasater  &  Company  was  not  even  the  lead 
firm.  The  national  Hutton  firm  was  the  lead  underwriter? 

Ms.  Wright.  That's  correct. 

Mr.  Cole.  Do  you  know  a  gentleman  named  Johnny  Mitchum? 

Ms.  WRIGHT.  Yes,  sir.  He  was  a  member  of  the  State  Police  Com- 
mission. 

Mr.  COLE.  And  as  a  member  of  the  State  Police  Commission,  did 
he  participate  in  the  selection  of  the  underwriters  for  this  bond  of- 
fering? 

Ms.  Wright.  He  should  have. 

Mr.  Cole.  Mr.  Mitchum  has  given  a  deposition  to  the  Committee 
and  if  I  could  refer  to  page  133  of  his  deposition  on  February  9, 
1996,  I  want  to  read  something  and  see  if  your  recollection  differs 
from  what  Mr.  Mitchum  described. 

Question:  You  testified  earlier  that  representatives  of  the  Governor's  office  at- 
tended Commission  meetings  and  also  meetings  of  the  subcommittee  that  looked 
into  police  radio  financing.  I  believe  you  also  testified  "they  were  just  there,  pri- 
marily just  listened."  Is  that  an  accurate  statement  of  your  recollection  of  your  par- 
ticipation? 

Answer:  Yes,  I  never  recalled  anyone  from  the  Governor's  office  taking  an  active 
role  in  that  process. 

Question:  They  didn't  try  to  direct  the  Commission  to  select  a  particular  under- 
writer? 

Answer:  No. 

Question:  Or  not  to  select  a  particular  underwriter? 

Answer:  Never. 

Question:  Or  to  structure  the  deal  in  any  way? 

Answer:  No. 

Question:  They  just  observed? 

Answer:  Correct. 

Now  from  your  knowledge,  did  participants  from  the  Governor's 
office  observe  the  selection  process? 

Ms.  Wright.  Yes,  but  not  per  se,  Mr.  Cole.  The  Criminal  Justice 
Liaison  from  the  Governor's  office  attended  all  State  Police  Com- 
mission meetings. 

Mr.  Cole.  I  take  it  that  you  or  no  one  on  your  staff  ever  tried 
to  influence  the  members  of  this  Commission  to  select  a  particular 
underwriter.  Is  that  correct? 

Ms.  Wright.  Absolutely  not. 

Mr.  Cole.  In  fact,  Mr.  Mitchum  testified  a  couple  of  pages  ear- 
lier, on  page  131,  he  is  asked: 
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Question:  Turning  to  the  period  when  you  were  considering  various  underwriters 
for  the  issuance  of  the  State  Police  bonds,  I  would  just  like  the  record  to  be  clear. 
Other  than  the  underwriters  themselves,  did  anyone  try  to  influence  you  to  select 
a  particular  underwriter? 

Answer:  No. 

Question:  Did  anyone  try  to  influence  you  not  to  select  a  particular  underwriter? 

Answer:  No. 

Question:  What  would  you  have  done  if  someone  had  made  such  an  effort? 

Answer:  I  was  in  the  CPA  business  for  13  years,  and  ethics  was  a  cornerstone  of 
my  existence.  I  would  have  to  weigh  the  ethical  considerations  of  such  an  approach. 
If  I  deemed  it  inappropriate,  then  I  would  have  responded  accordingly. 

So  I  think  that  we  have  a  clear  record  on  that. 

Did  there  come  a  time  after  the  offering  process  proceeded  to  the 
point  that  the  Raney/Hutton/Lasater  group  had  been  selected  that 
there  were  complaints  from  other  firms  about  the  selection  of  the 
Raney/Hutton/Lasater  group? 

Ms.  Wright.  Yes,  there  did.  But  if  I  could  back  up  and  add  to 
what  you  just  relayed  from  Mr.  Mitchum's  testimony,  if  we  had 
been  trying  to  influence  the  votes,  it  probably,  the  only  votes  in  op- 
position from  the  Commission  to  that  team  were  our  appointees. 
That  the  majority  of  the  votes  for  that  team  were  the  Republican 
predecessor's  appointees.  So  you  know,  if  we  were  trying  to  deliver 
votes,  I  think  we  would  have  done  a  better  job  of  our  own  folks. 
The  notion  of  complaints,  oh,  there  was  a  lot  of  paranoia  about  this 
all  the  way  through  the  process. 

Investment  bank  companies  are  fairly  cut  throat  in  the  way  they 
deal  with  each  other,  talk  about  each  other,  spread  rumors  about 
each  other,  send  up  red  flags  about  each  other,  tell  on  each  other. 
And  I  was  constantly  being  fed  scuttlebutt  or  things  that  weren't 
fair,  et  cetera.  So  there  were  complaints  and  I  was  just  staying 
grounded  with  if  the  Commission's  staying  with  its  process,  here's 
an  allegation  I  have  been  given.  Make  sure  it's  within  the  process. 
So  that,  you  know,  I  took  it  all  very  personally  that  this  was  going 
to  be  a  clean,  clean,  above  reproach  award. 

Mr.  Cole.  And  so  you  had  personal  involvement  throughout  this 
process? 

Ms.  Wright.  In  deflecting  away  from  our  office  any  attempt  to 
get  us  involved  and  in  preserving  and  protecting  the  process  that 
the  Commission  had  established. 

There  probably  were  things  that,  either  based  on  hearsay  or  in- 
formation or  even  my  own  concerns,  I  asked  the  Commission 
through  the  Director  or  their  attorneys  or  the  State  purchasing  di- 
rectors to  consider. 

I  know  that  I  was  concerned  about  what  the  public  relations  im- 
pact of  an  E.F.  Hutton  association  with  the  State  Police  would  be 
because  E.F.  Hutton  had  recently  had  some  legal  problems  as  a 
firm.  I  didn't  tell  them  what  the  answer  to  that  was.  I  asked  that 
to  be  considered  and  looked  at.  But  certainly  after  the  Commission 
made  its  selection  of  the  Raney/Hutton/Lasater  team,  then  there 
were  complaints,  and  there  was  an  attempt  by  some  of  the  losing 
competitors  to  change  the  process,  revoke  the  legislation,  et  cetera. 

Mr.  Cole.  So  in  essence  then,  was  the  selection  of  the  Raney/ 
Hutton/Lasater  group  reviewed  a  second  time  by  a  board  of  the 
State  Legislature? 

Ms.  Wright.  Reviewed  is  I  think  the  proper  word,  not  approved. 
Initially  it  would  go  to  the  Telecommunications  Study  Commission. 
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It  did  go  there.  Now  the  Governor's  office  had  a  member  on  that 
committee  under  Arkansas  statute.  The  chairman  of  that  commis- 
sion ultimately  I  think  his  public  statement  was  that  he  really 
didn't  understand  all  the  bond  stuff,  that  it  was  too  confusing  to 
him,  and  so  he  wanted  the  interim  decision  body  for  the  legislature 
to  hear  it.  So  it  went  to  the  legislative  council  then. 

Mr.  Cole.  The  council  reviewed  it  and  didn't  take  any  action? 

Ms.  Wright.  And  gave  its  favorable  advice. 

Mr.  Cole.  We  started  with  this  because  Mr.  Chertoff  asked  you 
some  questions  about  the  particular  financing  of  this  State  Police 
radio  network.  It  might  be  helpful  to  back  up  for  a  minute  and  talk 
generally  in  the  time  that  I  have  remaining  about  the  selection  of 
underwriters  for  State  bond  business.  Was  there  a  policy  in  the 
Clinton  administration,  beginning  with  his  reelection  in  1982,  to 
open  up  the  bidding  process  to  more  firms  in  the  State? 

Ms.  Wright.  There  most  certainly  was.  During  the  years,  during 
the  2  years  that  Governor  White  had  been  the  Governor,  the  Hous- 
ing Development  Authority's  bonds  had  gone  into  a  monopolistic 
shape  to  the  same  people. 

We  got  lots  of  complaints  from  other  investment  bankers  that 
Governor  Clinton  made  the  commitment  that  if  he  were  reelected, 
there  would  be  an  open  process  and  it  would  be  highly  competitive 
and  there  would  be  no  more  monopolistic  bond  awards  within  the 
State.  I  think  we  went  in  a  short  period  of  time  from  maybe  3  or 
4  firms  to  40  some  odd  firms  receiving  State  bond  business. 

Mr.  Cole.  When  you  refer  to  a  monopolistic  situation,  if  I  under- 
stand you  correctly,  you  mean  that  1  or  2  or  3  firms  received  the 
lion's  share? 

Ms.  Wright.  All  of  it. 

Mr.  COLE.  All  of  the  bond  business. 

Ms.  Wright.  A  national  underwriter  and  a  local  firm  got  nearly 
all  of  it. 

Mr.  Cole.  The  same  firms  kept  getting  the  business  over  and 
over  again? 

Ms.  Wright.  That's  correct. 

Mr.  Cole.  Did  that  change  during  the  Clinton  administration? 

Ms.  Wright.  Totally. 

Mr.  Cole.  Was  Lasater  &  Company  one  of  the  local  firms  that, 
in  the  Clinton  administration,  began  to  get  bond  business  from  the 
State? 

Ms.  Wright.  Yes.  It  was  one  of  many,  yes. 

Mr.  Cole.  Do  you  know  whether  Lasater  &  Company  ever  con- 
tacted the  Governor's  office  to  indicate  that  they  would  like  to  have 
more  bond  business? 

Ms.  Wright.  Almost  all  of  the  firms  contacted  us  complaining 
that  they  weren't  getting  enough  bond  business. 

Mr.  Cole.  When  your  office  received  those  kinds  of  complaints, 
what  would  you  do? 

Ms.  Wright.  Of  course  these  had  to  do  with  the  Housing  Devel- 
opment Authority  first,  and  then  the  Arkansas  Development  Fi- 
nance Authority,  its  successor  agency.  And  I  would  ask  the  person 
on  the  Governor's  staff  in  charge  of  economic  development  and 
working  liaison  with  those  agencies  to  make  certain  that  they  were 
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being  treated  fairly,  that  they  were  being  included,  and  that  we 
weren't  sliding  them.  There  wasn't  anything  else  to  do. 

Mr.  Cole.  So  you  would  refer  to  a  staff  member  and  instruct 
them  to  assure  that  the  process  that  had  been  set  up  was  being  fol- 
lowed appropriately? 

Ms.  Wright.  That  the  policy  was,  yes. 

Mr.  Cole.  Do  you  know  whether  Lasater  &  Company  was  ever 
selected  or  named  as  the  lead  underwriter  on  any  of  the  offerings 
by  the  State  of  Arkansas? 

Ms.  Wright.  I  don't  recall  that  they  were. 

Mr.  Cole.  In  fact,  are  you  familiar  in  securities  offerings,  there 
are  tiers  of  brokers  that  get  the  business  and  the  lead  underwriter 
will  be  listed  at  the  top,  and  then  there  is  a  second  tier  and  often 
a  third  tier.  Do  you  know  which  tier  Lasater  &  Company  usually 
was  found  in  terms  of  the  share  of  State  business  they  received? 

Ms.  Wright.  I  think  I  remember  them  telling  me  that  they  were 
usually  in  the  bottom. 

Mr.  COLE.  One  last  question,  Mr.  Chairman.  They  were  usually 
on  the  bottom  and  they  were  trying  to  move  up  to  the  second  tier? 

Ms.  Wright.  I  do  not  know  what  they  wanted.  It  was  never 
enough  but  believe  me,  this  was  not  just  Lasater.  They  are  all 
alike.  Lasater  didn't  get  any  business  because  of  money  they  con- 
tributed. All  investment  bankers  contributed,  none  of  them  got 
money  because  of  contributions  and  we  didn't  direct  bond  business. 

Now  the  State  Police  Commission  was  a  very  different  situation 
because  the  State  Police  Commission  was  not  in  the  business  of  is- 
suing bonds.  See  this  was  a  unique  event.  Getting  this  communica- 
tions system  up  and  running  and  saving  troopers'  lives  was  a  high 
priority  concern  to  the  Governor's  office. 

Mr.  Cole.  Thank  you. 

Mr.  Chertoff.  Ms.  Wright,  after  this  January  meeting  Lasater 
had  a  second  meeting  with  the  Governor.  In  February,  right? 

Ms.  Wright.  I  don't  have — if  you  tell  me  he  did. 

Mr.  Chertoff.  Let  me  show  you  this.  He  wrote  a  letter  to  the 
Governor  shortly  thereafter  on  February  15,  1985,  which  we  have, 
together  with  the  notations  you  made  on  it. 

The  Chairman.  Wait.  Counsel  is  going  to  give  it  to  her.  She  has 
it  in  front  of  her.  Go  ahead. 

Mr.  Chertoff.  What  you  should  have  before  you  are  3  pages,  a 
2-page  letter  and  a  copy  of  the  front  of  the  envelope  in  which  the 
letter 

Ms.  Wright.  I  don't  have  the  envelope. 

Mr.  Chertoff.  It's  DKSN  27572. 

Ms.  Wright.  We  have  573. 

The  Chairman.  They  will  bring  a  copy  of  the  envelope  down.  Do 
you  have  it?  OK. 

Mr.  Chertoff.  Do  you  recognize  this  letter? 

Ms.  Wright.  I  recognize  this  letter  because  it  has  been  shown  to 
me  recently. 

Mr.  Chertoff.  The  letter  begins  with  Mr.  Lasater  saying,  "Dear 
Governor,  thank  you  very  much  for  the  opportunity  to  sit  down  and 
visit  with  you  regarding  the  many  issues  facing  Arkansas."  Then 
it  goes  on  to  list  a  number  of  things  that  were  discussed. 
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Mr.  Lasater  suggests  "that  Lasater  &  Company  be  advised  of  all 
financing  proposals  effecting  the  State"  contact  person  in  Lasater 
&  Company — that  name  is  given  to  the  Governor.  Then  there's  dis- 
cussion of  an  appointment  to  the  Arkansas  Housing  Board,  and  a 
confirmation  of  our  understanding  regarding  the  appointment. 
There's  a  suggestion  that  a  representative  of  the  staff  attend  a  par- 
ticular study  meeting.  Mr.  Lasater  goes  on  to  say  that  "we  would 
recommend  competitive  proposals  be  required  on  the  up-coming  fi- 
nancing to  permit  Hutton  to  submit  a  proposal."  And  he  goes,  "It 
is  important  for  us  to  know  that  because  we  have  made  commit- 
ments to  Hutton  and  unless  competitive  proposals  are  accepted,  it 
would  leave  us,  Lasater  &  Company,  in  an  untenable  position." 

On  page  2,  Mr.  Lasater  goes  on  to  offer  the  Governor  the  services 
of  "Dan  Moody,  who  is  very  familiar  with  State  government  and 
who  serves  on  the  Constitutional  Convention,  is  a  lobbyist  and  he 
is  available  on  strategy."  Mr.  Lasater  then  says,  "In  addition,  we 
would  be  more  comfortable  if  you  would  take  the  opportunity  or 
ask  someone  on  your  staff  to  take  the  opportunity  to  appraise  me 
or  my  staff  of  any  actions  by  you  or  your  staff  prior  to  any  public 
announcements,  so  that  we  will  not  be  surprised  or  in  some  in- 
stances embarrassed  because  of  the  announcement." 

And  he  goes  on  to  say,  "Finally,  I  believe  it  would  serve  us  both 
well  to  have  regular  monthly  meetings  between  the  two  of  us  to 
discuss  the  effects  of  the  economy  on  Arkansas."  Now,  you  saw  this 
letter  when  it  came  in  in  1985? 

The  Chairman.  Because  I  think  it's  important,  I  want  you  to  fin- 
ish the  rest. 

Mr.  Chertoff.  I  will  read  the  last  three  paragraphs: 

In  addition,  we  would  be  more  comfortable  if  you  would  take  the  opportunity  or 
ask  someone  on  your  staff  to  take  the  opportunity  to  appraise  me  or  my  staff  of  any 
actions  by  your  or  your  staff  prior  to  any  public  announcements,  so  that  we  will  not 
be  surprised  or  in  some  instances  embarrassed  because  of  the  announcement. 

Finally,  I  believe  it  would  serve  us  both  well  to  have  regular  monthly  meetings 
between  the  two  of  us  to  discuss  the  effects  of  the  economy  on  Arkansas.  Bill,  I  do 
not  ask  for  this  to  have  undue  influence  or  to  try  to  apply  undue  pressure  to  you 
or  your  administration,  but  because  of  my  background  in  business,  I  believe  that 
I  can  make  a  positive  contribution  to  you  in  your  efforts  to  promote  a  better  climate 
in  the  State  of  Arkansas. 

Again,  thank  you  for  the  opportunity  to  sit  down  and  discuss  with  you  these 
points  and  I  hope  you  will  act  favorably  on  my  suggestion  for  a  regular  meeting. 

Now,  you  wrote  a  reaction  to  this  in  which  I  think  you  said  it 
was  outrageous,  didn't  you? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  And  it  is  outrageous,  isn't  it? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  What  did  Mr.  Clinton  write?  What  was  his  reac- 
tion, in  his  own  handwriting  on  the  envelope? 

Ms.  Wright.  He  said,  "not  the  time  to  go  this  far,"  which  is,  if 
you  know  Mr.  Clinton,  his  very  gentle  way  of  saying  no.  He  is  a 
far  more  diplomatic  person  than  I. 

Mr.  Chertoff.  This  note,  "not  the  time  to  go  this  far."  This 
wasn't  a  response  he  wrote  to  Mr.  Lasater.  This  was  his  note  to 
you  right?  When  he  scribbled  the  note,  "not  the  time  to  go  this  far," 
he  wasn't  writing  it  to  Mr.  Lasater  with  whom  he  had  to  be  diplo- 
matic. He  was  writing  it  to  you. 
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Ms.  Wright.  I  don't  know  for  certain  the  sequence  of  this  but  my 
guess  is,  I'm  guessing  different  from  what  you  did,  and  it's  only  a 
guess,  Mr.  Chertoff,  is  that  the  Governor  read  this  letter  first.  It 
then  came  to  us.  Maurice  made  his  comment,  I  made  my  comment, 
and  I  sent  it  back  into  him  to  see  our  two  comments.  He  then  said 
we  must  discuss. 

Mr.  Chertoff.  His  reaction  was  "not  the  time  to  go  this  far." 
And  he  said,  "we  must  discuss."  So  what  was  his  discussion  about 
this  outrageous  letter? 

Ms.  Wright.  I  don't  remember,  Mr.  Chertoff.  What  I  think  of 
when  I  wrote  these  things,  like  this  is  outrageous,  this  is  stupid, 
he  got  scared  so  he  said,  we  must  discuss  to  assure  that  my  tone 
was  properly  respectful  of  the  citizen. 

Mr.  Chertoff.  Did  Mr.  Clinton  tell  you  this  was  an  outrageous 
letter  and  that  Mr.  Lasater  was  kind  of  a  loose  cannon  who  should 
be  watched? 

Ms.  Wright.  I  think  we  were  all  aware  that  this  man  had  a  very 
heady  trip  going  because  he'd  had  a  visit  with  the  Governor.  And 
the  Governor  certainly  understood  that  this  was  not  appropriate. 
The  Governor  was  probably  more  concerned  that  I  not  be  rude  to 
Mr.  Lasater  and  to  assure  himself  that  my  tone  of  rejection  was 
proper,  and  that  we  work  it  through  the  agency,  as  we  did.  We  no- 
tified them  and  set  up  a  procedure. 

Mr.  CHERTOFF.  During  this  period  of  time,  was  Sam  Bratton  the 
staffer  in  the  Office  of  the  Governor  who  was  actually  working  on 
writing  the  legislation  that  would  start  this  Police  Commission 
bond  issue  going? 

Ms.  Wright.  We  didn't  write  much  legislation  out  of  our  office. 
We  didn't  have  enough  staff  to  do  that. 

Mr.  Chertoff.  He  was  supervising  the  person  who  was  dealing 
with  the  legislation? 

Ms.  Wright.  He  was  responsible  for  making  certain  that  our  leg- 
islative package  was  prepared  and  in  good  form  and  ready. 

Mr.  CHERTOFF.  Therefore  in  terms  of  your  legislative  package  on 
this  police  financing  bill,  he  was  the  person  who  had  the  respon- 
sibility for  being  the  contact  point  at  the  Governor's  office,  right? 

Ms.  Wright.  Very  likely,  in  terms  of  reviewing  whatever  work 
we  got  done  on  it. 

Mr.  Chertoff.  And  who  actually  did  the  work  of  writing  the  leg- 
islation? 

Ms.  Wright.  As  I  said  earlier,  Mr.  Chertoff,  I  think  that  we  ini- 
tially envisioned  the  State  Police  financing  being  a  part  of  the  leg- 
islation establishing  ADFA.  We  then  broke  it  off.  As  I  recall,  the 
same  firm  that  we  used  to  write  the  ADFA  legislation  wrote  the 
State  Police  legislation. 

Mr.  Chertoff.  That  was  Mitchell  Williams? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  Wasn't  that  Dan  Lasater's  firm? 

Ms.  Wright.  I  don't  have  any  idea.  They  were  a  firm  that  we 
used  to  write  legislation  regarding  bonding  a  lot. 

Mr.  Chertoff.  Do  you  know  whether  Mr.  Lasater  retained  them 
to  work  on  his  behalf  in  terms  of  this  bill? 

Ms.  Wright.  I  have  not  a  clue. 
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Mr.  Chertoff.  Do  you  remember  them  saying  to  you,  we  had 
better  not  be  involved  in  this  because  we  actually  represent  one  of 
the  bidders? 

Ms.  Wright.  They  said  that  to  me? 

Mr.  Chertoff.  I'm  asking  you  did  they  say  that  to  you? 

Ms.  Wright.  There  were  no  bids.  We  were  establishing  legisla- 
tion. The  Mitchell  firm  wrote  our  ADFA  legislation,  Mr.  Chertoff. 
This  was  a  spinoff  piece  of  separate  legislation.  The  Mitchell  firm 
obviously  was  going  to  continue  doing  this.  I  know  nothing  about 
the  Mitchell  firm's  relationship  with  Mr.  Lasater,  nothing.  I'm  not 
in  the  business  of  keeping  track  of  who  has  what  law  firm. 

Mr.  Chertoff.  So  you  don't  see  any  problem 

The  Chairman.  Wait  a  minute.  Why  don't  you  ask — if  this  par- 
ticular law  firm  drew  up  not  only  the  overall  legislation,  but  this 
particular  legislation  dealing  with  the  State  Police  that  authorized 
going  forward  with  this  bonding.  The  question  was  also  asked  if 
Ms.  Wright  was  aware  if  Mr.  Lasater's  firm  was  represented.  Is 
Ms.  Wright  aware  of  that?  I  think  that's  the  way  you  ought  to  put 
the  question.  Let's  rephrase  that. 

Mr.  Chertoff.  The  Mitchell  Williams  firm  wrote  the  legislation 
for  the  State  on  this  State  Police  radio  financing  bill,  correct? 

Ms.  WRIGHT.  I  think  that  is  correct. 

Mr.  Chertoff.  Whether  or  not,  now  did  you  know  that  they  had 
been  hired  to  work  on  this  particular  matter  by  Dan  Lasater? 

Ms.  Wright.  I  did  not. 

Mr.  Chertoff.  That  I  take  it  was  not  disclosed  to  you? 

Ms.  Wright.  I  don't  even  know  that  now,  Mr.  Chertoff. 

Mr.  Chertoff.  We'll  have  the  witnesses  on  that  later. 

Let  me  ask  you  this.  Had  you  known  about  it,  would  you  have 
seen  a  big  problem  with  having  the  lawyers  for  one  of  the  bidders 
writing  the  legislation? 

Ms.  Wright.  It  depends  on  what  the  nature  of  the  representation 
the  firm  was  doing  for  Mr.  Lasater.  I  don't  know. 

Mr.  Chertoff.  They  were  working  on  this  bill  for  Mr.  Lasater. 
Do  you  see  a  problem  with  that? 

The  Chairman.  Let's  understand  so  that  the  record  is  clear.  You 
were  not  aware  of  that,  and  you're  saying  you  don't  know  that  to 
be  the  case  even  today?  You  were  not  aware  that  this  firm  was 
working  for  Mr.  Lasater  while  it  may  have  been  doing  work  for  the 
State  agency.  You  were  not  aware  of  that.  You  knew  they  were 
doing  work. 

Ms.  Wright.  No,  sir,  I'm  not  aware  of  that.  But  frequently  firms 
hire  law  firms  to  draft  up  legislation  they  want  to  suggest  to  var- 
ious people  who  introduce  it  or  consider  it,  and  I  don't  think  there's 
anything  wrong  with  that.  I  think  you  get  a  lot  of  helpful  stuff  that 
way.  So  I  guess,  you  know,  I'm  foggy  on  the  problem,  I'm  foggy  on 
the  time,  I'm  foggy  on  the  relationship. 

The  Chairman.  There  might  be  a  very  real  problem  in  the  event 
that  they  were  working  on  the  proposal  for  Mr.  Lasater  to  help  the 
State,  suggesting  how  the  State  should  draft  legislation,  and  then 
were  drafting  legislation  for  the  State.  But  again  we  are  establish- 
ing that  you  were  not  aware  of  this  at  that  time.  It's  not  a  trick. 
So  that  can't  be  your  problem.  It's  not  your  fault  if  you  weren't 
aware  of  it. 
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Ms.  Wright.  All  I  know  is  that  the  work  that  the  Mitchell  firm 
did  at  our  request  in  working  with  us  was  on  our  legislation  that 
was  part  of  the  Governor's  package  on  the  Governor's  Initiatives, 
and  it  had  nothing  to  do  with  whatever  else  they  were  doing  for 
Dan  Lasater.  That's  all  I  know. 

The  Chairman.  So  you  were  not  aware  that  they  may  have  been 
working  for  Mr.  Lasater,  in  conjunction  with  this,  is  that  correct? 

Ms.  Wright.  I  am  not.  I  do  know  that  they  produced  our  docu- 
ment. 

Mr.  Chertoff.  Let  me  make  sure  we  are  clear  on  this.  It  is  your 
testimony  that  the  Governor's  office  selected  the  Mitchell  firm  to 
work  on  this  piece  of  legislation? 

Ms.  Wright.  That  is  my  recollection  because,  in  my  head,  which 
is  very  faulty  at  times,  Mr.  Chertoff,  the  Mitchell  firm  was  helping 
us  design  the  legislation  for  the  Economic  Development  Agency, 
and  that  we  first  envisioned  this  as  a  part  of  that. 

Mr.  Chertoff.  This  is  a  very  simple,  straightforward  answer. 
With  respect  to  this  bill,  your  understanding  is  that  it  was  the  Gov- 
ernor's office  that  selected  the  lawyers,  yes? 

Ms.  Wright.  Mr.  Chertoff,  I  just  answered  that  question  and 
why  I  seem  to  recall  that  that  was  the  case. 

Mr.  Chertoff.  Let  me  read  from  the  testimony  of  Mr.  Michael 
Drake,  who  was  the  Senior  Vice  President  at  Lasater  &  Company 
at  the  time,  at  page  88. 

The  Chairman.  Can  we  get  a  copy  of  this  to  counsel? 

Mr.  Chertoff.  This  is  Mr.  Drake's  deposition. 

The  Chairman.  On  page  88  of  Mr.  Drake's  testimony.  I  think  we 
want  to  get  a  copy  to  counsel  and  to  Ms.  Wright.  We  are  going  to 
try  and  make  a  couple  of  copies  of  this. 

How  are  you  doing,  Ms.  Wright? 

Ms.  Wright.  I'm  tired  and  I'm  bored,  but  there  isn't  anything 
you  can  do  about  that. 

The  Chairman.  We  are  going  to  try  and  get  through  this.  We  can 
take  a  5-minute  break  if  you  want. 

Ms.  Wright.  I'm  OK  right  now. 

The  Chairman.  All  right,  we  are  going  to  get  this  down  to  you. 
This  is  the  testimony  of  who,  Mr.  Chertoff? 

Mr.  Chertoff.  This  is  the  testimony  of  Michael  Drake. 

The  Chairman.  Who  is  Michael  Drake? 

Mr.  Chertoff.  At  the  time,  he  was  the  Senior  Vice  President  of 
Lasater  &  Company  . 

The  Chairman.  What  line? 

Mr.  Chertoff.  We'll  start  at  page  87. 

The  Chairman.  Let's  make  sure  we  are  all  there.  Counsel,  are 
we  all  there?  OK. 

Mr.  Chertoff.  Line  13,  he  is  referring  to  Dan  Lasater: 

Answer:  So,  I  took  it  to  Dan,  and  said  Dan,  this  is  what  we  want  to  do.  He  said 
proceed.  Just  let  me  know  how  I  can  help  you. 

Question:  How  did  you  present  it  to  them?  Did  you  discuss  with  them  how  they 
mentioned  that  they  knew  that  Lasater  and  Dabbs  Sullivan  had  helped  the  Gov- 
ernor? 

Answer:  Yes. 

Question:  Could  you  explain  to  me,  in  your  words,  how  you  relayed  that  to  him 
and  how  you  characterized  it?  What  did  Mr.  Synder 

Answer:  I  said  as  well  as  I  can  remember — it  was  a  long  time  ago — a  T.J.  Raney 
has  come  to  us,  because  of  your  relationship  with  Bill  [that's  Bill  Clinton],  to  try 
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to  get  this  legislation  passed  that  will  enable  us  to  take  a  proposal  to  the  State  Po- 
lice Commissioner  to  sell  these  securities  and  help  them  acquire  this  new  commu- 
nications system,  this  hotshot  thing  Motorola  has  come  up  with. 

He  said,  fine,  what  are  the  steps?  I  said  the  steps  are,  (A)  we  had  to  find  a  law 
firm  to  draft  the  legislation;  (B)  we  had  to  work  with  the  staff,  with  the  Governor's 
office  to  explain  why  we  are  doing  this,  what  we  hope  to  accomplish;  and  (C)  we 
have  to  go  to  the  State  Police  and  explain  to  them  what  we  are  trying  to  do.  He 
said  no  problem,  go  do  it. 

We  chose  the  Mitchell  law  firm  in  Little  Rock  to  draft  the  legislation  for  us.  I 
don't  remember  now  who  we  got  to  introduce  it.  It  might  have  been  that  the  Gov- 
ernor introduced  it  in  his  package.  I  don't  remember. 

We  met  with — over  a  period  of  several  months,  we  met  with  Colonel  Goodwin  of 
the  State  Police,  and  that  subordinate  whose  name  I  don't  remember  who  was  a 
major  at  the  time,  and  who  was  given  direct  responsibility  for  the  project  at  the 
staff  level. 

Then  it  goes  on  to  discuss  further  developments. 

Now  the  relevant  part  for  the  question  I'm  asking  you  is,  Mr. 
Drake's  testimony  under  oath  that  he  and  his  group  chose  the 
Mitchell  law  firm  to  draft  the  legislation  for  them.  Does  that 
change  your  recollection  or  do  you  believe  that  perhaps  the  Mitch- 
ell firm  was  working  for  both  the  Governor's  staff  and  one  of  the 
bidders? 

Ms.  Wright.  I  don't  have  a  recollection  of  that.  I  have  a  recollec- 
tion of  the  Mitchell  firm  working  the  legislation  for  us.  It  was  our 
package,  it  was  our  initiative.  I  don't  care  what  Michael  Drake 
thinks  about  them  picking  it  up,  and  I  don't  know,  I  didn't  know 
and  I  don't  know  that  there  may  have  been  a  convergence.  I  still 
don't  know  enough  facts,  Mr.  Chertoff. 

Mr.  Chertoff.  There  may  have  been  a  convergence  of  interests, 
you  were  about  to  say? 

Ms.  Wright.  Of  involvements. 

Mr.  Chertoff.  A  convergence  of  involvements. 

Ms.  Wright.  Yes.  I  don't  know. 

Mr.  Chertoff.  Do  you  know  a  Mike  Gaines? 

Ms.  Wright.  I  certainly  do. 

Mr.  Chertoff.  Who  is  Mike  Gaines? 

Ms.  Wright.  He  was  the  Public  Safety  Liaison  of  the  Governor's 
staff  for  the  time. 

Mr.  Chertoff.  So  he  was  a  member  of  the  Governor's  staff? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  As  was  established  on  April  4th,  the  legislation 
which  had  been  drafted  by  the  Mitchell  firm 

The  Chairman.  What  year  was  that? 

Mr.  Chertoff.  1985. 

The  Chairman.  Let  me  just  stop  to  make  a  point  of  inquiry.  The 
little  red  light  has  gone  on.  Are  you  prepared  to  yield  now,  or  do 
you  want  us  to  keep  going,  whichever. 

Senator  Sarbanes. 

Senator  Sarbanes.  Ms.  Wright,  I  notice  in  this  deposition,  he 
says  Win  Rockefeller  was  a  member  of  the  State  Police  Commis- 
sion? 

Ms.  Wright.  That's  correct. 

Senator  Sarbanes.  Is  that  the  former  Governor  of  Arkansas? 

Ms.  Wright.  The  son  of  the  former  Governor. 

Senator  Sarbanes.  The  Republican  Governor,  this  is  his  son? 

Ms.  Wright.  Yes,  sir. 

Senator  Sarbanes.  Mr.  Ben-Veniste. 
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Mr.  Ben-Veniste.  This  again  is  fascinating  for  some  people,  I'm 
sure.  The  history  of  legislative  drafting  in  the  State  of  Arkansas 
and  how  people  went  about  doing  this  back  12  years  ago.  We  got 
all  the  way  up  to  1984  now. 

My  question  is  if  there's  to  be  some  level  of  pertinence  or  rel- 
evance to  this,  it  would  be  if  the  legislation  that  was  presented  for 
consideration  to  the  legislature,  if,  in  fact,  it  was  drafted  by  a  law 
firm  retained  by  one  of  the  companies  that  was  going  to  bid  on  it, 
whether  that  legislation  was  drafted  in  a  way  that  favored  Lasater, 
Hutton,  or  any  other  member  of  their  group. 

If  that  were  the  case,  so  that  it  was  tailored  in  a  way  that  no- 
body else  could  bid  on  it,  or  it  would  provide  a  great  advantage  to 
Lasater  or  Hutton  in  their  bidding  process,  then  I  think,  even  with 
the  thing  happening  12  years  ago,  maybe  that  would  be  interesting 
to  somebody.  Was  there  anything  in  the  way  this  legislation  got 
drafted,  so  far  as  you  knew,  that  excluded  others  and  favored 
Lasater  &  Company? 

Ms.  Wright.  No,  sir.  I  don't  think  that  the  legislation  specified 
the  procedures  by  which  proposals  would  be  taken  or  the  bonds 
would  be  awarded.  It  just  authorized  the  awarding  of  bonds.  And 
I  am,  with  all  deference  to  both  you,  Mr.  Ben-Veniste,  and  Mr. 
Chertoff,  there  is  nothing  I  am  saying  to  you  today  that  I  can 
swear  by.  It  is  distant  memory.  Distant  memory.  And  I  am  doing 
my  best  to  share  with  you  that  which  I  can  dredge  forth. 

But  the  opportunity  to  skewer  the  thing  in  favor  of  one  firm  or 
another  would  have  come  after  the  legislation  passed  and  in  devel- 
oping the  procedures.  And  I  personally  know  that  did  not  happen. 

Mr.  Ben-Veniste.  I  think  that  is  the  sole  relevant  question  to 
ask  about  this  historical  event  for  the  bidding  of  police  radios  in 
Arkansas  in  1984,  and  I  thank  you  for  providing  it. 

Mr.  Cole. 

Mr.  COLE.  Just  a  couple  of  questions  more,  Ms.  Wright,  on  Mr. 
Lasater's  contacts  with  Governor  Clinton.  Did  Mr.  Lasater  meet 
frequently  with  Governor  Clinton? 

Ms.  Wright.  No,  sir. 

Mr.  Cole.  Mr.  Chertoff  made  reference  to  a  fundraiser  that  Mr. 
Lasater  held  for  Governor  Clinton  in  1984.  Did  he  hold  any  other 
fundraisers? 

Ms.  Wright.  I  only  recall  one. 

Mr.  Cole.  Were  you  ever  present  at  a  meeting  between  Governor 
Clinton  and  Mr.  Lasater  in  the  Governor's  office? 

Ms.  Wright.  I  don't  remember. 

Mr.  Cole.  Perhaps  this  would  refresh  your  recollection.  Mr. 
Lasater  testified  that  he  recalled  a  meeting  with  the  Governor  and 
his  testimony  is: 

Mr.  Lasater.  What  I  recall  is  that  I  was  upset  because  we  were  the  second  larg- 
est capitalized  broker-dealer  in  the  city  and  we  were  not  being  treated  fairly  in  my 
opinion  in  the  amount  of  bond  business  that  we  received.  We  were  down  on  the  bot- 
tom tier  instead  of  on  a  tier  with  Stevens  and  some  of  the  other  larger  firms. 

Mr.  GrUFFRA.  Why  do  you  think  you  were  on  the  bottom  tier? 

Mr.  Lasater.  I  don't  know,  maybe  because  we  were  new.  You  know,  I  don't  know, 
but  I  wasn't  happy  about  that.  I  felt  we  were  entitled  to  be  a  larger  participant. 

Mr.  GlUFFRA.  What  do  you  recall  Governor  Clinton  saying  in  response  to  your  re- 
quest? 

Mr.  Lasater.  All  that  I  recall  is  he  was  noncommittal  and  would  have  to,  you 
know,  present  our  case  to  his  staff,  whoever  was  in  charge  of  that. 
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Mr.  GlUFFRA.  And  approximately  how  long  was  this  meeting? 
Mr.  Lasater.  Ten  minutes. 

Mr.  GlUFFRA.  Did  there  come  a  time  when  you  improved  your  position  in  terms 
of  bond  underwriting? 
Mr.  Lasater.  No. 

Mr.  GnjFFRA.  So  you  remained  at  the  bottom  tier? 
Mr.  Lasater.  Right. 

Do  you  recall,  Ms.  Wright,  anything  about  that  meeting? 

Ms.  Wright.  Was  I  there? 

Mr.  Cole.  Mr.  Lasater  did  not  recall  your  being  there  one  way 
or  another. 

Ms.  Wright.  I  don't  recall  being  there. 

Mr.  Cole.  But  I  take  it  that  Mr.  Lasater's  recollection,  as  far  as 
whether  or  not  his  firm  ever  improved  its  position  in  terms  of  the 
share  of  State  underwriting  business  that  it  received  as  a  result  of 
meetings  with  the  Governor  is  consistent  with  your  recollection 
that  that  didn't  happen? 

Ms.  Wright.  I  know  there  was  no  relationship  between  any  busi- 
ness that  he  got  and  anything  he  asked  of  us. 

Mr.  Cole.  To  your  knowledge,  the  Governor's  office  never  inter- 
vened or  took  any  action,  either  Governor  Clinton  personally  or  one 
of  his  staff,  to  try  to  influence  the  selection  process  to  benefit  the 
Lasater  &  Company? 

Ms.  Wright.  Not  to  benefit  a  specific  company.  We  would  try  to 
make  certain  that  there  was  an  open  process,  that  there  was  a  lot 
of  communication  outward  to  the  investment  bankers.  The  invest- 
ment bankers  could  find  all  kinds  of  things  to  complain  about. 

Mr.  Cole.  And  your  purpose  was  to  expand  the  number  of  firms 
that  received  a  share  of  the  State's  bond  underwriting  business? 

Ms.  Wright.  The  purpose  was  to  have  competitive  bids  that  were 
genuinely  and  truly  competitive  so  that  you  could  get  not  only  good 
deals  for  the  State,  but  you  could  also  spread  the  business  around 
and  you  could  get  some  creative  thinking  going.  All  of  that  was  ac- 
complished. 

Mr.  Cole.  I  take  it  there  were  some  securities  firms  in  Little 
Rock  or  in  Arkansas  at  that  time  that  were  not  political  supporters 
of  Governor  Clinton? 

Ms.  Wright.  Yes,  sir. 

Mr.  Cole.  Did  some  of  those  firms  receive  State  bond  contracts 
during  the  Clinton  administration? 

Ms.  Wright.  Absolutely.  The  awarding  of  State  bond  contracts 
had  nothing  to  do  with  being  a  supporter  of  Governor  Clinton's.  Al- 
most all  were  supporters  or  at  least  contributors.  I'm  rather  cynical 
about  the  kinds  of  ways  that  investment  bank  companies  become 
supporters. 

But  opponents,  I  mean  there  were  a  couple  of  firms  who  were 
outright  opponents.  Nothing  ever  interfered  with  their  entering 
competitive  bids  and  being  awarded  contracts. 

Mr.  Cole.  Actually  that  was  what  I  was  getting  at  because  in  my 
review  of  the  records,  and  I  won't  take  the  Committee's  time  to  put 
them  on  the  screen,  the  documents  that  we  have  received  showed 
that  the  firms  who  were  receiving  the  contracts  during  the  prior 
Frank  White  Republican  administration  continued  to  receive  bond 
underwriting  contracts  during  the  Clinton  administration. 
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The  difference  was  that  instead  of  being  two  or  three  firms,  it 
was  open  to  a  half  dozen  or  more  firms. 

Ms.  Wright.  That  is  correct.  And  those  firms  obviously  kept  hop- 
ing that  the  day  would  go  back  when  they  didn't  have  to  do  all  of 
this  competition  and  sharing,  and  they  fought  our  economic  devel- 
opment package.  They  fought  our  legislation. 

And  what  we  did  was  right  and  it  was  wonderful  for  the  State. 
It  opened  it  up  and  even  though  they  fought  that  legislation,  they 
still  benefited  from  it  when  it  went  into  effect. 

Mr.  Cole.  Thank  you. 

Mr.  BEN-VENISTE.  I  take  it  from  your  testimony,  Ms.  Wright, 
that  it  is  your  view  that  by  reason  of  the  increase  in  competition 
rather  than  this  monopolistic  or  oligarchic  concentration  of  the 
bond  business  in  one  or  two  or  three  different  firms,  as  had  been 
the  case  for  2  years  prior  to  the  administration  in  which  you 
served,  the  State  benefited,  in  your  view,  from  the  fact  that  there 
was  now  competition  which  would  mean  that  the  State  would  get 
a  better  deal  in  connection  with  the  sums  charged  by  these  invest- 
ment bankers? 

Ms.  Wright.  That's  correct. 

Mr.  Ben-Veniste.  Is  there  anything  in  terms  of  the  complaints 
that  were  raised,  and  I  take  it  in  a  competitive  environment,  you 
know,  we  have  this  in  Washington  all  the  time,  if  one  company  gets 
the  award  of  the  contract,  the  competitor  cries  that  the  process  was 
unfair  and  there  are  six  or  seven  or  eight  reasons  why  the  whole 
thing  should  go  back  to  square  one.  Then  when  that  company  gets 
the  next  contract,  their  competitor  cries  foul,  and  the  same  thing 
happens  again. 

I  trust  on  a  somewhat  smaller  scale,  the  experience  in  Arkansas 
was  the  same.  But  in  terms  of  the  criticisms  that  were  leveled,  was 
there  a  criticism  that  the  State  was  paying  more  than  it  should 
have  as  a  result  of  this  legislation  or  the  increased  competitiveness 
in  the  marketplace? 

Ms.  Wright.  Not  at  all. 

Mr.  Ben-Veniste.  We  will  cede  back  our  time  and  hope  we  can 
finish  up  here. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Ms.  Wright,  I  just  want  to  be  clear,  because  when 
we  left  the  last  portion  of  our  back  and  forth,  I  believe  that  your 
indication  to  me  was  that  whatever  arrangement  the  Mitchell  firm, 
and  by  the  way,  that  was  Jim  Guy  Tucker's  firm,  right? 

Ms.  Wright.  He  was  in  that  firm,  yes. 

Mr.  Chertoff.  He  was  a  partner  at  the  firm,  right? 

Ms.  Wright.  I  don't  know  the  law  firms. 

Mr.  Chertoff.  I  think  we  left  it  with  saying  that  whatever  Mr. 
Lasater's  arrangement  with  the  Mitchell  firm,  in  terms  of  Lasater 
having  hired  Mitchell  to  work  on  this  legislation,  as  far  as  you 
were  concerned,  the  Mitchell  firm  was  working  for  the  Governor's 
office  or  for  the  State  on  this  legislation.  Is  that  your  recollection? 

Ms.  Wright.  I  know  the  Mitchell  firm  did  legislation  as  a  volun- 
teer assistant  to  us  on  pieces  of  our  Economic  Development  Pack- 
age. It  is  my  vague  recollection  that  we  spun  the  State  Police  thing 
off  of  that,  and  that's  why  the  Mitchell  firm  was  involved  in  it. 
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Mr.  Chertoff.  Isn't  it  true,  that  at  the  time  of  the  contract  it- 
self, you  were  well  aware  of  the  fact  that  the  legislation  was  actu- 
ally, for  all  intents  and  purposes,  prepared  by  the  Raney/Hutton/ 
Lasater  group,  Mr.  Lasater's  group  of  bidders?  You  were  aware  at 
the  time,  were  you  not,  that  they  were  drafters  of  the  legislation? 

Ms.  Wright.  I  don't  remember  that,  sir. 

Mr.  Chertoff.  I  mentioned  Mike  Gaines  before.  I  want  you  to 
look  at  DKSN  18184.  This  is  a  memo  to  you  from  Mike  Gaines  on 
5/15/85  which  I'm  calling  out  now. 

The  Chairman.  Wait  until  she  gets  this. 

Mr.  Chertoff.  This  is  that  Mike  Gaines  I  asked  you  about  be- 
fore we  broke  who  was  in  the  Governor's  office  dealing  with  public 
safety  issues,  right? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  This  memo  was  prepared  5  days  after.  I'll  just 
represent  to  you  it  was  prepared  5  days  after  the  formal  award  of 
the  contract  on  May  10th  by  the  Arkansas  State  Police  Commis- 
sion. It  refers  to  one  of  those  very  complaints  by  another  bidder, 
that  disappointed  bidder  that  you  were  just  testifying  about. 

It  lists  the  complaints.  In  particular,  I  want  to  draw  your  atten- 
tion to  the  paragraph  that  begins  after  the  paragraph  which  has 
an  Arabic  numeral  2.  It  says,  "Capitol" — which  is  the  disappointed 
bidder — "points  out  that  the  legislation  (written  by  H,L,R)  requires 
monthly  payments." 

You  will  agree  with  me — and  take  as  much  time  as  you  need 
looking  at  the  memo — that  H,L,R  in  the  context  of  this  memo  re- 
fers to  Hutton/Lasater/Raney.  I  would  suggest  to  you,  after  you 
have  satisfied  yourself  of  the  memo,  that  this  memo  makes  it  very 
clear  that  at  the  time,  Mr.  Gaines  understood  and  you  understood 
that  it  was  the  bidding  team  of  Hutton/Lasater/Raney  that 

Ms.  Wright.  Excuse  me,  Mr.  Chertoff.  I'm  not  certain  you  have 
the  same  document  I'm  reading.  Can  you  just  hold  yours  up? 

Mr.  Chertoff.  It's  May  15,  1985.  To:  Betsey  Wright;  From:  Mike 
Gaines,  Subject:  ASP  Communication  System,  DKSN  18184. 

Mr.  Cohen.  Mr.  Chertoff,  I  think  the  problem  is  that  even  if  you 
look  on  your  screen,  I  think  the  portion  you  just  read — and  we  will 
accept  your  representation  of  what  it  says — is  pretty  difficult  to 
read.  That's  why  we  couldn't  pick  it  out. 

Mr.  Chertoff.  Take  my  copy. 

Mr.  Cohen.  I  don't  need  your  copy.  I  just  read  it.  We're  just  fine. 

Ms.  Wright.  I  am  now  at  the  point  I  understood  where  you  were 
reading. 

The  Chairman.  Let's  do  it  again  so  that  we  are  all  together. 
Where  are  we  starting? 

Mr.  Chertoff.  We  are  starting  with  the  fifth  paragraph.  "Cap- 
itol points  out  that  the  legislation  (written  by  H,L,R)  requires 
monthly  payments."  And  if  you  look  earlier  in  the  memo,  you  see 
that  H,L,R  refers  to  Hutton/Lasater/Raney,  which  was  the  bidding 
group  that  was  Dan  Lasater's  bidding  group.  Now  does  this  help 
you  to  conclude  that,  in  truth  and  in  fact,  you  knew  in  May  1985, 
that  the  legislation  had  been  written,  for  all  intents  and  purposes, 
by  the  Lasater  bidding  group? 
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Ms.  Wright.  No,  sir,  it  doesn't.  It  means  that  I  would  assume 
Mr.  Gaines  had  his  information  wrong  or  had  been  told  it  wrong, 
because  he  wasn't  involved  in  that  part  of  it. 

Mr.  Chertoff.  Did  you  say  to  Mr.  Gaines  when  you  saw  this — 
in  substance,  I  don't  mean  in  exact  words — "Mike,  you're  not  telling 
me  that  the  bidders  wrote  the  legislation?"  Did  you  ask  him  that? 

Ms.  Wright.  No,  sir,  I  didn't  need  to,  because  I  knew  it  was  our 
legislation. 

Mr.  Chertoff.  So  notwithstanding  the  contemporaneous  memo 
written  right  at  the  time  by  Michael  Gaines  that  Hutton,  Lasater 
and  Raney  wrote  the  legislation;  notwithstanding  Mr.  Drake's 
sworn  testimony  in  a  deposition  that  Hutton/Lasater/Raney  paid 
the  Mitchell  firm  to  do  the  technical  work;  and  notwithstanding 
your  own  admission  that  the  Mitchell  firm  actually  wrote  the  legis- 
lation, you're  going  to  continue  to  tell  us  that,  in  fact,  the  legisla- 
tion was  not  written  by  Lasater  and  his  lawyers,  but  it  was  written 
totally  independently? 

Ms.  Wright.  It  is  my  recollection  that  the  Mitchell  firm  wrote 
this  legislation  for  us.  I  am  unaware  of  a  relationship  with  Lasater. 
I  am  not  positive  of  anything.  It  did  not — the  telling  point  of  this 
memo  was  not  something  flying  through  the  air  about  some  unfair 
practices,  but  to  make  certain  that  the  procedures  had  monitored 
these  kinds  of  issues,  and  that  these  allegations  were  either  base- 
less or  could  be  explained  and  dealt  with. 

Mr.  Chertoff.  It  would  seem  to  me  from  the  memo  that  the  dis- 
appointed bidder  was,  in  fact,  complaining  that  the  winning  bidder 
had  written  the  legislation.  Isn't  that  exactly  one  of  those  process 
issues  that  you  just  told  us  you  wanted  to  be  sure  were  absolutely 
perfectly  carried  out? 

Ms.  Wright.  There  are  a  couple  of  far  more  substantive  com- 
plaints conveyed  to  me  here  in  this  memo. 

Mr.  Chertoff.  Now  in  between  the  time  the  legislation  that  en- 
abled this  project  was  passed  on  April  4th,  and  the  time  that  the 
final  decision  was  made  by  the  Police  Commission  on  May  10, 
1985,  during  that  intervening  period  of  about  5  or  6  weeks  is  when 
the  request  for  proposal  went  out  to  investment  groups  that  would 
want  to  bid  to  get  the  work,  right? 

Ms.  Wright.  I  don't  recall  the  dates. 

Mr.  Chertoff.  Accept  my  dates.  That's  the  stage  of  the  process. 
Now,  I  want  to  show  you  a  memo  dated  May  1,  1985,  right  in  the 
middle  of  this  period  where  the  proposals  are  coming  in,  written 
from  the  same  Mike  Gaines  to  Governor  Clinton  and  Betsey 
Wright.  It's  DKSN  27162.  It's  May  1,  1985. 

Mr.  Cohen.  I'm  afraid  we  don't  have  it  on  this  side  of  the  room. 

Mr.  Chertoff.  You  have  seen  this  before,  right? 

Ms.  Wright.  I  have  seen  it  in  my  deposition,  but  prior  to  that 
it  was  read  to  me  by  the  Associated  Press  reporter  that  someone 
on  your  staff  showed  it  to. 

Mr.  Chertoff.  Putting  aside  your  accusation  about  someone  on 
the  staff  having  shown  it  to  somebody,  it's  addressed  to  Governor 
Clinton  and  yourself,  correct? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  It  has  the  characteristic  checkmark  that  shows 
the  Governor  has  read  it? 
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Ms.  Wright.  That's  correct. 

Mr.  CHERTOFF.  It  says: 

The  State  Police  Commission  is  meeting  Friday  to  review  proposals  for  financing 
the  communications  system.  The  following  are  Tommy  Goodwin's  observations  of 
where  things  stand. 

Now  before  we  continue,  Tommy  Goodwin  was  head  of  the  State 
Police? 

Ms.  Wright.  That's  correct. 

Mr.  Chertoff.  And  this  is  part  of  the  process  of  the  State  Police 
Commission  evaluating  the  bids  and  evaluating  who  was  going  to 
be  selected  to  do  this  work.  So  we  continue  on. 

Billy  Simpson — appears  to  have  switched  his  support  from  another  vendor  to  Dan 
Lasater.  Johnny  Mitchum — solidly  behind  Lasater.  Tennyson — Lasater.  Mashburn — 
probably  Lasater,  since  McElroy  Bank  did  not  submit  proposal.  Gene  Raff — probably 
Lasater.  Rockefeller — ? 

Am  I  correct  that  you  were  in  the  Governor's  office  keeping  tabs 
on  the  vote  count,  the  head  count  for  Lasater? 

Ms.  Wright.  No,  sir.  You  are  not  correct. 

Mr.  Chertoff.  So  Mr.  Gaines  just  wrote  this  memo? 

Ms.  Wright.  No,  sir.  Colonel  Goodwin  passed  on  intelligence 
thinking  we  might  be  interested  and  want  to  know  it.  Mr.  Gaines 
sent  it  on  to  me.  I  wasn't  monitoring  it.  Mr.  Gaines  was  not  in- 
volved in  this  particular  issue  other  than  attending  the  meetings. 
I  was  monitoring  the  process  for  this.  I  wasn't  keeping  tabs  on  the 
votes.  But  I  have  to  tell  you,  Mr.  Chertoff,  people  kept  telling  me 
who  was  leaning  what  way  all  the  time  unsolicited,  and  this  is  yet 
another  time. 

Mr.  Chertoff.  So  you  didn't  say  to  Mr.  Gaines 

Ms.  Wright.  I  didn't  even  think  this  turns  out  to  be  good  infor- 
mation. 

Mr.  Chertoff.  You  didn't  say  to  Mr.  Gaines  or  Colonel  Goodwin, 
"Look.  We  are  not  part  of  the  process  of  the  selection  of  the  firm. 
We  don't  need  the  vote  count.  We  don't  need  to  know  where  things 
stand,  because  we  are  indifferent.  We  are  neutral."  You  didn't  pass 
that  message  on  when  you  got  this  memo,  right? 

Ms.  Wright.  The  concluding  effect  of  this  memo  was  on  quite  a 
different  subject.  Colonel  Goodwin  knew  that  we  weren't  involved 
in  it.  That  doesn't  mean  to  Colonel  Goodwin  that  we  don't  care 
what  was  happening,  and  I  think  he  assumed  we  might  want  to 
know  how  it  looked  like  things  were  lining  up. 

It  was  an  unsolicited  piece  of  information.  I'm  not  going  to  chew 
him  out  for  sending  me  information.  It  was  meaningless.  We 
weren't  monitoring.  We  didn't  ask  for  it.  I  don't  believe  this  is  the 
way  the  vote  count  came  out.  It  was  passed  secondhand  to  me  from 
a  staff  person  who  was  not  intimately  involved  in  communications 
j    with  the  State  Police  Commission  about  this  process  like  I  was. 

Mr.  Chertoff.  Ms.  Wright,  this  whole  memo  was  written  by  Mr. 
Gaines,  the  same  Mr.  Gaines  who  wrote  the  memo  a  couple  weeks 
t  later  indicating  that  Hutton,  Lasater  and  Raney  had  written  the 
l  legislation.  The  whole  purpose  of  the  memo — and  we'll  get  to  the 
other  writing  in  a  minute — but  the  whole  purpose  of  the  memo 
was,  as  it  originally  came  into  you  and  the  Governor,  to  give  a  head 
count  on  the  selection  of  the  particular  investment  company.  Do 
you  disagree  with  that? 
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Ms.  Wright.  I  do.  The  purpose  of  the  memo  was  to  convey  to  me 
information  that  Colonel  Goodwin  had  given  to  me 

Mr.  Chertoff.  And  about  the  head  count  of  the  investment  com- 
pany? 

Ms.  Wright.  He  thought  I  might  be  interested. 

Mr.  Chertoff.  You  wrote  a  memo  to  the  Governor.  You  said, 
"Gov,  we  have  real  problem  here,  since  'street  talk'  is  that  Lasater 
put  in  unreasonably  low  bid  knowing  he  can  raise  it  once  he  gets 
it."  Then  I  must  confess  I  can't  read  the  next  line,  so  I'll  ask  you 
to  do  it,  since  it's  your  writing. 

Ms.  Wright.  "I  hope  the  ASP" — Arkansas  State  Police — "had  ex- 
perts review  everything.  Also,  how  does  this" — and  then  there's  not 
enough. 

Mr.  Chertoff.  "How  does  this  gibe  with" — and  you  don't  know 
what  the  rest  of  that  is? 

Ms.  Wright.  I  can't  read  it. 

Mr.  Chertoff.  Now,  you  had  heard  street  talk  that  Lasater  was 
lowballing  the  bid? 

Ms.  Wright.  Yes,  sir.  I  think  I  made  reference  earlier  that  in- 
vestment banking  companies  play  a  very  bloody  kind  of  politics. 
They  spread  rumors,  they  send  out  alarms  and  red  flags,  and  I  was 
told  dirty  things  about  all  of  them.  And  what  I  was  conveying  to 
the  Governor  is  that  one  of  the  contentions  that  was  going  on  is 
that  Lasater  assumed  that  they  could  increase  this  after  they  got 
it,  and  they  put  it  in  at  the  low. 

Mr.  Chertoff.  This  street  talk  or  rumor  or  scurrilous  stuff  you 
transmitted  to  the  Governor  in  this  memo,  right? 

Ms.  Wright.  I  did. 

Mr.  Chertoff.  In  fact,  what  you  did  was,  you  wrote  it  on  the 
bottom  of  the  memo  with  the  head  count.  You  didn't  prepare  a  sep- 
arate memo.  I  mean,  you  can  only  draw  the  conclusion  from  looking 
at  the  writing  that  the  memo  came  in  with  the  head  count.  You 
then  added  your  information  about  the  lowballing  bid,  and  then  the 
last  writing  is  the  Governor's  writing,  which  is  in  the  top  right- 
hand  side  of  the  memo.  Is  that  right?  That's  the  Governor's  writ- 
ing? Number  one  there,  it  says,  "Lasater  should  be  told  bid  must 
be  price."  Is  that  it? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  So,  the  Governor  directed  you  to  tell  Lasater  that 
he  should  bid  what  he  was  actually  going  to  make  the  price.  Is  that 
correct? 

Ms.  Wright.  He  didn't  direct  me  to,  no. 

Mr.  Chertoff.  "Lasater  should  be  told" — underlined — "bid  must  h 
be  price."  Was  that  a  direction  that  someone  should  tell  Lasater  1 
that  what  he  bid  ought  to  be  the  price? 

Ms.  Wright.  I  know  that  I  went  to  the  team  monitoring  the  proc- 
ess and  said,  "This  is  a  rumor,  and  you  all  need  to  make  certain 
that  Lasater's  bid  is  in  compliance  and  that  he  understands." 

Mr.  Chertoff.  Well,  why  did  you  bring  this  to  the  Governor's  at- 
tention? 

Ms.  Wright.  I  don't  know.  I  don't  remember  why  I  brought  it. 
I  was  just  passing  on  rumors  that  were  going  on  around — why  I 
didn't  write  a  separate  memo?  Governor  Clinton  told  me  that  he 
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got  more  paper  than  any  Governor  in  the  history  of  western 
civilization 

Mr.  CHERTOFF.  Let's  not  talk  about  all  paper. 

You  said,  Ms.  Wright,  in  this  particular  instance  at  the  begin- 
ning of  this  part  of  the  examination,  this  was  totally  hands  off,  to- 
tally out  of  the  process. 

You  have  repeated  several  times  your  concern  here  is  the  proc- 
ess. Given  all  of  that,  why  would  you  convey  the  head  count  and 
your  discussion  about  lowball  bidding  to  the  Governor?  Why  did 
the  Governor  need  to  know  this?  And  why  did  the  Governor  then 
have  to  come  back  to  you  and  have  an  instruction  about  what 
Lasater  ought  to  be  told  about  his  bidding?  Is  that  your  interpreta- 
tion of  neutral,  keep  your  hands  out  of  the  process? 

Ms.  Wright.  Keep  our  hands  out  of  the  selection  of  the  firm.  We 
were  very  much  involved  in  the  design  of  the  process,  Mr. 
Chertoff — very  much  involved.  And  making  certain 

Mr.  Chertoff.  Is  this  about 

The  Chairman.  Wait,  wait. 

Ms.  Wright.  Go  ahead  and  talk,  and  maybe  some  time  next 
week  I'll  come  back  and  answer  you. 

The  Chairman.  Wait,  wait,  wait.  It  appears  that  this  memo  is  a 
head  count  by  the  very  members  who  are  going  to  pick  the  firm, 
or  on  the  members,  and  with  specificity. 

It  would  appear  that,  by  the  writer  of  this  memo,  this  related  to 
Lasater's  position  and  being  selected.  It's  always  with  respect  to 
Lasater.  "Johnny  Mitchum — solidly  behind  Lasater."  So-and-so  be- 
hind Lasater.  The  third  one,  "probably  Lasater."  And  they  mention 
this  other  bank  didn't  bid.  "Probably  Lasater,"  the  next  fellow.  Billy 
Simpson — support  from  another  vendor,  and  then  street  talk  about 
Lasater.  And  then  the  instruction,  "Lasater  should  be  told  that  he 
must  meet  the  price." 

So  you  see,  the  memo  would  indicate  that  certainly,  there  is 
someone  who  was  very  cognizant  over  at  the  police.  By  the  way,  it 
may  have  been  a  press  person  got  a  hold  of  this,  but  this  is  the 
first  time  I  have  seen  this  memo.  And  I  try  to  make  it  a  point,  I 
do  not  review  these  matters  prior.  But  it  appears  very  clear  here, 
Ms.  Wright,  that  there  was  somebody  that  was  really  following  this 
process  as  it  related  to  how  Lasater  was  lining  up  with  respect  to 
the  selection  committee. 

The  red  light  is  on.  Senator  Sarbanes. 

Senator  Sarbanes.  Ms.  Wright,  I  was  interested.  Did  you  say 
that  you  were  called  by  a  person  in  the  press  that. asked  you  about 
this  memo? 

Ms.  Wright.  Yes,  sir.  I  was  called  by  a  reporter  who  had  been 
shown  this  memo  and  had  been  given  oral  annotations  about  it. 

Senator  Sarbanes.  Was  that  before 

Ms.  Wright.  Negative  oral  annotations. 

Senator  Sarbanes.  Was  that  before  you  had  your  deposition,  or 
after? 

Ms.  Wright.  Before. 

Senator  Sarbanes.  So  the  first  time  you  saw  it  in  some  official 
way  was  when  you  had  your  deposition? 

Ms.  Wright.  That's  correct. 
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Senator  Sarbanes.  And  how  far  ahead  of  your  deposition  did 
that  take  place? 

Ms.  Wright.  A  week  or  two. 

Senator  Sarbanes.  Mr.  Chairman,  I  have  been  worried  about 
this  problem,  because  this  was  not  the  only  instance  of  this  hap- 
pening. I  mean,  we  encounter  these  press  stories  and  material 
leaking,  and  I  think  it's  a  reasonable  surmise  that  it's  coming  out 
of  this  Committee,  I  regret  to  say.  And  I  think  we  should  meet  and 
discuss  that. 

I  thought  we  agreed  that  we  would  ask  the  FBI  to  look — I  mean, 
I  don't  mind  Ms.  Wright  being  confronted  here  today  with  this 
memo  and  questioned  in  public  session,  or  indeed  at  her  deposition. 
But  obviously,  things  are  amiss  if  staff  people  with  access  to  this 
material  are  leaking  it  to  the  press  in  order  to  set  a  certain  frame- 
work or  climate  ahead  of  time,  and  this  isn't  the  only  instance  of 
such  an  occurrence.  I  think  the  Committee  needs  to  address  it. 

We  are  now  into  this  final  8-week  period,  and  I  can't  think  of 
anything  that  would  poison  our  ability  to  carry  forward  in  some 
reasonable  fashion  than  this  activity.  We  have  here  Senate  inves- 
tigators for  the  Senate  Whitewater  Committee,  internal  memos  as- 
sembled by  Senate  investigators,  et  cetera.  And  then  they  go  on 
and  lay  out  this  material,  which  has  not  yet  been  put  in  the  public 
domain.  It's  not  a  reasonable  way  to  do  business,  obviously,  and  I 
think  it's  going  to  simply  poison. 

Now  it's  my  understanding  we  agreed,  did  we  not,  that  we  would 
have  the  FBI  look  into  these  leaks  when  they  occur? 

The  Chairman.  I  will  discuss  with  the  Ranking  Member 

Senator  Sarbanes.  I  think  we  did  that  back  toward  the  end  of 
the  year. 

The  Chairman.  — the  manner  by  which  to  pursue  who,  if  anyone, 
from  this  staff  may  have  leaked  this.  It  may  have  been  the  staff. 
It  may  not  be  the  staff.  But  we  will  take  that  up,  and  will  take  the 
necessary  action.  I  think  we  should  proceed  now. 

Senator  Sarbanes.  Well,  I  very  much  hope  we  can  bring  the  FBI 
into  it.  We  had  this  discussion,  as  you  will  recall,  back  in  the  fall. 
We  were  quite  concerned  about  what  was  transpiring. 

The  Chairman.  Now  this  took  place  back  some  time  in  January? 
Is  that  right? 

Ms.  Wright.  It  was  in  February,  I  believe,  sir. 

The  Chairman.  February. 

Mr.  Cohen.  We  can  give  you  a  precise  date,  Mr.  Chairman. 

Ms.  Wright.  Almost  all  of  these  documents  which  you  have  pro- 
vided me  in  this  line  of  questioning  regarding  Mr.  Lasater  were 
read  to  me  by  that  reporter. 

Senator  Sarbanes.  The  particular  newspaper  article  was  April 
8th.  When  the  discussion  occurred,  I  don't  know. 

The  Chairman.  January  or  February  sometime.  You'll  provide  us 
a  date? 

Mr.  Cohen.  We  can,  Mr.  Chairman.  There  were  some  telephone 
calls  that  Ms.  Wright  and  I  were  on  with  a  reporter  who  told  us 
that  he  had  been  shown  the  documents,  permitted  to  view  them. 
We  asked  for  a  copy  of  the  documents  just  to  verify  that,  in  fact, 
that  was  so.  He  said  he  wasn't  permitted  to  take  the  document 
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with  him,  but  was  permitted  to  review  it,  and  copied  it  down  and 
read  us  a  scrawl  that  he  couldn't  wholly  interpret. 

Ms.  Wright.  And  told  us  whose  handwriting  said  what. 

The  Chairman.  All  right. 

Ms.  Wright.  We  did  give  the  staff  in  my  second  deposition  a 
copy  of  the  letter  that  the  reporter  sent  to  me  initially  about  want- 
ing to  talk  to  me  on  these  documents.  So  the  date  of  the  contact 
is  in  that  letter. 

The  Chairman.  We'll  pursue  it. 

Senator  Sarbanes.  I  yield  to  Mr.  Cole. 

Mr.  Cole.  Thank  you,  Senator. 

If  we  could  put  the  May  1,  1985  memorandum  back  up. 

Mr.  Cohen.  Excuse  me,  Mr.  Cole.  I  apologize. 

Mr.  Chairman,  we  had  provided  the  Committee  on  the  second 
day,  and  it's  attached  at  the  end  of  the  deposition  for  the  second 
day,  Senator  Sarbanes  and  Mr.  Chairman. 

Mr.  Cole.  Ms.  Wright,  if  I  could  ask  you  to  look  for  just  a  mo- 
ment more  at  this  memorandum,  and  I  think  we  have  covered  it 
thoroughly.  But  I  do  want  to  reassure  you  about  one  thing,  because 
as  I  understood  your  testimony,  you  were  taking  issue  with  the 
characterization  of  this  memorandum  from  Mr.  Gaines  as  somehow 
an  effort  by  the  Governor's  office  to  keep  tabs  on  the  bidding  proc- 
ess. Is  that  correct? 

Ms.  Wright.  That  is  correct. 

Mr.  Cole.  And  in  fact,  I  think  since  this  memo  has  had  such 
scrutiny,  it's  worthwhile  to  note  what  the  author  of  the  memoran- 
dum said  about  it,  Mr.  Gaines,  whose  deposition  Committee  staff 
took  on  February  16.  And  at  page  71,  he  was  asked: 

Question:  Do  you  recall  why  Mr.  Goodwin  would  have  been  calling  you  to  report 
on  this? 

Answer:  No,  unless — just  conveying  information  or  observations  he  was  making. 
Again,  I  mean  I  can't  answer  for  him,  but  if  he  had  spoken  to  the  individual  mem- 
bers and  had  a  sense  of  how  they  were  leaning  on  this  matter,  he  may  have  felt 
that  it  needed  to  be  conveyed  to  the  Governor's  office,  and  called  and  gave  me  a 
rundown  of  it. 

And  I  think  important,  then,  for  your  purposes,  Ms.  Wright,  he 
was  asked: 

Question:  Before  receiving  the  call  from  Mr.  Goodwin,  were  you  aware  of  any  in- 
terest that  the  Governor  or  Ms.  Wright  had  expressed  with  regard  to  which  under- 
writing company  received  the  underwriting  contract? 

Answer:  I  don't  think  so. 

So  his  testimony,  which  the  Committee  has  in  evidence,  confirms 
your  recollection  that  you  and  the  Governor's  office  had  not  asked 
that  he  or  anyone  else  keep  tabs  on  this  process. 

I  would  also  like  to  show  you  a  document,  since  we  are  looking 
at  documents  from  this  time  period  in  May  1985,  I  guess  the  issue 
being  what  influence  Mr.  Lasater  did  or  didn't  have  on  the  Gov- 
ernor's office.  This  is  a  memorandum  dated  May  2,  1985,  if  we  can 
put  that  up,  it  is  from  Mr.  Nash  to,  it  appears  to  read — perhaps 
you  can  help  me  with  the  handwriting — "BC/Betsey" — and  someone 
else  that  I  can't  read  there.  Ms.  Wright,  do  you  recognize  that  as 
a  memorandum  to  you  and  others  from  Mr.  Nash? 

Ms.  Wright.  Correct. 

Mr.  Cole.  Who  was  Mr.  Nash  at  that  time? 

Ms.  Wright.  He  was  our  Economic  Development  Liaison. 
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Mr.  Cole.  So  would  he  have  been  the  staff  liaison  with  matters 
relating  to  the  Arkansas  Development  Finance  Authority? 

Ms.  Wright.  That's  correct. 

Mr.  COLE.  Am  I  correct  in  understanding  that  at  this  time,  most 
of  the  bond  underwriting  business  that  the  State  of  Arkansas  was 
doing  was  through  the  Arkansas  Development  Finance  Authority, 
or  would  be  through  the  Arkansas  Development  Finance  Authority? 

Ms.  Wright.  That's  correct. 

Mr.  Cole.  The  handwriting  on  this  appears  to  be:  "Dan  Lasater 
gave  me  this  letter  when  I  met  with  him  on  Wednesday  for  lunch. 
Bell  is  not  my  kind  of  person.  Has  always  caused  the  agency 
(AHDA)  problems."  Just  to  put  this  in  context,  let's  put  up  on  the 
display  the  letter  that  was  attached  to  this  memorandum  and  it's 
dated  April  10,  1985.  I  think  you  have  been  given  a  copy  of  that. 
This  is  a  letter  to  Maurice  Smith  from  a  Mr.  Dennis  Mills,  from 
the  Mortgage  Bankers  Association  of  Arkansas,  recommending  that 
James  T.  Bell  be  appointed  to  the  Arkansas  Development  Finance 
Agency  Board. 

First  let  me  ask,  Ms.  Wright:  am  I  correct  in  reading  this  letter 
and  Mr.  Nash's  cover  memorandum  to  you  and  Governor  Clinton 
as  indicating  that  Mr.  Nash  does  not  agree  that  Mr.  Bell  is  the  per- 
son of  his  choice  for  appointment  to  the  ADFA  Board,  notwith- 
standing Mr.  Lasater's  recommendation? 

Ms.  Wright.  Yes.  It  was  Mr.  Nash's  way  of  making  his  comment. 

Mr.  Cole.  So  what  we  have  here  is  that  Mr.  Lasater  is  putting 
someone's  name  forward  to  be  named  to  the  Board  that  controls 
the  State  bond  business,  and  you  have  a  staff  member  that's  re- 
porting to  you  and  the  Governor  that  Mr.  Lasater's  recommenda- 
tion is  not  his  choice  for  that  Board.  Do  you  recall  whether  Mr.  Bell 
was,  in  fact,  appointed  to  that  Board? 

Ms.  WRIGHT.  I'm  fairly  certain  he  was  not. 

Mr.  Cole.  I  think  we  could  confirm  that  for  you  if  we  could  put 
up  and  provide  to  you  a  copy  of  a  January  24,  1986  listing  of  the 
current  members  of  the  Arkansas  Development  Finance  Authority 
Board,  and  you'll  see  that  Mr.  Bell  is  not  listed  there. 

As  I  read  these  documents — and  please  correct  me  if  I'm  wrong — 
this  indicates  that  at  precisely  the  time  we  are  talking  about,  in 
May  1985,  Mr.  Lasater  had  lunch  with  a  staff  member  who  was  re- 
sponsible for  this  Board,  passed  on  a  letter  of  recommendation,  rec- 
ommended a  candidate,  and  that  candidate  was  not  appointed  to 
the  Board.  Is  that  correct? 

Ms.  Wright.  Oh,  there  were  more  contacts  with  us  by  Mr. 
Lasater's  company  on  behalf  of  Mr.  Bell.  I  was  contacted  two  or 
three  times  by  people  who  worked  for  him.  Mr.  Bell  was  not  ap- 
pointed. 

Mr.  Cole.  So  Mr.  Bell  was  not  appointed.  Mr.  Lasater  testified 
that  he  met  with  Governor  Clinton,  complained  about  the  amount 
of  bond  business  that  he  got,  and  by  his  own  accounting  didn't  get 
any  more  bond  business.  And  that's  all  consistent  with  your  recol- 
lection of  what  happened  11  years  ago,  now? 

Senator  Sarbanes.  The  Governor's  office  gets  contacted  all  the 
time  by  people  who  want  somebody  else  appointed  to  one  or  an- 
other board  and  commission,  don't  they? 

Ms.  Wright.  Yes,  sir.  We  invited  it. 


2435 

Senator  Sarbanes.  Pardon? 

Ms.  Wright.  We  invited  it. 

Senator  Sarbanes.  Yes.  In  a  sense,  you  were  sort  of  flooded  by 
people  saying,  "Well,  I  want  so-and-so  to  go  on  the  Board  or  so-and- 
so  to  go  on  the  Commission."  I  mean,  it  seems  to  me  it's  standard 
operating  procedure  in  Governor's  offices  across  the  country,  as  far 
as  I  know.  Wasn't  that  the  case? 

Ms.  Wright.  Yes,  sir. 

Mr.  Cole.  One  more  area  of  inquiry,  Ms.  Wright,  that  I  think 
has  been  widely  reported  in  the  press,  and  likely  has  come  up  in 
Committee's  depositions,  and  is  likely  to  come  up  in  our  hearings. 
Mr.  Lasater  ultimately  pleaded  guilty  to  a  Federal  drug  charge.  Is 
that  correct? 

Ms.  Wright.  That's  correct. 

Mr.  Cole.  Do  you  recall  at  some  later  time,  did  he  make  an  ap- 
plication to  the  Governor's  office  for  an  approval  of  the  application 
he  had  submitted  to  the  Federal  firearms  authorities  to  be  able  to 
carry  a  firearm  for  hunting  purposes? 

Ms.  Wright.  I  believe,  Mr.  Cole,  that  happened  after  I  left  the 
Governor's  staff.  But  I  do  recall  from  the  1992  campaign  that,  yes. 

Mr.  Cole.  What  has  been  reported  in  the  newspapers  is  that  Mr. 
Lasater  was  pardoned  by  Governor  Clinton. 

Ms.  Wright.  No.  The  Governor  has  no  authority  to  pardon  a 
Federal  conviction. 

Mr.  Cole.  I  thought,  that  since  you  were  the  Governor's  Chief  of 
Staff,  you  would  be  a  good  witness  to  speak  to  that  issue. 

Ms.  Wright.  Oh,  absolutely. 

Mr.  Cole.  Because  I  think  it's  been  reported  erroneously. 

Ms.  Wright.  A  conditional  pardon  by  a  Governor  on  a  Federal 
conviction  only  allows  them  to  apply  to  ATF  for  firearms. 

Mr.  Cole.  So  not  only  were  we  dealing  with  a  Federal  conviction 
here,  but  the  license  that  Mr.  Lasater  was  seeking,  which  he  testi- 
fied was  for  permission  to  carry  a  firearm  when  hunting,  was  an 
application  to  the  Federal  authorities,  and  he  just  needed  approval 
from  the  Governor's  office  to  submit  that  application? 

Ms.  Wright.  To  apply;  that's  correct. 

Mr.  Cole.  So  it  was  not  a  pardon?  Bill  Clinton  did  not  pardon 
Dan  Lasater? 

Ms.  Wright.  No.  Governors  have  no  authority  to  pardon  Federal 
criminals. 

Mr.  Cole.  Thank  you.  That's  helpful. 

The  Chairman.  Mr.  Chertoff. 

Ms.  Wright.  Could  I  have  a  break? 

The  Chairman.  Absolutely.  We  have  a  vote,  so  it  comes  at  a  good 
time.  We'll  take  10  minutes. 

Senator  Sarbanes.  Mr.  Chairman,  could  I  just  inquire  how  much 
longer  it's  estimated 

Ms.  Wright.  Twenty  or  30  minutes. 

Senator  Sarbanes.  No,  no,  no.  I'm  inquiring  of  Mr.  Chertoff. 

The  Chairman.  That's  what  she's  suggesting;  20  or  30  minutes. 

Senator  Sarbanes.  I  mean,  look.  I  don't  mind  if  after  lunch  you 
had  said,  we  are  going  to  need  3  or  4  hours  here  to  finish  up. 

The  Chairman.  I  don't  think  anybody  anticipated 


2436 

Senator  Sarbanes.  If  you  had  told  us  that  then  we  could  have 
made  plans  accordingly.  But  to  be  told  20  to  30  minutes  when  we 
took  the  break,  and  then  accounting  for  a  little  bit  of  time  on  this 
side,  and  then  to  come  back  and  start  at  2:00  p.m.,  and  now  it's 
5:00  p.m.,  and  we  are  still  going  on. 

Now,  you  can  go  on  for  as  long  as  you  want,  as  can  this  side.  And 
obviously,  you  should  go  on  as  long  as  you  feel  it's  necessary.  But 
just  give  us  a  realistic  evaluation  or  estimate  of  how  long  you  are 
planning  to  proceed,  that's  all.  Then  people  can  make  their  plans 
accordingly. 

The  Chairman.  Let's  see  if  we  can't  get  back  here  within  the 
next  10  minutes,  so  that  we  can  try  to  conclude  this,  certainly  be- 
fore 6:00  p.m. 

[Recess.] 

The  Chairman.  We  are  going  to  see  if  we  can't  wrap  this  up. 

Mr.  Chertoff.  Again,  I  still  want  to  focus  your  attention  on  the 
period  of  time  before  the  final  vote  on  the  Arkansas  State  Police 
Commission  to  award  the  contract  to  the  Lasater  group.  Was  there 
a  point  right  before  then  where  you  became  concerned  that  there 
might  be  a  problem  with  the  Hutton  component  of  that  Lasater 
group  because  of  some  unrelated  investigation  involving  checks? 

Ms.  Wright.  Involving  checks? 

Mr.  Chertoff.  Yes. 

Ms.  Wright.  As  I  have  already  testified  today,  Mr.  Chertoff,  I 
know  that  at  some  point,  I  did  admonish  the  people  working  on  the 
Police  Commission  decision  to  make  certain  that  there  wouldn't  be 
a  bad  PR  impact  from  the  Hutton  legal  problems  they  had  had. 

The  Chairman.  Which  are  totally  unrelated  to  anything 

Ms.  Wright.  In  another  State,  some  other  thing. 

The  Chairman.  That  was  a  national  thing,  totally  unrelated. 

Ms.  Wright.  Thank  you.  Thank  you. 

Mr.  Chertoff.  Were  you  also  concerned  about  Lasater's  reputa- 
tion at  this  point  in  time,  in  the  early  part  of  1985,  and  the  impact 
that  might  have  on  reputational  issues?  Did  you  have  Lasater 
checked  out  in  terms  of  whether  he  was  being  investigated? 

Ms.  Wright.  I  probably  suggested  to  the  State  Police  Director 
that  he  find  out  whether  there  were  any  investigations  going  on. 

Mr.  Chertoff.  What  caused  you  to  do  that? 

Ms.  Wright.  Oh,  either  another  rumor  or  whatever.  I  basically 
think  they  probably  should  have  made  sure  nobody  had  any  law 
enforcement  problems,  and  I  probably  told  them  that  too,  but 
with — I  was  getting  a  lot  of  rumors  and  allegations  about  people, 
but  Dan  Lasater  had  always  been  the  subject  of  things  I  was  told. 

Mr.  Chertoff.  What  things? 

Ms.  Wright.  Oh,  God.  I  didn't  maintain  a  Dan  Lasater  cata- 
logue, Mr.  Chertoff.  Things  about — it  was  like  the  street  talk  is 
that  it's  a  low  bid,  or  that  it  was  drug  use.  And  it's  a  very  difficult 
thing  in  public  responsibility,  Mr.  Chertoff,  as  I  am  sure  you  are 
far  more  learned  than  I  because  of  your  previous  experiences  and 
positions,  but  you  get  told  a  rumor  and  you  have  to  balance  that 
very  carefully.  If  it  isn't  true,  you  don't  want  to  damage  somebody 
because  of  it. 

And  I  did,  over  the  course  of  the  years  before  Mr.  Lasater's  con- 
viction, I  did  have  Colonel  Goodwin  check  around  with  law  enforce- 
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ment  agencies  when  rumors  were  hot  and  heavy  to  see  if  anyone 
was  investigating  him. 

Mr.  Chertoff.  In  particular,  you  asked  Colonel  Goodwin  to  find 
out  if  he  was  being  investigated  for  drug  activities? 

Ms.  Wright.  Probably. 

Mr.  Chertoff.  And  you  knew  at  this  point  in  time,  I  take  it — 
and  when  I  say  "this  point  in  time,"  I  mean  by  March  or  April  of 
1985 — you  knew  that  there  was  information  that,  in  fact,  Mr. 
Lasater  had  paid  a  drug  debt  for  Governor  Clinton's  brother, 
Roger? 

Ms.  Wright.  No,  sir,  I  don't  think  I  knew  that. 

Mr.  Chertoff.  Wasn't  Roger  Clinton  testifying  as  a  witness  in 
a  Federal  criminal  narcotics  trial  in  U.S.  District  Court  in  Arkan- 
sas during  the  early  part  of  1985  in  which  he  brought  up  Dan 
Lasater's  name? 

Ms.  Wright.  I  don't  remember. 

Mr.  Chertoff.  Would  it  help  you  to  remember  if  I  showed  you 
a  newspaper  article  that  was  dated  February  26,  1985,  with  the 
headline  that  says,  "Governor's  brother  testifies  at  Spa  attorney's 
drug  trial"? 

Ms.  Wright.  I  now  remember  the  trial  that  he  testified  in,  yes. 

Mr.  Chertoff.  The  trial  was  of  a  guy  named  Anderson;  right? 

Ms.  Wright.  Yes,  sir. 

Mr.  Chertoff.  And  Anderson  was  being  tried  for  narcotics  dis- 
tribution? 

Ms.  Wright.  I  don't  remember  the  charges. 

Mr.  Chertoff.  It  was  a  drug  case,  right? 

Ms.  Wright.  Yes,  it  was  a  drug  case  as  I  recall. 

Mr.  Chertoff.  Roger  Clinton  testified  as  a  witness  in  the  case; 
is  that  right? 

Ms.  Wright.  Right. 

Mr.  Chertoff.  He  testified  in  the  case,  and  this  case  was  going 
on  literally  at  the  same  time  that  you  were  gearing  up  to  do  this 
bond  contract,  Roger  Clinton  testified  that  Lasater  had  loaned  him 
$8,000  to  help  him  clear  some  drug  debts;  right? 

Ms.  Wright.  If  that's  what  it  says.  I  didn't  follow  Roger  Clinton's 
testimony  carefully.  I  mean,  I  can't  affirm  what  Roger  Clinton  said, 
I'm  sorry.  I  haven't  boned  up  on  that. 

Mr.  Chertoff.  Whether  you  boned  up  or  not,  putting  aside 
vague  rumors,  there  was  at  the  very  same  time  you  were  dealing 
with  Lasater  as  one  of  the  bidders  on  this  issue,  a  Federal  criminal 
trial  in  which  the  Governor's  brother  was  giving  sworn  testimony 
under  oath  about  having  received  a  loan  from  Dan  Lasater  for 
$8,000  to  clear  the  Governor's  brother's  drug  debts.  That's  not  a 
rumor;  that  was  sworn  testimony  at  the  same  time.  Is  it  your  testi- 
mony that  this  news  totally  escaped  you? 

Ms.  Wright.  No,  sir,  it  isn't,  but  I  do  not  draw  a  conclusion  from 
that  that  Dan  Lasater  was  involved  in  drugs. 

Mr.  Chertoff.  Well,  we'll  come  to  that  in  a  second.  Do  you  draw 
a  conclusion  from  that  that  Dan  Lasater  had,  in  fact,  done  a  sub- 
stantial favor  for  Governor  Clinton's  brother  by  loaning  him  money 
to  clear  his  drug  debts? 

Ms.  Wright.  I  would  call  that  a  substantial— $8,000  to  Roger 
Clinton  as  substantial,  yes. 
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Mr.  Chertoff.  Did  you  raise  with  the  Governor  whether  there 
was  an  appearance  issue  that  had  to  be  dealt  with  if  the  Governor 
was  involved  in  making  decisions  on  a  bond  issue  going  on  at  the 
very  same  time  this  was  being  testified  about  in  which  Dan 
Lasater  was  the  bidder?  Did  you  address  this  issue? 

Ms.  Wright.  Mr.  Chertoff,  I  didn't  have  to  address  that  issue. 
We  were  not  involved  in  the  selection  of  the  finance  team  on  that 
State  issue.  We  were  involved,  as  I  have  told  you,  in  the  establish- 
ment and  maintenance  of  a  process  by  which  the  State  Police  Com- 
mission made  that  selection. 

The  award  was  based  on  bid  and  proposals  that  were  in  compli- 
ance with  the  process  that  was  developed  after  a  piece  of  legislation 
was  passed  and  signed  into  law  within  that  process.  We  were  not 
involved  in  the  selection  of  a  firm. 

Mr.  Chertoff.  Now,  we  have  already  heard  the  testimony  about 
who  the  lawyer  was  and  who  became  the  lawyer,  enacted  the  legis- 
lation, we  have  seen  the  memo,  the  head  count  memo  and  the  mes- 
sages back  and  forth  to  you  and  the  Governor  on  Lasater's  bid.  And 
you  have  also  testified  to  us  that  you  asked  Colonel  Goodwin  to  see 
whether  there  was  an  investigation  pending  of  Mr.  Lasater. 

Were  you  aware  that  at  the  very  same  trial,  this  one  in  which 
Roger  Clinton  was  testifying  at  the  very  same  time  in  February 
1985,  that  the  defendant  testified  that  he  had  been  told  or  he  had 
been  asked  to  set  up  a  sting  operation  or  to  target  for  law  enforce- 
ment a  number  of  people,  including  Dan  Lasater? 

Ms.  Wright.  I  might  have  been  aware.  I  don't  recall. 

Mr.  Chertoff.  So  that  would  indicate  that,  as  of  that  period  of 
time,  there  was  actually  sworn  testimony  in  Federal  Court  that  law 
enforcement  authorities  were  looking  to  make  a  case  against  Dan 
Lasater.  This  escaped  your  notice  or  Colonel  Goodwin's  notice  when 
this  review  of  Dan  Lasater's  background  was  being  done? 

Ms.  Wright.  I  don't  know  whether  it  escaped  my  notice  or  not. 
I  told  you,  Mr.  Chertoff,  that  on  two  or  three  occasions  over  the 
years  that  I  was  there,  I  did  ask  Colonel  Goodwin  to  see  whether 
there  were  drug  investigations  going  on  of  Mr.  Lasater.  I  recall 
that  most  of  them  came  in  the  form  of  rumors  but  perhaps  it  came 
in  the  form  of  testimonies.  I  didn't  want  State  business  going  to 
someone  who  was  under  drug  investigation. 

Mr.  Chertoff.  Did  the  Governor  meet  with  Colonel  Goodwin 
about  the  selection  or  about  the  particular  proposals  that  were 
coming  in  from  the  investment  companies  before  the  award  was 
made  on  May  10th? 

Ms.  Wright.  I  don't  believe  he  did. 

Mr.  Chertoff.  Did  the  Governor  meet  with  Colonel  Goodwin  in 
particular  to  ask  him  his  opinion  of  the  Lasater  proposal  before  the 
selection  was  made  on  May  10th? 

Ms.  Wright.  I  don't  recall  that  he  did. 

Mr.  Chertoff.  Didn't  he,  in  fact,  do  it  in  your  office? 

Ms.  Wright.  The  Governor  would  go  to  a  meeting  in  my  office? 

Mr.  Chertoff.  With  Colonel  Goodwin  about  the  Lasater  proposal 
before  the  award  was  made. 

Ms.  Wright.  I  might  have  been  having  a  meeting  with  Colonel 
Goodwin  on  matters  not  about  who  to  select  on  this  bid  and  the 
Governor  may  have  walked  by  and  come  in,  but  in  the  7  years  that 
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I  was  honored  to  have  that  office,  the  Governor  had  never  sched- 
uled for  a  meeting  in  my  office. 

Mr.  Chertoff.  Putting  aside  whether  it  was  a  scheduled  meet- 
ing or  a  meeting  that  happened  to  unfold  because  people  found 
themselves  there.  Was  there  a  meeting  or  a  discussion  in  your  of- 
fice before  the  bid  was  awarded  by  the  Police  Commission  in  which 
the  Governor  specifically  asked  Colonel  Goodwin  what  he  thought 
of  Lasater's  bid? 

Ms.  Wright.  I  don't  recall  it  but  there  may  have  been. 

Mr.  Chertoff.  Is  there  any  particular  reason  why,  before  the  bid 
was  awarded,  the  Governor  would  have  been  making  a  specific  in- 
quiry of  Colonel  Goodwin  about  Lasater  and  his  bid? 

Ms.  Wright.  Maybe  by  telling  him  rumors  of  an  allegation  about 
Lasater's  bid,  like  there's  street  talk  that  it's  low 

Mr.  Chertoff.  I  don't  want  to 

Ms.  Wright.  — and  he  wasn't  quite  as  good  about  being  precise 
as  I  in  remembering  that  the  issue  here  is  to  make  sure  it  was  in 
compliance,  and  it  was  audited  or  evaluated  properly,  analyzed  cor- 
rectly. 

Mr.  Chertoff.  I  want  to  be  more  precise,  and  I  don't  want  you 
to  speculate.  If  you  don't  know,  don't  remember,  I'm  not  trying  to 
force  you  to  give  us  testimony  that  you  can't  comfortably  give  us. 

Isn't  it  a  fact  that  there  was  a  meeting,  whether  it  be  scheduled 
or  unscheduled,  in  your  boardroom  or  your  conference  room  at 
which  the  Governor  was  present  and  Colonel  Goodwin  was  present 
in  which  the  Governor  asked  for  Colonel  Goodwin's  opinion  about 
the  Lasater  proposal  before  the  selection  had  been  made? 

Ms.  Wright.  I  don't  recall  it,  Mr.  Chertoff. 

Mr.  CHERTOFF.  Fair  enough.  Now  let  me  finally  turn  to  the  issue 
of  the  review  of  the  award  by,  I  guess  you  said  a  communications 
study  committee  of  the  legislature  that  came  after  the  Police  Com- 
mission had  awarded  the  contract  to  Lasater.  I  think  your  testi- 
mony was  that  after  that  award  by  the  Police  Commission,  it  went 
back  to  this  legislative  committee  for  review;  right? 

Ms.  Wright.  For  review  and  advice,  I  believe. 

Mr.  Chertoff.  Now  during  this,  were  you  present  or  involved  in 
this  review  process? 

Ms.  WRIGHT.  I  was  not  the  member  of  the  Governor's  staff  who 
was  a  member  of  that  committee.  I  was — at  this  point  we  had 
passed  another  major  milestone  toward  getting  a  new  communica- 
tions system  for  the  State  Police,  and  I  was  back  involved  in  trying 
to  expedite  its  final  approval  and  getting  it  installed. 

Mr.  Chertoff.  Who  is  Mr.  Erxleben? 

Ms.  Wright.  He  was  the  State  Purchasing  Director,  Republican 
appointee  of  Governor  White's,  who  we  maintained  and  who  I 
asked  to  be  a  part  of  the  team  at  the  State  Police  Commission  to 
design  their  process  for  proposal. 

Mr.  Chertoff.  Now,  I  want  to  put  it  in  context.  This  is  now  after 
Lasater  gets  the  contract  and  you  are  in  the  post-award  process, 
and  you're  setting  up  the  documentation  to  make  this  bond  deal  go 
through.  Do  you  recall  learning  that  one  of  the  Senators  on  the 
Committee  specifically  raised  the  question  with  Mr.  Erxleben  about 
whether  the  Mitchell  firm  was  representing  the  State  or  the  bond 
company  in  this  transaction? 
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Ms.  Wright.  I  remember  that  Senator  Nelson,  the  Chairman  of 
the  Committee,  expressed  to  us — he  was  obviously  being  fed  a  lot 
of  the  same  information — expressed  to  us  concerns  about  both  the 
decision  to  finance  and  buy  bonds  and  about  the  firm.  I  recall  that 
an  opposing  losing  firm,  a  competitive  losing  firm,  directly  appealed 
to  try  to  get  the  Committee  to  revoke  it.  I  recall  having  the  State 
Police  Commission  and  members  of  the  award  team  go  to  that  Sen- 
ator and  try  to  talk  him  through  and  walk  him  through  what  was 
going  on  here  and  what  the  plan  was. 

I  recall  that  Senator  saying  finally  publicly  that  he  didn't  under- 
stand all  this  bond  stuff  and  so  therefore  he  wanted  it  to  go  to  the 
interim  committee  on  behalf  of  the  legislature,  the  legislative  coun- 
cil, and  it  went.  I  think  there  were  two  different  meetings  or  two 
different  votes,  and  finally  the  review  and  advice  was  given. 

Mr.  Chertoff.  To  be  brief,  my  question  to  you  is,  was  there,  in 
fact,  a  question  raised  after  the  fact  about  who  exactly  the  Mitchell 
firm  was  representing?  And  this  would  be  in  the  post-award. 

Ms.  Wright.  It  could  be,  sir.  I  don't  recall  that.  As  you  can  tell, 

1  recall — I  don't  recall  questions  about  the  Mitchell  firm's  represen- 
tation and  involvement  about  that  piece  of  legislation. 

Mr.  Chertoff.  I  really  only  have  about  a  minute  more  but  I  will 
hold  back.  I  want  to  show  you  DKSN  17322. 

The  Chairman.  Let's  wait  until  we  give  it  out. 

Mr.  Chertoff.  It  is  a  handwritten  note.  Do  you  have  the  docu- 
ment? 

Ms.  Wright.  I  do,  sir. 

Mr.  Chertoff.  Do  you  recognize  the  handwriting? 

Ms.  Wright.  I  recognize  the  category  of  the  document,  and  this 
was  one  of  many  documents  which  was  prepared  at  the  Presi- 
dential Campaign  before  I  arrived  there,  prepared  by  people  who 
didn't  know  Arkansas,  didn't  know  the  people.  This  was  the  docu- 
ment I  instantly  discarded  because  there  was  nothing  about  it  that 
linked  the  right  people  to  the  right  information  or  had  any  bearing 
on  truth.  So  it  was  deep  sixed,  file  13'd,  something. 

Mr.  Chertoff.  It  says,  "Lasater  ADFA."  Was  this  prepared  by 
someone  in  response  to  an  L.A.  Times  story? 

Ms.  Wright.  I  have  no  idea.  No,  no,  I  was  there  as  the  L.A. 
Times  story — I  was  there  for  the  L.A.  Times  story  on  Lasater  and 
ADFA,  and  this — I  definitely — people  outside  of  Arkansas  refused 
to  give  me  information  on  that. 

Mr.  Chertoff.  Since  you  recognize  this  to  have  been  a  campaign 
document,  it  makes  a  reference  to  "Buddy  Young  and  Mike  Gould — 

2  more  days."  Who  were  those  people? 

Ms.  Wright.  Buddy  Young  was  the  Governor's  head  of  security. 
Gould  was  the  press  secretary. 

Mr.  Chertoff.  "Clinton  and  Lasater  in  deals  with  State  money 
and  State  Police  bond  for  radios  in  1985  or  1986.  New  high-band 
radio  system  for  State  Police,  $20  million."  Was  it  your  understand- 
ing this  related  to  a  story  that  either  had  appeared  or  was  being 
worked  on  by  the  L.A.  Times? 

Ms.  Wright.  It  wasn't  my  understanding.  It  was  an  irrelevant 
document.  To  me  it  is  not  a  document  I  dealt  with  once  I  arrived 
at  the  campaign.  My  guess,  in  your  reading  it  with  this  detail  at 
this  point,  is  that  within  a  couple  of  days  of  my  arrival,  the  L.A. 
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Times  did  a  story  on  the  State  Police  Commission  award.  And  this 
may  have,  in  fact,  been  notes  taken  by  a  volunteer  on — or  someone 
on  the  staff  that  the  L.A.  Times  was  working  on  a  story  on  that. 

Mr.  Chertoff.  You  don't  recognize  the  handwriting? 

Ms.  WRIGHT.  I  recognize  it  as  being  someone  who  worked  in  my 
area,  and  I'm  sorry,  it's  just  been  too  long  for  me  to  assign  names. 

Mr.  CHERTOFF;  It  says  at  the  bottom,  "L.D.  Brown — used  to  be 
in  Governor's  security — concerned  re:  what  he  would  say."  What's 
that  mean? 

Ms.  Wright.  It  means  nothing  to  me.  It's  jibberish. 

Mr.  Chertoff.  Did  you  know  who  Mr.  Brown  was? 

Ms.  Wright.  I  certainly  did. 

Mr.  Chertoff.  Was  he  a  member  at  one  time  of  the  Governor's 
security  detail? 

Ms.  Wright.  Yes. 

Mr.  Chertoff.  Did  he  have  any  knowledge  concerning  Lasater, 
to  your  knowledge? 

Ms.  Wright.  I  have  no  idea. 

Mr.  Chertoff.  Have  you  spoken  to  him  since  the  Presidential 
election? 

Ms.  Wright.  To  Mr.  Brown,  no,  sir. 

Mr.  Chertoff.  Have  you  asked  anybody  else  to  speak  to  him? 

Ms.  Wright.  No,  sir. 

Mr.  Chertoff.  Well,  let  me  make  sure  I  framed  the  question 
properly.  When  did  you  start  with  the  campaign? 

Ms.  Wright.  Toward  the  end  of  March,  right  before  the  Sunday 
edition  of  the  L.A.  Times  carrying  the  Dan  Lasater  story. 

Mr.  Chertoff.  So  you  do  remember  the  story? 

Ms.  Wright.  I  do,  sir.  It  made  me  so  angry  because  it  so  dis- 
torted the  truth  of  how  that  system  was  awarded  and  bid  that  it 
made  me  angry  enough  to  decide  yes,  I  would  resign  my  fellowship 
at  Harvard,  and  I  would  come  back  to  Little  Rock  and  work  on  the 
campaign. 

Mr.  Chertoff.  So  then  between  March  1992,  when  you  joined 
the  campaign  and  the  present  day,  did  you  ever  either  yourself  or 
through  somebody  else  ask  or  direct  that  somebody  speak  to  L.D. 
Brown? 

Ms.  Wright.  About  what? 

Mr.  Chertoff.  Well,  we'll  get  into  topic  later.  Did  you  ask  any- 
body to  communicate  with  Mr.  Brown? 

Mr.  Cohen.  Mr.  Chairman,  could  I  object  on  sort  of  scope 
grounds? 

The  Chairman.  I  will  state  that  I  am  going  to  ask  Counsel  to  be 
more  specific  if  you  can  be. 

Mr.  Chertoff.  What  I  would  like  to  do,  if  I  may,  Mr.  Chairman, 
is  first  find  out  if  the  witness  ever  asked — without  getting  to  topic. 

The  Chairman.  After  you  came  to  work  at  the  campaign  back  in 
March  1992 — is  that  right,  late  March  1992 — did  you  have  occasion 
to  seek  out  Mr.  Brown  to  speak  to  Mr.  Brown  on  anything  specific? 

Senator  Sarbanes.  Mr.  Chairman,  wouldn't  she  have  had  to 
speak  to  him  about  something  within  the  scope  of  our  Resolution? 

The  Chairman.  Well,  obviously,  so  let  me  ask  you,  and  I  don't 
say  "obviously."  I'm  not  talking  about  an  incidental,  saying  hello, 
somebody  walking  one  way,  another  person  walking  another  way. 
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Did  you  have  occasion  to  seek  him  out  to  speak  to  him  in  connec- 
tion with  any  of  the  matters — and  if  you  want  me  to  list  them — 
that  the  Committee  is  looking  into,  and  you  are  aware  of  the  areas 
of  the  Committee's  interest?  Did  you  have  occasion  to  speak  to  Mr. 
Brown  specifically,  whether  in  relation  to  Lasater  or  anything  else? 

Ms.  Wright.  I  recall  running  into  Mr.  Brown  a  couple  of  times 
and  the  extent  of  it  was  hello  and  how  are  you,  how  is  Peggy,  and 
how  are  the  kids. 

The  Chairman.  So  other  than  just  running  into  him  and  saying 
hello — in  other  words,  that's  exactly  the  thing  I  want  to  exclude. 

Ms.  Wright.  I  can't  remember  any  other  exchange  with  him. 

The  Chairman.  You  had  no  other  exchanges,  you  never  had  occa- 
sion to  seek  him  out  to  speak  to  him? 

Ms.  Wright.  I  don't  recall  having  one.  By  this  time,  Mr.  Brown 
was  quite  an  adversary  of  the  President's,  or  of  the  Governor's. 

The  Chairman.  Did  you  send  anyone  to  Mr.  Brown  to  speak  to 
him  with  respect  to  matters  involving  the  campaign  or  any  of  the 
matters  that  we  are  looking  into?  The  reason  I  mention  that  is  be- 
cause you  were  the  damage  control  person  at  the  campaign;  right? 

Ms.  Wright.  I  was  the  damage  control  person  and  I  now  that  I — 
that  what  you're — I'm  back  into  guessing  what  you're  dealing  with, 
where  this  is  going.  It  comes  to  me  clear  out  of  the  blue.  I  do  know 
that  he  made  an  allegation  that  I  sent  someone  to  visit  with  him. 

Senator  Sarbanes.  Well,  that  allegation,  if  I'm  working  off  press 
reports,  is  outside  the  scope  of  this  Resolution. 

The  Chairman.  I'm  not 

Senator  Sarbanes.  Well,  I  mean,  if  we  are  going- 


The  Chairman.  I  am  asking  the  witness  if  she  asked  or  directed 
anybody  to  speak  to  L.D.  Brown  now,  and  as  it  related  to  any  of 
the  matters  that  we  are  looking  into  or  when  she  was  the  campaign 
damage  control  person.  So  I  can't  get  so  specific  that  I  can  go 
through  a  list  of  things.  We  would  be  here  for  two  days.  If  she  did, 
say  yes,  or  if  she  didn't,  say  no.  If  you  don't  recall,  say  you  don't 
recall. 

Senator  Sarbanes.  Mr.  Chairman,  if  she  talked  to  L.D.  Brown 
about  matters  outside  the  scope  of  this  Resolution,  she  shouldn't  be 
asked  about  that.  She  should  be  asked  about  matters  within  the 
scope. 

The  Chairman.  Senator,  we  have  provided  everyone  with  wide 
authority  here,  and  I'm  going  to  ask  again.  She's  indicated  that 
other  than — and  if  the  witness  wishes  to  correct  the  testimony  or 
reflect  on  it — an  occasional  how  are  the  kids,  et  cetera,  that  she 
has  not  spoken  to  him.  Is  that  a  fair  statement? 

Ms.  Wright.  I  am  still  a  bit  confused  about  why  we  are  having 
this  conversation,  so  I  am  going  to  try  to  see  if  I  can 

The  Chairman.  I'll  tell  you  what,  because  I  have  a  document 
here  that  says  "L.D.  Brown,"  what's  that? 

Mr.  Chertoff.  "Used  to  be  in  Governor's  security — Concerned  re: 
what  he  would  say."  And  it's  headed  "Lasater/ADFA." 

The  Chairman.  Where  did  we  get  this  from? 

Mr.  Chertoff.  You  have  indicated  it  came  from  the  campaign. 

The  Chairman.  Where  did  you  get  this  from? 

Mr.  Chertoff.  We  got  it  from  Mr.  Kendall's  production. 
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The  Chairman.  We  got  this  from  Mr.  Kendall's  production,  ap- 
parently came  from  the  campaign.  You  were  there,  we  have  this, 
we  are  following  this  line.  We  are  asking  you,  did  you  have  occa- 
sion to  speak  to  L.D.  Brown  with  respect  to  either  the  Lasater  mat- 
ter, campaign  matters,  damage  control,  et  cetera. 

Senator  Sarbanes.  No,  no,  no.  The  Lasater  matter,  I  think,  is 
within  the  scope  but  not  the  other  things. 

The  Chairman.  I  am  not  attempting  to  draw  you  into  a  situation 
where  you  saw  him  at  a  gathering  and  said  hello  or  you  asked  how 
are  the  children,  or  the  pleasantries.  Did  you  have  occasion  to 
speak  to  L.D.  Brown  after  the  29th  or  late  March,  after  you  came 
on  to  the  campaign  team? 

Senator  Sarbanes.  Is  this  about  Lasater/AFDA  matters,  as  this 
memo  is  headed? 

The  Chairman.  You  know  something,  Senator,  if  indeed,  Ms. 
Wright  had  no  conversations  with  him,  she  will  tell  us  she  had 
none.  Now,  she  indicated  previously  that  she  does  not  recall  any 
and  that  the  only  ones  that  she  may  have  had  were  those  that 
would  be  normal  with  somebody  who  is  working  with  the  Governor 
who  she  might  bump  into,  say  hello  or  how  are  the  children.  So  I 
am  asking  that  question  again.  Do  you  recall  having  any  specific 
conversations  with  L.D.  Brown  as  it  relates  to — let's  start  being  a 
little  more  specific — Lasater. 

Ms.  Wright.  No,  sir,  it  would  never  occur  to  me  that  L.D.  Brown 
would  be  a  source  of  any  kind  of  information  about  Dan  Lasater. 
I  have  no  imagination  why  one  would  ask  him  about  Dan  Lasater. 

The  Chairman.  The  only  reason  I  mention  Lasater,  specifically, 
is  because  we  have  here  a  memo,  "Lasater/ADFA."  This  comes  from 
Mr.  Kendall's  law  firm.  And  it  indicates  L.D.  Brown — his  name  is 
there.  Now,  you're  the  damage  control  person,  you  were  working  on 
the  campaign.  Did  you  attempt  to  make  contact  with  him  with  re- 
spect to  damage  control? 

Ms.  Wright.  I  have  already  said  that  that  is  jibberish,  it  is  unre- 
lated, it  was  written  by  people  who  didn't  know  how  to  make  A  and 
B  follow  each  other.  It  wasn't  anything  I  dealt  with.  I  knew  about 
the  State  Police  Communication  System,  I  knew  who  to  contact  on 
my  own.  I  didn't  need  someone  who  barely  knew  where  Arkansas 
was  putting  L.D.  Brown's  name  on  a  piece  of  paper  to  guide  me. 

I  never  spoke  to  Mr.  Brown  about  anything  substantive  except 
that  I  did  have  a  genuine  interest  in  his  wife  and  children. 

The  Chairman.  Fine.  We  understand  that.  And  you  never  sent 
anybody  to  speak  to  him  about  anything  of  any  substance? 

Ms.  Wright.  Mr.  Chairman,  I  am  aware  that  he  has  alleged  in 
right-wing  publications  that  I  sent  someone  to  talk  to  him.  I  as- 
signed no  one  to  talk  to  him.  There  was  a  person  who  worked  with 
me  who  did  end  up  talking  to  him  occasionally.  He  did  send  me 
messages  back  through  her.  And  nothing  that  I  can  recall  of  that 
had  one  iota  of  connection  or  relationship  to  anything  within  the 
scope  or  interest  of  this  Committee.  It  barely  did  to  me. 

The  Chairman.  When  you  said  he  sent  you  back  messages  from 
this  person,  did  this  person  work  for  you,  work  for  the  campaign? 

Ms.  Wright.  Yes,  sir.  Yes,  sir. 

The  Chairman.  On  the  campaign? 

Ms.  Wright.  Yes,  sir. 
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The  Chairman.  What  message  did  he  send  back  to  you? 

Ms.  Wright.  I  have  not  gone  back  to  try  to  refresh  my  mind.  I 
don't  carry  it  around.  I  know  it  had  nothing  to  do  with  Madison 
Guaranty,  ADFA,  Dan  Lasater,  Jim  McDougal,  whatever  the  scope 
of  your — I  know  it  didn't  have  anything  to  do  with  this  Committee's 
interests. 

The  Chairman.  We  have  no  further  questions.  I  believe  we  have 
concluded. 

Senator  Sarbanes.  Mr.  Ben-Veniste. 

Ms.  Wright.  Thank  you. 

Mr.  Ben-Veniste.  I  will  only  take  a  New  York  minute  as  opposed 
to  a  Majority  minute. 

The  Chairman.  It's  a  New  Jersey  minute  now. 

Mr.  Cohen.  In  that  case,  you're  done. 

Mr.  Ben-Veniste.  Almost.  The  involvement  of  your  office  in  the 
selection  process  for  the  bond  underwriting  was  nonexistent,  is  that 
your  testimony?  You  did  not  try  to  get  Mr.  Lasater  to  get  selected, 
and  you  did  not  try  to  knock  out  Mr.  Lasater? 

Ms.  Wright.  That  is  correct,  we  were  not  involved  in  the  selec- 
tion. 

Mr.  Ben-Veniste.  Both  of  those  propositions  were  put  to  you: 
Whether  you  tried  to  get  the  business  for  Mr.  Lasater,  you  have 
said  no;  whether  you  got  involved  in  trying  to  knock  Mr.  Lasater 
out  because  Mr.  Chertoff  has  read  you  some  headlines  about  Roger 
Clinton  testifying  at  trial  where  Mr.  Lasater  gave  him  a  loan  unre- 
lated to  anything  improper,  that  also  did  not  concern  you;  is  that 
correct,  because  you  did  not  make  the  decision  of  who  to  select? 

Ms.  Wright.  That's  correct. 

Mr.  Ben-Veniste.  And  finally,  with  respect  to  Mr.  Lasater,  even 
if  somebody  in  some  law  enforcement  capacity  had  expressed  some 
interest  in  trying  to  run  a  sting  operation  against  him,  as  Mr. 
Chertoff  suggests,  that,  in  your  view,  would  not  provide  the  basis 
for  your  office  to  try  to  knock  out  E.F.  Hutton  &  Company,  and  ev- 
erybody else  associated  with  this  bid  proposal,  on  the  basis  of  that 
kind  of  a  rumor;  is  that  correct? 

Ms.  Wright.  That's  correct. 

Mr.  Ben-Veniste.  Nothing  further. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  No. 

The  Chairman.  I  want  to  thank  counsel  and  I  want  to  thank  you 
for  coming  in.  I'm  sorry  we  went  longer  than  anticipated.  We  stand 
in  recess  until  Tuesday  at  10:00  a.m. 

[Whereupon,  at  6:16  p.m.,  the  hearing  was  adjourned,  to  recon- 
vene at  10:00  a.m.,  on  Tuesday,  April  30,  1996.] 

[Appendix  for  record  to  follow:] 
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JIM  rfcDOUGAL 
?.  0.  Box  1583 
Lit Els  Rock,  Arkansas  72203 


January  20,  1936 


is.   Janie  Sanders,  Collector 
/Marion  Count*/  Cour chouse 
"YeilTiile,  Arkansas  72537 

Dear  Ms.  Sanders: 


R 


I  am  having   a  heck-oc-a  hard   time   keeping   up   wish 
che  people  who  owe  us   on   the  various  r.Tr.ice  water 
re  keeping    their   taxes   paid. 


d£   there   is   any  way    that  you  can:  advise  me  as    to   as 
liacoencies    ir,   the  White  Wacar  Subdivision.    I  will 
aooreciate   it. 


Sincerely, 

Jim  McDougai    ""  ^ 


m/ss 


2448 


Depo  oH  Betsey  _W  right  In  Re:  Whitewater  January  26.  I99j  cr:63422.0 


CI  I  (.'     Did  >/n  my  anything  mure  to  you  during 

i:::    thai  ii»i\rr\uiu»i  about  the  puking  up  of  this  cash 

Page  J  I  •» 
in    ji  thr  bank  nr anything  Mr  LinJtey  ■■aid  to 
1:1  A     No.  I  think  that  is  ail  I  rememb 

:'  Q     //»>/  ii ..-«/  in  \acuum  \itur  knowledge  about 

•i     //»/«  mam  r 

"i  MK.  COHEN       Whai  a  strange  word  io  hear 

if i    lUimnx  from  \ou   Thai  can he  used  in  an  innocent 
i"l    way.  I  understanj  / 

IS!  MR.  GILFFRA;     dome  people  sa> 

!«!  BY  MR.  GIL  FFFVA:  s^ 

i  i ot  Q     Did  you  recall  anythmg/nore  ahout  your 

1 1 1 1    conversation  »  uh  Mr.  Lindsiy? 
1121  A     No.  /  / 

II 'I  Q      Haw  youispoken  p anyone  rise  about  litis 

IMi     iiinversaimn  you  had  wiiU Ms.  Cooper  and  then  the 
|l.<|     conversation  withlMr  Lihduy.  other  than  Your 
mm    lanyrr?  I  / 

If!  A     And  I  just  now  remembered  it  and  told  him. 

li*i  MR.  C0HE>':     Other  than  >our  lawyer. 

I)"l  BY  MR.  GIUFFRA: 

!20l  O     Did  \ou  dlsius.\  this  with  the  Independent 

i::i     Counsel''  * 

::i MK.  COHEN       None  of  \ our  business  what  she 

f>a«\3:0 
in    has  discussed  w  uh  theVJnde^endent  Counsel.  It  would 
::    be  in  m>  judgment  a  i  loJauoli  of  all  sons  of 
i.'i    things.  \      \ 

Mi  MR.  GIUFFRA:      w\actuall>  have  asked 

I.<|    witnesses  whether  the\  have  ih  facrwid  this,  this 
o     has  been  in  public  testimony .  *  hat  ihev  have  told  the 
f    Independent  Cnunsel. 

1*1  MR   COHEN        Before  I  would  let  her  answer 

!"|    that  question.  I  would  have  to  consult  with  people  as 
no:    to  the  Independent  Counsel. 
in,  BY  MR.  GIUFFRA 

1 1 ::  <J      Is  there  any  documentation  reflecting  this 

1 1*|     communication  with  Ms.  Cooper? 
IMi  A      No. 

,  .*  (J      Why  did  your  role  change  between  the  - 

iihi  A     Wait.  I  dfon't  finish. 

(.'      Okay.  G.»  ahead 
i>  A      I'm  in  trouble  again,  aren't  I? 

MK   COHEN)      Not  at  all. 

::oi  BY  MR.  GIUfFRV-. 

121 1  Q      You  have  the  Cooper  conversation  and  the 

I"!     Lindsey  ion\rrsati\m. 

J    Page  321 
Well,  then  there  is  a  third  conversation. 


."Am  try  the  FBI? 
A     No. 


Did  you  report  what  Mr.  Sash  said  to 


Q      You 
Mr  Ltndsi  \  _.■  i  ut puking>tp  i ash  :rom  the  Prrr\ 
County  Bank  in  connection  \ib\the   90  i.ampatgn  ' 

A     That's  all  I  remember. 

/  remember  any  ci)u\Trsation  h  i//i 
about  pittujr  up  conversJuon  from  the 


Q 

an\one  el 

Pern  Counn  Bank? 


I  was  having  a  coavevsation  at  some  point,  and  I 
don't  i  eniaubei  where  or  why  or  how  or  what  the 
subject  was.  but  the)  issue  of  the  '90  campaign  came 
up.  I  was  talking  jojBob  Nash,  and  he  told  me  that 
once  Bruce  had  asked  him  to  go  to  Perry  County  and 
pick  up  some  ge«  out  the  vote  cash  for  him.  That's 
all  I  know  about  that. 

<J      Tlial  s  all  In  said.  Did  In  su\  a  lielher 
Mi    -  Jul  Mr.  Sash  indicate  he  had  been  asked  ahoui 


Page  j:: 

I  A     Not  so  far.  I'm  doing  nvj  best. 

i:i  .MR.  COHEN:      She  went  frofq  remembenne  no 

131  conversations  to  three  conversations. 

Hi  MR.  COLE:      It  is  skillful  eximiValionW 

I5i  Mr.  Giuffra.  \         1 

lei  MR.  GILFFRA:     Thanks.  I  appreciate  L 

H  MR.  COHEN:      I  think  the  record 

i*:  Ms   w  right  who  remembered  the  conversations,  look 

i 
l»l    break  and  then  disgorged  them.  / 

1 101  B'l   MR.  GILFFRA:  / 

1 1 1 1  Q      Why  did  yuur  rule  ihunge  between  kite   SS 

I  III  campaign  and  the  '90  campaign''  Or  was  if  the  S6 

1131  campaign  ?  / 

I  hi  A     Why  did  my  role  ch 

1 1 5 1  Q     Because  you  hecapni  the  state  par 

I  lei  chairman  ?  Why  wernytyou  as  actively  tnvtdved  in 

I I  "I    the  campaign  ofyQ  as  opposed  to  prior  yearsy 

1 1  si  A     I  didn't  manage  ill?  90  campaign,  and  I  had 

I I  o  i    managed  the  prior  years. 

I— 01  Q     Again .  you  have  no  -  in  terms  of  the  wav 

III  |    that  those  withdrawals  were  done  for  the  get  out  tin 

I" I  vole  drives .  you  don  1  ha\r  anv  sense  as  to  how  it 
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1 1 1  could  have  been  done  differently  ? 

|2|  A     I  don't  know  how  they  did  it. 

131  Q     Did  Mr.  Sash  indicate  to  you  what  use  was 

HI  made  of  the  money? 

151  A     No. 

ioi  Q     Do  you  have  any  idea  i>  \i  what  use  ■ 

|7|  made  1 1)  the  money?  \    \ 

1 8i  A     No.  I  didn't  have  any  further  discussion 

Hi  with  him. S  \ 

1 101  Q     Last  question.  Why  did  your  riHe  -  why 

1 1 1 1  were  you  no  longer  the  Governor 's  campaign  manager 
U2|  A     Well,  I  left  the  Governor's  sta/Ttoward 

i  i.'l  the  end  of  1989.  though  I  didn't  technically  go  off 


a  W  »> 


1 1  j i  the  payroll  until  January  of  '90.  So  I  was  no  longer 

I  I5i  working  for  him,  and  I  didn't  want  to  run  the 

I  mi  campaign  in  '90. 

1 1 "I  Q      Who  heiame  the  campaign  manager'' 

I I  si  A     Gloria  Cabe. 
Iini  <J      C-a-p-e'' 

l2oi  A     C-a-b-e. 

i2,l  (J      Ha\i  \ou  ivei  spoken  lo  Ms    Cabe  about  tin 

1221  withdrawal  o/  cash  from  the  Perry  Counn  Bank.' 
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||7| 

mi 
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I20| 
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Depp  of:  Betsey  Wright  In  Re:  Whitewater  January  26.  199*  cr:i3422.0  xmax,.m  >. 

Mm.  Clinton  about  David  Hale?  •  1  l«»l  Q     Are  you  someone  who  has  a  good  memon. .■' 

MK   COHEN      Is  (here  anything  else  other  i:oi  A     On  some  things,  not  on  numbers.  Anything 

than  what  you  said?  i:ii    that  has  numbers  I  don't  remember. 

TT7! ~-^£     Is  Mrs.  Clinton  someone 


|7| 

III 
|9| 
1 10| 
MM 

u:i 

1131 

11*1 

1151 

HOI 

in 
mi 

1191 
|20| 

i:n 

1221 


HI 
121 
HI 
|4| 
151 
161 
|7| 
HI 
|9| 
1101 
MM 
|I2| 
1131 
|U| 
MSI 
1161 
|I7| 

mi 


THE  WITNESS:      That  s  it. 
BY  MR.  GIL'FFRA: 

Q      Where  were  you  atjnc  lime  ot  this  phimi 
calf 

A     At  my  hou 
Q     In  Washington.  DC 
A     Lh-huh,  yes. 

Q     Do  you  recall  any  otper  discussions 
January  20,  /99S  with  President  Clinton  about 
WhitewaterfMadison-r/tated  matters  ? 

A     I  had  one  conversation  with  him  on  a  topic 
which  probably  has  nothing  to  do  with  a  strict 
definition  of  Whitewater- Madison-related  matters, 
though  it  is  synonymous  in  my  mind,  and  that  is  how 

|  J     '    Page  153 

on  earth  was  Ifgoing  to  pay  for  the  legal  bills 
associated  with  this. 

Q    \Any  other  conversations  that  you  can 
recall*   I  j 

A     That's  the  only  one  I  can  recall. 
MR.  COLE       Before  we  leave  this 
conversation  regarding  David  Hale  - 

MR.  GIL'FFRA       I  know  what  you  want  to  ask. 
That's  what  Km  going  to  get  into. 
BY  MR.  SILFTOA: 

Q      What  aid  President  Clinton  say  to  you  ahoui 
Mr.  Hale 's  alleraH(ms\ 

MR.  COLE:      You  are  on  the  right  track. 
THE  WITNESS:   NJttcouldn  t  figure  out  what 
he  was  talking  about. 
BY  MR.  GIUFFRA: 

Q     Did  the  President  indicate  he  believed 
these  allegations  were  false? 

A     We  knew  they  were  false.  We  all  knew  they 
were  false.  We  couldn't  figure  out  what  he  was 
hanging  it  on  though. 

Q     Did  the  President  es-er  indicate  to  you  that 


'ha  a  timid 
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he  had  eiet  met  Jim  McDougal  and  David  Hale  on  an\ 
occasion\tot ether  ? 

A     |So,  He  asked  me  whether  I  could  remember 
if  he  had  ever  met  with  them. 

Q     Did  tne~i,ii.\uitiu  mdieatetn  vim  whether 


1*1 

15: 

lei 

n 
in 

|9| 
1 101 

nn 

1121 

M3| 
|I4| 

1151 

IIM 

in 

-H*t- 
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memory  ' 

A     I  don't  Ch 

Q  Do  you  reedtkanythtng  mure  about  \nur 
conversation  with  the  President  and  Mrs,  Clinton 
ahouf&axjd  Hale,  just  anvlhing  ? 

A     That**  it.  We  wereHust  in  total 
perplexity  about Vhat  on  earth  this  guy  was  talking 
about. 

Q  And  you  knew  thai  the  allegation*  related 
to  a  $300,000  loan  that  had  been  made  to  an  entit\ 
that  was  controlled  hy  Susan.  McD<\ugal :  is  that  right  * 

A  Actually,  I  don't  think  »f  knew  that  much 
about  it  at  that  point.  But  it  Was  some  loan  that  he 
thought  Bill  -  he  was  claiming  Bill  got  him  to  make 
or  something  like  that. 

Q     When  did  you  first  learn  o(\ 
investigation  of  Mr.  Hale,  i/yviu  know? 

A  I  would  only  have  learned  of  it  from  the 
press.  /        / 

Q     Did  there  come  a  tunc  wljen  you  learned  thai 
the  RTC  was  mvestigaitngArladisfn  ? 

MR.  COLE:     Thai's  a  very  difficult  question 


ge  156 

if  you  don't  distinguish  betweeiiRTC  regular 
exarrunatjons^which  they  do  of  alhtavings  and  loans 
or  arefyou  talking  in  terms  of  civil  liability? 

B»  MR.  (jIUrrRA! 

Q     Do  you  recall  any  investigations  hy  the  RTC 
with  regard  to  Madison  relating  to  civil  or  criminal 
liability? 

Are  we  talking  about  Ja\ 


MR.  COHEN: 

Stephens? 

MR.  GIUFFRA 
MR   COHEN: 

issue? 

MR.  GIUFFR 
MR.  COHEN 

know. 

BY  MR.  GIL'FF 
Q     Did  there  ci. 

an  imve*ugatitm  hy 


Let's  go  back 
Is  this  the  RTC  referral 


Yes. 

et's  tag  the  issue  so  we 


he  had  eyer met  wuh  David  Hale?  j  li»l 

A    Did  I  know  whether  he  ever  had?  i:oi 

Q     Did  he  indicate  to  you  whether  he  had  ever  |2I  | 

met  with  \hun  ' 


A     He/clearly  couldn't  tejiienibei  any  such 
meeting]    / 

Q    Wr  couldn  't  remember  anything  about  an\ 

contacts  ft*  might  have  hod  with  David  Hale:  correct'' 
A     Other  than  the  informal  running-into-him 
context. 

Q     Is  the  President  somebod\  who  has  j  gooj 
memory  ? 
A     Yes. 


[me  when  you  learned  i 
1c  RTC  that  ultimately  led  in 
certain  criminal  referrals  being  made  to  tin 
Department  of  Justice? 
A     Yes. 
Q — VOum  did  vuu  learn  of  tills  investigation. 
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1 1 1  RTC  investigation  ? 

i:i  A     Well,  the  first  time  I  heard  about  it  was 

i  M  in  the  fail  of  1 992,  and  at  th?'  point  I  regarded 

|4|  it  -  there  was  no  way  to  verify  it.  So,  I  didn't 

|5|  know  whether  it  was  true  or  not.  I  now  know  that  it 

in  was. 

|7|  But  in  about  September  or  October  of  '92. 

im  some  RTC  official  at  a  cocktail  party  in  Kansas  City 
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1 1 — i 

1 1  S| 

11*1 

1201 

i:u 


told  somebody  who  supported  Bill  Clinton  from 
California  who  was  visiting  in  town  that  they  had 
just  sent  a  criminal  referral  up  to  the  prosecutor  in 
Little  Rock.  And  that  is  all  I  was  given  over  the 
phone.  I  vtent  scrambling  trying  to  find  out-<hai  on 
earth  they  were  talking  about. 

{>     Win  •  i\  u.i  the  person  tluiijtdntai  nd  you  ? 

A     A  friend  of  this  person  from  California  who 
was  at  the  cocktail  parts  »Hli  somebody  from  the 
RTC.  '  / 

Q     Who  u.;>  the  piftsoii  thai  coniai^elfxiiu?  The 
name''  i 

A     I  don' I  remember  the  name. 

(J     Sti.  there  wtis  a  perso/from  California  »7m 
•  Page  I5« 
allied  xou:  <  orreetc  I 

A     A  friend  (of  a  person  from  California. 

(J     A  friend  of  a  person  from  California. 
Where  does  the  Men  J  rtfiidc? 

A     I  think  in  California. 

Q     So  afriehd  of'ii  person  xou  knew  in 
California  tailed  ion  -  \ 

A      I  didn  t  Know  them.  I  was  fairly  high 
visibility  as  somebody  who  was  dealing  with  Bill 
Clinton's  person  and  personal  defense.  So,  I  didn't 
necessarily  have  to  know  them. 

(J      Tlie\  latliJ  \\u.  a\j  this  person .  was  u 


•  at  tin 


ttlllg 


party  did  not 


in  Kansas  Cm'. 


tin  tin  thiol  tlu  per*, 
toiklail  part\  m  Kansas 
i  onfused 

A     The  person  at  I 
call  mr. 

Q     The  cocktail  party 

A     Correct. 

(J      And  at  tlu  <  ocklail  pam  some  RTC  ttffit  lal 
said  tlu  a  had  been  criminal  referrals  made  or  a 
i  rimmal  referral  - 
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A      Involving  the  Clintons. 

(J      Tins  person  in  Kansas  City  .  mis  thai  the 
■*mte  person  who  teas  in  California  or  was  it  a 
different  person?   ~ 1 

A     This  is  it  uch  ado  about  nothing,  since  the 
referral  never  cai ie\to  light.  But  the  first  time  I 
ever  heard  of  a  ci  imlfial  referral  regarding  Madison 
Guaranty  was  when  < >—»iv»/t  a  «*a,||  from  a  guv  in 
California.  He  h  d  been  told  by  another  person  in 


I  101 

mi 

he 
II2| 
RTC 


So.  it  H«i  a  September-October  phone  call? 
Correct. 

You  were  in  the  campaign  headquarter*  when 
Pitt  160 


l«l 
1 101 

mi 

n:i 

1131 
I  Ml 

1151 
1 101 

I  > — 1 

1181 
1191 

i  -or 


yofa  tut  the 

A     Correct. 

Q      Wli,  i  aid  \ou  adxiHtuit  this  phone  {.all  at 
the  campaign 

A     Probably  nobody. 

Q      iuu-n*Kgr  spoke  to  Mr.  Linltsey  about  tin 
fact  that  there  mightmKthis  criminal  rttferral 
naming  the  Clintons  as  Kul 

A     I  don't  know  why  I  Would  hav^ 

Q     Did  xou  - 

MR.  COHEN:      Youunders:. 
son  of  slopped  the  question:  the  naming  ihen 
witnesses  didn  t  come  from  her 

MR.  GIL'FFRA:     Just  mentioning  <he 
Clintons. 

BY  MR   GIL'FFRA: 

Q     Did  you  speak  to  anyone,  anyone  m  i 
campaign,  outside  the  campaign,  anyone,  ahitut  this 
telephone  call  xou  had  received  regarding  anjRTC 
criminal  referral  mentioning  the  Clmtiiis 

A     I  called  a  friend  who  was  a/rimifbl 

defense  attorney . 

Page  161 

(.'      Wtio  mm  that? 

A     And  I  asked  hinv> 

Q     Who  Hasthjirftwnd? 

A     Let  mffinish.  I  asked  him  wheU 


there 


i:i 
i.'i 
HI 
151 
lei 

n 
l«l 

|9| 
1 101 

mi 
n:i 

H3I  terms  of  defense  work  ? 

I  Ml  A     No.  I  think  that  is  the  only  time  I  ever 

lisi  talked  to  him. 

Ilol  Q     Who  is  Bill  Wilson? 

I  Pi  A     He  was  a  criminal  i 

1 1 8 1  Little  Rock  at  that  time. 

nai 0     S<m  he  is  a  federal  i 


w-as  any  way  to  find  out  wliWllW  there  wasany  grand 
jury  consideration  of  anything  that  we  could  know . 
and  he  told  me  no.  because  those  things  would  always 
be  in  secret.  So  there  really  wasn't  any  way  for  me 
to  find  out  if  there  was  anything  there  or  not. 
His  name  was  Bill  Wilson.  He  was  an 
attorney  in  Little  Rock. 

Q     Was  Bill  Wilson  involved  ui  your  efforts  in 


attorney  in 


California  that  this  other  person  in  California  had 
returned  from  Kansas  City  on  some  business  where 


had  attended  a  cocktail  party  where  a  person  from 

had  told  him  thai  tiere  had  just  been  a  criminal 
referral  regardin  1 1  savings  and  loan  official  in 
Arkansas  and  it  involved  the  Clintons.  That's  the 
totality  of  what  I  was  told. 

(J      Tin  >  phone  call  m  ciirred  before  the 
elation: 

A      Absolutely . 


|30|  A     Correct. 

Ill  I  Q     He  was  a  law  partner  at  the  Wright .  Linds 

\ZZ\   firm  with  Mr.  Engstrom? 

Page  162 


ill  A     No.  Mr.  Engstrom  is  not  at  Wright. 

i:i  Lindsey. 

13 1  Q     Is  that  where  Mr.  Wilson  was? 

Hi  A     At  Wilson.  Engstrom,  whatever  it  was.  Hi- 

|5|  has  now  left  that  firm   It  is  a  different  name. 

Id  Q     Did  \ou  regularly  speak  to  -  \trike  that 

|7|  Did  xou  speak  with  Mr.  Wilson  about  defense 

mi  mailers  during  tin  campaign: 

l»i  A     No.  I  didn't.  Fortunately  I  didn't  know  a 
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I  ioi    whole  lot  of  criminal  defense  lawyers.  I  knew 
1 1 1 1    Mr.  Wilson  represented  Roger  Clinton.  Therefore  I 
1 12|    knew  he  was  someone  who  practiced  criminal  defense 
1131    work  in  federal  courts.  So  I  just  calledtj] 
ini    thereaway  to  know,  is  there  a  Duhficrecord  i 
H5|    this.  The  answer  was  no,  tl| 
1161    it. 

1 1 ''I  Q     Did  you  speat to  anyone  else  other  than 

|I8|    Mr   Wilson  about  (tie  allegation  of  an  RTC  - 
1 1<)|  A     Not  thai  I  can  remember, 

i:0l  Q     Have  you  ever  snokery 

1211  A     To  i*l I  you  the  truth,  the  words  "RTC" 

1221    weren't  mentioned.  The  person  was  RTC.  but  I  didn't 
J  /age  163 

make  the  connection  that  it  was  an  RTC  referral  at 
that  tima 

Q     You  had  no  other  conversation  with  anyone 
else  abojt  -  strike  that. 
Did  there  cornea  tune  when  you  discussed 
the  fact  thiii  this  communication  from  California  with 
regard  /<f  criminal  referrals  regarding  the  Clintons 
and  an  S&L  person  with  anyone  other  than  Mr.  Wilson  ? 
You  tuenttfied  that  contact.  Was  there  anyone  elsi  ' 

A      I  don't  think  I  did.  I  can't  recall  doing 
so.  Usually  when  I  couldn't  verify  things  I  did.,  t 
proceed  on  them.  I  did  think  that  it  was  highly 
improper  for  an  official  to  be  talking  about  a 
criminal  referral  at  a  cocktail  party .  With  that  in 
mind,  I  did  once  mention  it  to  Mr.  Kendall  after  he 
had  been  hired.  But  itVas  so  cold  and  so  long  ago 
that  it  was  gone.    \     \ 

Q     Did  you  ask  Mx^Wilson  to  take  any  actions 
with  regard  to  the  criminal  referral  ? 

A     No  I  asked  him  whether  there  was  a  way  to 
find  out  about  it. 

Q     Do  you  know  whether  Mr.  Wilson  contacted 


III 
121 
13 1 

l<l 
151 
161 
|7| 
ISI 
|9| 

t  tot 

mi 

|I2| 
|I3| 
|I4| 
1151 
1161 
|I7| 
M8I 
1191 
|20| 
1211 
1221 


III 
|2| 
131 
|4| 
ISI 
161 
PI 
181 
|9| 
1 10| 

mi 

1121 

1131 
I  Ml 
1 15| 
1161 
|I7| 
1181 
||P| 
1201 
1211 
1221 


Page  164 
anyone  with  regard  to  this ? 

A     He  said  there  wasn '  t  any  way  to  know 
anything  about  it. 

Q     Other  than  this  communication  with  the 
person  frSh\  California  about  a  criminal  referral 
during  the  aampaign.  did  you  have  any  other 
communication  with  anytme  about  criminal  referrals 


A     1 1  eniembei  ed  I  asked  Hillary  if  she  was 
aware  «<j»ny  fH—d  of  than  »i"  »■'  ■■»  »  ««ingt 


PI 

181 
|9| 
1101 

mi 

1121 
|I3| 
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anything  I  have  thought  about  for  a  long  time, 
frankly . 

Q     Do  you  think  you  spoke  to  Ms.  Luii  h  ahum 
•  criminal  referral ' 
^remember  doing  so. 

3vr  staff  meetings  w  ith  the  other 
members  of  your  defense  group  during  tin  tampaign  i 
which  you  would  discus 

.More  team  meetfc 

Q     Did*\tc>u  have  team  h\eettng<.  to  discuss  tin 
allegations  thatwtire  being  i 

A      Yes. 

Q      You  don  t  recdtl  raistng\his  issue  of  tin 
criminal  referral  at  the  team  meeikig  ' 

A      I  don't  reniemberXdoingso.  I  didn't  havr 
enough  to  go  on.  It  is  only  in  hindsight  that 
realized  the  real  significance\of  it 

Q     Do  you  know  Paula  i 

A      I  do. 

Q     How  do  you  know  Paula  Clise\ 

A      Democratic  party  aciivitii 

Q     In  Arkansas?  I        j 


Page  \bf 
A     Correct. 

Q      What  do  you  knot/  jbouj the  appointment . 
Paula  Casey? 

A     I'm  sorry? 

Q      What  dtufou  know  about  the  appointment  i  >l 
Paula  CaseyafU.S.  Attorney'. 
Nothing. 

Q — Did  you  haw  an 

her"" 


■  appointment  i 


A     None. 

MR.  COLE:      Do  you  knovt  whether  Gov  ernoi 
Clinton  had  any  role  in  the  appointment  of  Paula 
Casey  as  U.S.  Attorney'1 

THE  WITNESS:      Does  the  President  do  the 
appointment? 

MR.  COLE:      Other  than  the  obvious. 
THE  WITNESS:      My  assumption  was  that  since 
Bumpers  that  it  was  a 
Senator  Bumpers.  That  \»as 
vhad  known  Paula,  she  had 
Ived  with  the  Clintons  on 


and  loam  business  who  migh  be  under  criminal 
investigation,  and  we  couldn't  think  of  anybody . 

Q     Tnis  was  a  conversation  you  had  with 

Mrs.  Clinton  during  the  '0?  cnmpotvn  ,  Was  it  -  the 
same  tim  •  ytui  spoke  to  Mr.  Wilson  xou  spoke  to 
Mrs.  Clii  ion:  correct? 

A      I  mean,  it  wasn't  at  the  same  time,  but  it 
was  in  tli  at  time  period. 

Q     Prior  to  the  election  ?  Prior  to  the  '92 
fleet  ion  ? 

A     Yes. 

Q     Dui  you  speak  to  anyone  cist  '.' 

A     I  don't  laiiaubei  anvbodt  else.  This  is  not 


she  had  worked  for 
courtesy  appointment 
my  assumption.  Wh 
never  been  that  closely 
their  campaign 


Page  161 
BY  MR.  Gil  FFRA: 
Q     Do  you  know  Brent  Bun 
_A I  have  met  him,  and  he  1 


takes  very  good 


Hi  cookies.  Have  you  had  them,  the  Brent  and  Sam 

|5|  cookies? 

'N  Q      Ha\T  you  ever  spoken  to  anyone  - 

I'M  A      It  is  his  business.  Thai's  mainly  how  I 

I8i  know  him. 

|9|  Q     Ha\r  you  rirr  spoken  to  Mr  Rtnnpi  i «  ohm 

1 101  anything  having  to  do  with  Whitewater  or  Madison 

1 1 1 1  David  Hale.  Brent  Bumpers  ' 
|I2I  A      No. 
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SECTION   ;.      ?Ci:CI   COMMUNICATION  SYSTEM   FINANCING 

Sec  forth  below  are  some  of  che  alternatives  which  the  Arkansas  State  Police 
Commission  say  ucilite  in  acquiring  the  proposed  communications  systems.  The 
information  which  follows  is  intended  to  provide  you  with  a  summary  cf  the 
items  which  our  fira  and  the  firm  of  Lacacer  and  Company  believ«  ;o  be 
attractive- — altAgaatJ  w<  for  the  Police  Commission  comm,unica.t±on  equipment 
financing. 

FINANCING  STRUCTURE 


From  our- review  of  the  needs  of  the  Commission,  it  is  fairly  clear  that  there 
are  two  basic  structures  which  the  financing  of  the  acquisition  of  the 
communications  system  can  take.  The  first  of  these  structures  would  involve 
the  issuance  of  long  term  fixed  race  tax-exempt  bonds.  The  second .  .structure 
involves  the  issuance  of  tax-exempt  Certificates  of  Participation  in  a  lease. 
Each  of   these   structures   is   more   fully  described    below: 

TRADITIONAL  BONE   STRtXTVivE 

The  Issuance  of  long  term  fixec  rate  bonds  is  an  alternative  which  the  State 
Police  Commission  can  probably  accomplish  without  significant  changes  in 
legislation     or     procedures.        Basically,      che      Commission     would      issue      bonds 

through   an~-app-r-ep-y-^»ee — seaee    agesey,    the — "Iseuer*  ■ ?&e— p-r»eeed-s^of    the    bends, 

would  be  used  tc  purchase  the  ccmsunicaticne  system  from  the  chosen  vender. 
The  Commission  through  the  appropriate  issuer  of  che  bonds  would  agree  to  make 
~-~^"-' .  srf  fici-ct  zn  say  the  principal  of  anc  interest  en  Che  bends.  The 
hrr:J»>=lders   would    have    a    lien    on    cne    comauiij.d, c.-.^    i:..:=it:  _£nf    t'-t    re~«-"9* 

pledged''tc    che    bone    issue.      »";;_-e    -<=    ...  .^    ---;  '    "■'    "-'-"    -"'*'"'    -»•.•-'»•..-    of 

chis  alternative,  it  dees  appear  that  there  is  sufficient  legal  precedence  t: 
allow  this  transaction  cs  be  created  as  a  traditional  revenue  bond  financing 
and  — therefore  comply  with  the  constitutional,  legislative,  and—  judicial 
requirements  for  ncn  C.C.  bend  financing  within  the  State  of  Arkansas.  Such  a 
financing  will  most  probably  require  the  use  of  seme  fore  of  supplemental 
security  such  as  bond  Insurance  or  letters  of  credit  in  order  co  make  che 
bonds  more   attractive    to    the   investing   public. 

CERTIFICATES   OF   PARTICIJAIICN 

A  second  and  perhaps  mere  attractive  means  of  financing  the  system  would  be  to 
utilize,  the  sale  of  Certificates  cf  Participation  in  a  ltase.  This  type  cf 
transaction  Is — ttt} — slallat — In  fuia-Lj  a  tvadiiluuai — bun.  rTnancing  .  Kcwever, 
there  may  be  a  substantial  and  a  significant  difference  in  the  legal 
Interpretation  of  a  "lease"  subject  cc  appropriacion.  Basically,  che 
Certificate  of  Partlclpacion  cransaction  (hereinafter  "COP")  would  work  as 
follows.  The  State  Police  Commission  would  find  the  appropriate  Issuer  of 
COP's  (the  "issuer").  The  certificaces  once  scruccured  would  be  sold  either 
through  private  placement  or  to  the  public.  The  proceeds  of  the  sale  of  the 
certificates  would  be  utilized  to  purchase  Che  communication  system  and  the 
Stace  Police  Commission  would  enter  into  an  agreemenc  chrough  che  issuer  of 
Che  certificaces  to  pay  to  che  certificate  holders  an  amount  necessary  to  meet 
principal   and   Interest    payments   on   the   certificates. 
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Ac  you  can  see.  tnis  is  very  siailar  to  the  abce  traditional  financing.  The 
major  difference,  however,  is  that  unlike  a  traditional  bond  issue  in  which 
the  revenue  source  aust  be  ider.cified,  dedicated,  and  pledged  for  the  entire 
life — of  the  transaction,  a  COP  transaction  is  done  subject  to  .annual  or 
biannual  appropriations.  Ve  believe  that  such  a  transaction  acre  closely 
accomplishes  the  goals  and  desires  and  the  standards  and  procedures  of  fiscal 
off icers.  throughout  the  State  of  Arkansas.  Sove\er,  because  a  CCP  transaction 
is  subjeet~to~  annuai  appropriations' ,  rUe  Sai"egua~rg"5  aefCe"srsary "  for  protecting 
the  certificate  holders  are  somewhat  more  stringent.  For  example,  there  is 
Included  in  the  transaction  a  covenant  that  the  commission  will  not  replace 
the  leased  equipment  and  that  the  commission  will  not  use  the  equipment  during 
the  term  of  the—  lease—if  -app-rop-riations— f-o-^ the—  p»ymenes— under __ the  lease  are 
not  aade.  Moreover,  because  of  the  uncertainty,  however  small,  with  respect 
to  annual  appropriation,  it  is  often  necessary  to  obcain  some  form  of 
supplemental  security  such  as  a  letter  of  credit  or  bend  insurance  if  the 
certificates   are    sold   to    the   public. 

FINANCING   ALIZH2ttIIVZ5 

Regardless  of  which  basic  financing  structure  is  chesen,  there  are  several 
innovative  bene  techniques  which  ve  wcuid  recommend  that  the  Police  -Commission 
review  and  utilize.  lach  of  these  items  listed  below  is  designee  to  provide 
the  Stats  Police  Commission  with  increased  flexibility  and  lower  financing 
costs.  Ihe__use  cf  innovative  financing  techniques  implies  a  comm-itaent  on  the 
part  of  investment  bankers  tc  obtaining^  reduction  in  borrowing  cost  on  their 
clients'    behalf. 

Descnceo    c«j.o-   -re    .e.*ri_    .;si,    -h-.l:    ••«    .-lii-;    :h  =    ':.•.'.    ??ii-.e    r—  -isricr 


ANNUAL   USEES    (Pit)    OPTION   BCNTS 

The     benefit     to     the     State     Police     Commission     in     iscleaentine 


would  be  substantial.  A  bono  issue  inducing  put  bencs  will  result  in 
interest  cost  savings  of  approximate!/  If  to  if  basis  points,  a  larger 
potential  arbitrage  amount,  a  significantly  lower  gross  spread,  and 
consequently,  a  lower  financing  rats.  This  type  of  bone  is  discussed  at 
greater  length   in   the   preceding    section   entitled   "Housing   Fiaar.ce." 

CAPITAL  APPRECIATION  BONDS    (CABS) 

The  Artfj-nrat  Hn.,fl<-g  Development  Ager.c  has  successfully  tised  this  financing 
technique  in  several  series  of  its  Mortgage  Revenue  Bond  issues.  The  concept 
has  allowed  AEEA  to  lower  the  True  Interest  Cost  (TIC)  of  its  financings  and 
to  include  only  the  Initial  offering  price  of  the  bonds  (not  the  final 
maturity-vaTue) — trwara"    its    bend    allccatlcn   fo: — rhe   year. ' 

When  this  concept  was  first  introduced  to  the  municipal  marketplace  in  IScI, 
CABs  sold  at  yields  significantly  below  those  of  comparably  rated  and  maturing 
inte"rest  bearing  bonds.  This  crend  has  been  largely  reversed  during  the  past 
several  years,  due  primarily  to  insufficient  call  protection  provided  to 
holders  of  CABs.  At  the  time  of  marketing  the  issue,  it  is  necessary  te 
reassess   whether   interest   cost    savings   will    be   achieved   with  CAfie. 
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LONC-TERfl   FLOATING   -LATE  MONTHLY  DEMAND   3CNSS 
THE    "LOWES   FLOATER" 

The  -rong-cera  floating  race  monthly  demand  bones,  another  Z.I_  Hutton 
innovation,  also  achieves  substantial  interest  cost  savings.  There  is  a  full 
discussion  of  this  *ery  attractive  alternative  in  the  "Housing  Finance" 
section  oi^hls  presentation. 

Additional  information  on  communication  financing  can  be  found  in  the  booklet 
entitled  "Tax-Exempt  Telecommunications  Lease  Financing"  in  Appendix  C  of 
Section  1C-  -  - ■- , 
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Lasater  ^Company 

1     \     V     £     5     T    M     £     N     f"/j£.5     ANKERS 


■•ji:-'    1 :  ,     1  ?  a  ; 


The     Honorable 
Bill    C  I  i  a  c  3  n 

Governor  

State    C  ara  i  -  -a- 1 

Little    Jocic,    A3       7  2  :  C 

Dei:    Coveno:: 

T h a  r. ic  /so  vs:y  such  5 
wish  you  regarding  the  Ji:.y  issues  facing  Arkansas  ar.c  r«li:i-i 
c:  areas  in  which  Lasater  i  Company  car.  ass:*:  you  i-  your 
efforts  t  a  p  r  a  a  o  t  e  a:.:  a  a  v  e  I  a  p  Arkansas. 

I  r.  orcer  t  a  sax  i  site  aurralati  a  r.  s  .-.  •.  a  .  I  believe  t .-.  a  t  it  is 
essential  that  ve  t  a  '<  a  soma  p  a  s  i :  i  v  e  s  t  a  a  3  ::  se:  up  specific 

lines  of  caanur.  ::»:•.::.  ca  enable  aach  our  u  r.  c  e  r  s  i  a  n  c  i  ni__a-?rc 


:."e  o  a  a  o  r  c  j  r.  . :'  to  sic  aown  a-c  v 


cc  a  a  .<  5  s  -  r 


: .-.  a  s  a 


:ts  are  <  a  :  :  o  a  e  r.  a  r.  • 


--a 


tc  a  e  g  i  r.  ,  L  t  ;  ae  s:;;si:  :.-.a:  Lasater  4  Caspar.;'  he  a  c  v  i  s  • 
all  financial  araacsals  e  ?:*"--  \  -  ?  - » ■  *  t  j  t  »  -  f  '.r'.ir.!:: 

s  -  j  3  ;  s  :     c  hi_t — tc  ■■  : — ::a:;:i — at  it  ait — erv  ■  9  u  r — i a  ..  <     -  ■• — -  «  «-  ■  — ■■> 

j:-«r    -s    -os    s::::j.::  ,     i :  : :  a  e  .     r,  r  a  <  e    an  c    ",  a  r.    saucy. 


e  c  c  n  c  .  y  ,    we    .-.  a  •/  s     ciscussac    c  -  a    a  c  a  c  i  s  t  a  e  -  : 


t  a     t  .-ve-    Arkansas     sousing    3  a  a  r  - 
standing     ragarcmg     : .-.  a     appai: 

193;,     i:.:     1    war.:     to     a ;  a : :.     :•; 


ir.    ay     letter    of    Jar.  u 
our    it.  t  e  r  a  s  t    a.v:    a  e  s 


a  a  a  r  s 


Max:,  1  *  :  a  e  s  u  g  g  a  s  :  :ha:  we  believe  i  :  •-•  a  u  1  c  a  e  in  y  a  u  r  base 
is : « y  s :  c  a  senc  a  representative  of  your  staff  ::  e  a  c"H 

Arkansas  nous :nj  anc  Ceveloomen:  study  aeeting  which  usually 
preceeis  che  regular  seating  of  the  agency.   Soraally,  the  stub; 
nesting,  occurs  or.  the  t  h  i  r  c  '«  a  a  n  a  s  c  a  y  of  each  month. 

Fourth,  we  woulc  racassanc  ca  yau  t n a t  competitive  proposals  be 
r  a  a u  i  r  a  c  on  the  u  a  - c  o  a  i  n g  A  K  2  A  r  K A / V  a  financing  t  a  p  e  r  a 1 1  S u t  t  a : 
to  sub  ait  a  proposal.    It  is  iaportant  far  us  ta  kr.aw  that 
because  w»* — h-a-v-e — ara-a-e — a--  ji._  .  ..;ig  .:,  s — r~a~H  -  t  :'5f! — anh  d  ■  .  e  s  J  campaciti' 
proposals  are  acceptec,  it  woulc  leave  us,  Lasater  &  Company, 
in  an  untenable  position. 


DKSN027573 


ill  Louisiana  Sntm  •  L.tr.t  lock.  Arnrau  "II  ■  !0l-'  3  >o-006°- 

Nanonii  Via:  1-oCO  -4-H-oC;:  ■  Munui  »>u.  ■.-3C0-->«:  4-»<*<J 

•  I  Cvgonra  ?'».  >«inow  3  ■  I!0  ;.  3na-iri  3l»j.  ■  ?t.  'juJ«b1ii«.  "'OfiUi  1JICI  •  105.  *»:•  W«8 

N»no«ai  •»«».  I-*W- )::.«::'.  •  ;Ion«  'I/in:  l.dC0-*Ji?'H 

NAiO  VUffte«r  ?vm      Wmoif  i«eurtncl  tnvcinjr  ^iiitv.'iu*  s-jfountiun 
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Cov«:nc:  C 
F  «  5  r  a  a  r  •»  1 . 


.93: 


0  *  a  ifoai  dy  ,  who  -.5  very  familiar  «■■  sh  scare  tovernae  n  -.  an  d  who 

servts  on  she  Cans: isu; lonal  Convension  is  a  loboyiss  iaj 

he  is  available  on  serasegy  or  any  oeher  massers  in  which  ycu 

believe  his  inpus  would  be  •  « f f «c ; ive .   Lee  ae  encourage  you 
S3  call  on  Oas;  his  experience  and  knowledge  is  valuable- 


In  addision,  we  would  be  store  caiaforsable  if  you  would  sa.ke 
she  opporsunisy  or  as*  someone  on  your  sea::  so  sake  she  oppor- 
sunisy Co  appraise  ae  or  ay  sea::  of  any  aceions  ay    you  or 
yoTjT  sea::  prior  so  any  public  announceaenes  so  ehae  we  will 

noe  be  surprised  or  in  sose  inseances  embarrassed  because  of  she 
announceaene ■ 

finally,  I  believe  ie  would  serve  us  bash  we  1 1  s:  have  regular 
a  o  ns  h  i  y  aeeeings  bee  veer,  she  :»o  of  us  so  discuss  she  effe  c_e  s 
of  she  econoev  on  Arkansas-   3  i  - 1 ,  '.    dc  no:  ask  for  s  h  i  s  so  have 
un.due  influence  or  e:  ery  e:  apply  ur.  cue  pressure  so  «gu  :: 
your  Adainissrasicn  hue  because  of  ay  background  in  business  * 

your  effcres  ::  orsacee  a  becrer  cleaaee  is  see  seaee  cf  Arkansas 


Again,  shank  »cu  for  she  oosarsuniev 

»:.::  yc/C~\  snese  psines  and  1    hope  you 
.'  j  :    a  resu.ar  aeeems- 


si:  s 

I  a  c : 


m  anc 

:  a  v  c  r  a : 


cuss 


Rick  1..  Knox 
?  r  e  s  :.c  e  n  e 
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T  He  :'  i  r.  a  n  c  i  n  c  \  will  h  »>  A  \  i  c  uis  5  e  d  *)»  c  h  a  Coianunlcacisns 
S  u  b  —CO  do  I  C  Z  e  e  conorrnw  and  b  y  |  Le^l  ilit:»<  Council  on  — 
?riday.  |  | 

""  !         | 

The    C  a  p  1  c  a  1     Seaourcea     ?  r  o  u  o  ,     which    did     not     gee     the    AS? 

Costaii*  Ion's    nod,     lncend     C  d    c  a  n  c  a  s  :     Che    award     :o    5  u  c  :  o  n  , 

L  a  i  a  :  •  r  ,     ?.  anev    on    che    folllOwinz    p  o  1  n  c  a  :  


_L.       C  a  o  1  ;  3  1     offered    a     fixe 
rice,     and 


d     race     racner    chap    a     floaiis* 


.  C  a  ~  '.  c  a  '.  '  f     7  r  3  "  a  J  '  ' — <*■«■*-  :  3  *  e~3    oil    m  o  n  c  h  1  v    payment')     bv 
sea:-*     :  ;     7*337     che    debc    while    n  ,  L  ,  ^     b  a  d  e  H     c  n  e  :  r 

p  r  3  r  0  s  *  I     0  a    nav^.ent.<     every    6    noncl"j 


as    page     5 } . 

.4  proposal  based  on  6  aonch  payaer.es  can  be  lower  hecaoae 

IT"  allows  cr«  a  c  a  c  e  Co  earn  l.icerear  on  che  oied^ed 

r»7eice3  d  a  r  i  2  a  cnac  'J  sonch  period.  Caplcal  ar?ues  cha; 

chla  is  n  oc  allowed  und er  cna  law  a. a  wrircen. 


I  have  discussed  chls  vl;h  Sim,  and  he  la  looking  1  i  c  o  lc 


M<6  SJ  e 


\ 
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OF?iCH  C?  THE  CCV«SNC« 


MEMORANDU 

From  f'/.J**  X^.^.TT- 


Subject: 


rfSf  r* 


i  '/^  ^ 


^  A 


'*/ 


'b«-*v*^*s   UA»^-9n.   "TO 


~?- 


Z^JuJdJL.-    T  DKSN027162 


/J^y— 


JC/^-r*— 


N>-». 


/• 


/i^1- 


A**. 


^-  AS  5 


=ZT 


"y1 


-7^ 
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STATE  rtF  ARXAN.-j  \< 

OFFICE  OF  THE  GOVERNOR 


:  L  kciulr 


Jj/?/^ 


£ 


'A>~ 


*  >r  '.jinn'.!;"! 
Prcsare  Su-siv 
™  if  V.-ur  :.-.Mf-:..,:,in 


Remarks: 


\ 


DKSN"026434 


2468 


Dei nis 


Teary  Kent,  Vice  President 


MORTGAGE  BANKERS  ASSOCIATION 

OF  ARXANSAS 


±j,   Pgcaiaenc 


Lairy  D<n.e&,  Secretary 
Gene  Holman,  Treasure: 


April  10,  1985 


Maurice  Smith 
Chief  of  Staff 
Governor's  Office 
State  Capitol 
Little  Bock,  Arkansas 


I  would  like  to  recccmend  that  James  T.  Bell  be  appointed 
to  the  Arkansas  Development  Finance  Agency  Board. 

Mr.  Bell  has  been  in  the  mortgage  banking  business  in_ 

Arkansas  for  sixteen  years.  He  is  a  past  President  of  the 
Mortgage  Banker's  Association  of  Arkansas.  In  addition,  he 
has  been  involved  in  bond  issue  financing  more  than  anv  one 
lender  in  the  State.  His  knowledge  of  bond  financing  zc   re- 
lates to  real  estate  would  be  of  great  assistance  to  your  new 
board. 


P.  Ov^Box  8701  Little  Rock,  Arkansas   72217   501-225-1000 
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overnojp?9j» 
at  Spa  atio^li 


tmiraitiiftiaa.flr.  auiiB  ^B^iLipuuj  auaiain  m  jj  w  y  ■■•  -na 


v."54!"  ^^^m^r 
l  s  drae  "tibial 


PR 


>  '         '  TTBtirifc*.  of  cocai*? 

Jury  ha  sold*.'  glial  and  •' 

in  elt  several' , Seringa  clu 

bjbetwaan  November   turned  to  h 

Y  »brttaa>  10H    '  * •  r.  y.  slaved  in 

>  if. Id  hi  and  AHderioe^jMm  thlgli 


radtlfetruli.--.  ,.  ..,' 

V  Ollritton    nld  II  ft  jury  ha  sold*.'  (Qet  and  aft ar1  golhg  I 

'Cocaine  to  Anderson  oh  several   ,i|Jrint;sclUb  for.    " 

.occasion 

-'•83aHd 

ultntori  TP 
^Igdcoc^iino.otitiiilY^ly  Vnfl(ft ■  CHBUn^aWrdTrecem 
t'Andlisoh  Used  approal-- %ned  because  he  did  n  I 

aNIV  ,7w  jercertt  bf  what  ha    money  to  pay  Rodrlguek. 
ghtior.^dSlH.  After  borrowing  (he 


iran 


ha**"! 
i      » 

AhrJerinli  ti  accused  of  put-    from  Lasaler,  Clihtort  i  k  d  He0' 


id* 


chasing  cccalna  from  Clinton    paid  I 

and  Maul  I.- e  rtodrlguei,:  20,  of   of  the  money  Rent  to  pair  other 


Rodrlguei  MjOO0\  f  v 
jej  money  her 
iCbts,  he  aald.KV 


CI 


1 1  real i 


; By JERRY  MITCHELL 

p-BHUIT  Writer    , _. 

Roger  Clinton,  28,  the  brother 
.  of.Gov.  Bill  Clinton,  testified 
i  Monday  In  U.S.  District  Court 
|  that  "my  life  and  my  family'! 
■  life  waa  In  conalderahle  jeop- 
ardy" due  to  hla  cocaine  debta. 

Roger  Clinton  told  his  beat 
friend.  Dan  Lasater,  a  Florida 


P 


businessman  and  racehorse 
v\ner,  about  hla  drugdebta, 


i>4  ttotf 

pleaded  gdllty  toconsplraey  to-Clartfy,  a  Bryan»«tlOr«ejjr]ipr«^ 
.distribute  cocaine  charges.  -,.,.i  .tenting  Anderson!  Cllta 
< v  — *' '  ha  Died  coCalne  In  the1 


tyllmouslne,  pen.  little? 
..already  pleaded  jgulltWtb, cd- 
calne  charge!  -  ■  aomatmrij  he 
,  aald  when  sentenced  JanJ28. " 
ff>  When  aakad  by  Olardy  ivhy  he, 
t'ftlld  not  tell  the  truth  about  a  co- 
talne  tranaactlon  which*  Clin 
>UtX  tttld  the  grand  jury  Involved 
V  Anderson  and  took  pladfe  June 
;*f,  1IW4,  he  replied  that  he  Was  j 
In  a  "state  of  shock."      1    i    :  i 
,  The  government  'dropped  the 
charge  of  distributing    (ocilhc, 
after  Clardy  flted  <n  alibi  which  . 
showed  Andersen  was  lh  Port* 
Worth  J  tine  27.\  \  {      //fJrT  „, 
8MTRMLan>akaa>'l 


■■f-fcijf't 


anrl  Laaater  loaned  him  $8,000, 
Cllhton  tesllfleil  during  the  trial 
if  Sam  Anderson  Jr.,  211.  of  Hot 
SprVigs,  a  local  attorney     Muatt      ( '"' 

ihargeil-wlth-Tocalne-dlatTlbiP-™'8** T 

Ion.  U.S.  District  Judge  Oren       Clinton  41  to  pleaded  guilty  to 
Harris  Is  presiding  one,  count. of,  distributing  CO*. 

'    Clinton  aald  at  flrat  he  tried  to   calne/  *    '•{'  '■•'■*?  t"  ""H!  &'•  «?.'■«!< 
irotect  Anileraon  when  Invests       lie- reoeluuil  niwo  year  prison 
tatora  told  him  he  would  be  it-   iklit«heo,   and  irtpdrlgdet* 
ested  djuiiig^hg-aummar-of— tttcbtBiLUtree  yaal.;, ;     , '        -r 

IPB4 ,f >  Clinton  nUd  received  k  three-, 

Vfi.  Attorney  Aaa  Hutchlnaon  'yeereUependeil  sentence 


lakad  Clinton  why  he  la  lesllfy 
Bajnow. 

My  life  wka  allpplng  away 
r^m  me,  ..."  he  replied.  "I 

ughl  I  had  a  friend  In  Sam 

Clinton  then  broke  Into  (cars: 
"I  want  to  be  honest  With 
myaelf.  This  la  a  very  goml  step 
In  that  direction  ....  It's  a  atep  to 


Cllntoii  a..iil  Monday  he  wka 
allpplng  Into  debt  with  ftodrl- 
gues  and  "U  In  wai  causing  fric- 
tion." 

Clinton  then  arranged  to  buy 
10  to  10  otlncKi  of  cocaine  for 
him  and  Anderaon  from  Itodrl- 
'  gUex,  with  the  majority  of  the  oo- 
calne  to  go  lii  Anderaon,  Clinton 
aald. 


Clinton 


T^^y 


**.Y... 


'UK 


*tidW  about  today'"  Ciardy 
••ked.  "AN  you  still  In  ■  Hate  of 
•hock?"  • 

"Quite  frankly  I  am,"  Clinton 
replied. 

.'.  Clinton-said  he  lold  cocaine 
to  government  informant  Rod* 
ney  Meyi  ri  \on  three  occasion* 
for  three  grama,  with  prices  be- 
tween $1(0  and  $180  per  gram. 

Clinton  saltkhe  bought  the  co- 
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cslne  on  June  2 1;    1484 
Meyer*  from  Andern  in 

Clinton  laid  he  to  >k  ho  i 
Meyer*  offer  to  set  nlm  up 
Ing  condominiums  j  , 

/  Myeri 
n| 


■Olardy  asked  I 
sought  his  aid  Tor  <  ilUll 
governor's  help  la  llftl 
building  btrt. 

I    Mark  Webb.  oflhi-US, 
ney'a  office,  object  I  to 


u 


for 

joke 

sell- 


ibiej' 


had 

the 

ng  a 


Attor 

tes 


room '" 


tlmony  aa  Irrelevant 

Harris  sustained  the 
tlon.  • 

Myers  testified  thai  he  bought 
cocaine  from  Clinton  on  June  20 
and  that  Clinton  told  him  the  co*  , 
Caine  was  f.dm  Anderson. '        l 
'  ■    Myers  said  he  received  a  $200   I 
check  for  airfare  from  the  gov-  / 
eminent  and  a  $200  check  for  at-  ■ 
tending  the  trial.  "1  waa  noi  <* 

'Paid  Informant." ^ 

<'  In  hit  bpenlng  statement, 
Hutchinson  told  the  Jury  that 
"we-  will  toe  What  life  on  trie  fiat 
.  ttaek  in  Hot  Springs,  Ark.,  Iri 
'1033  arid  IBM  was  '.Ike  ....  Every 
"fast  track  has  Ha  end  ant)  this- 
'j6ne  has  an  end  In  this  kjoiiri-- 


J»i 


,  Ofcrdy  if  Id  In  hli  op^nhY, 
,s',ilen.en(  that  Anderson  hat), 
;uaed  cocaine  but  haa  bean  nofj 

been  charged  with  that 
'.;    Clfrdy  tpent  most  of  hM  llmi 

attacking  the  credibility  of  Cllm 
"tort  as  i  witness  snd  argued  thntl 

Clinton  decided  to  use  Ander-I 
.  aan  *a  a  "scapegoat." 
*  :  'A  nine-woman,  ihree-m iA  Jury"' 

waa  oelectad  by  noon  Monday,! 

arid  one  man  and  one  womart1 

Were  selected  aa  alternatea.  The 

trial  la  expected  to  laat  several; 

days,  possibly  a  week 


Andersdnbnd  his  wife,  Debbie,  leave  (he  f&derul  building 
during  ,.wn  recess.  (Photo  by  David  Vann) 


,  Ciardy  filed  a  motion  Mondavi 
requesting  a  determination  of 
whose  fingerprints  were, 
on  a  bag  of  cocaine 
Meyers  June  20.  The  |C 
ment  said  In  a  motion 
that  the  fingerprints  wer^ 
Anderson's 

.  Ciardy  said  In  court  Monday 
^»_w4ll-GelMhe-laeMetfinlclan' 
who  examined  the  bag  to  deter- 
mine whose  flngtrprlnta  they, 
bre. 

Ciardy  also  requested  permls- 
to  play  videotaped  convert 
sations  between  Clinton,  Meyera 
hsJni  ar.a  tnrluaed  HUmer-, 
tus  pages  of  transcript  from 
.those  conversations  In  the  court 
record.  « 

.The  trial  will  resume  at  8:30 

M.  today  In  federal  court. 

ilbdrlguet  may  testify  for  the 
prosecution  during  today's  pro- 
ceedings..        ' 
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INVESTIGATION  OF  WHITEWATER 

DEVELOPMENT  CORPORATION 

AND  RELATED  MATTERS 


TUESDAY,  APRIL  30,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  10:00  a.m.,  in  room  216  of  the  Hart  Sen- 
ate Office  Building,  Senator  Alfonse  M.  D'Amato  (Chairman  of  the 
Committee)  presiding. 

OPENING  COMMENTS  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  The  Committee  will  come  to  order. 

At  this  time  I  am  going  to  ask  our  witnesses,  Mr.  Mitchum,  Mr. 
Goodwin,  Mr.  Myers,  and  Mr.  Young,  if  they  would  all  rise  for  the 
purpose  of  taking  the  oath. 

[Whereupon,  Johnny  B.  Mitchum,  Former  Commissioner,  Arkan- 
sas State  Police;  Thomas  L.  Goodwin,  Former  Director,  Arkansas 
State  Police;  John  W.  Myers,  Investment  Adviser  &  Actuary;  Paul 
B.  Young,  Jr.;  Vice  President,  Public  Finance  Department,  T.J. 
Raney  &  Sons;  were  called  as  witnesses  and,  having  first  been  duly 
sworn,  were  examined  and  testified  as  follows:] 

The  Chairman.  I  would  ask  if  any  of  the  witnesses  have  any 
statements  that  they  would  like  to  make  before  we  start,  we  would 
be  pleased  to  receive  them? 

Mr.  Mitchum. 

SWORN  TESTIMONY  OF  JOHNNY  B.  MITCHUM 
FORMER  COMMISSIONER,  ARKANSAS  STATE  POLICE 

Mr.  Mitchum.  Nothing. 
The  Chairman.  Mr.  Goodwin. 

SWORN  TESTIMONY  OF  THOMAS  L.  GOODWIN 
FORMER  DIRECTOR,  ARKANSAS  STATE  POLICE 

Mr.  Goodwin.  No,  sir. 
The  Chairman.  Mr.  Myers. 

SWORN  TESTIMONY  OF  JOHN  W.  MYERS 

INVESTMENT  ADVISER  &  ACTUARY  HIRED  TO 

ANALYZE  POLICE  RADIO  UNDERWRITING  PROPOSAL 

Mr.  Myers.  No,  sir. 
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The  Chairman.  Mr.  Young. 


SWORN  TESTIMONY  OF  PAUL  B.  YOUNG,  JR. 

VICE  PRESIDENT,  PUBLIC  FINANCE  DEPARTMENT 

T.J.  RANEY  &  SONS 

Mr.  Young.  Nothing. 

The  Chairman.  Senator  Sarbanes,  do  you  have  a  comment  or  a 
statement  before  we  start? 

Senator  SARBANES.  No,  I  am  ready  to  go  right  to  the  questioning, 
Mr.  Chairman. 

Senator  Mack.  Mr.  Chairman. 

The  Chairman.  Senator  Mack. 

Senator  MACK.  I  wonder  if  I  may  make  a  comment? 

The  Chairman.  Certainly. 

OPENING  COMMENTS  OF  SENATOR  CONNIE  MACK 

Senator  MACK.  Given  yesterday's  report  in  Newsweek  that  the 
First  Lady's  fingerprints  were  found  on  the  long-lost  billing 
records,  I  would  like  to  ask  that  this  Committee  subpoena  the  FBI 
agent  who  conducted  the  analysis  of  the  original  records.  It  is  clear 
to  me  that,  whoever  left  those  records  in  the  White  House  resi- 
dence is  guilty  of  a  felony.  It  is  a  question  of  who  and  what  crime, 
perjury  or  obstruction  of  justice. 

This  is  one  of  the  most  serious  questions  I  think  this  Committee 
has  to  answer.  If  the  FBI  analysis  brings  us  closer  to  a  conclusion 
as  to  who  is  behind  the  mysterious  appearance  of  these  records,  I 
think  we  have  a  duty  to  examine  that  evidence.  I  would  assume 
that  we  would  coordinate  with  the  Independent  Counsel's  Office  so 
as  not  to  interfere  with  the  pursuit  of  this  matter. 

The  Chairman.  I  think  it  is  important  to  ascertain  the  correct- 
ness— the  facts  as  it  relates  to  whose  fingerprints  may  or  may  not 
be  on  the  billing  records.  I  don't  think  it  is  fair  to  anybody  to  have 
it  out  there  that  indeed  the  First  Lady's  fingerprints  may  or  may 
not  be  on  there.  I  think,  aside  the  question  of  the  First  Lady,  the 
question  of  whose  fingerprints,  if  any  are  there.  That  is  something 
I  think  we  should  ascertain. 

Recognizing  that  the  original  documents  were  sent  to  the  Inde- 
pendent Counsel.  The  manner  in  which  we  proceed  to  obtain  them 
is  something  that  I  will  look  to  Mr.  Chertoff  and  Mr.  Ben-Veniste 
for  their  advice  as  to  the  best  manner  in  which  to  go  forward.  We 
have  a  number  of  other  issues,  legal  entanglements,  that  they  are 
reviewing,  I  will  ask  them  if  they  wouldn't  review  them  for  us  and 
suggest  the  appropriateness  of  seeking  this  information.  Specifi- 
cally, first,  whose  fingerprints,  if  any,  are  on  the  billing  records; 
and,  second,  the  manner  in  which  they  might  advise  us  to  move 
forward  on  that.  I  will  ask  them  to  confer  during  a  break  and  we 
would  go  forward  from  there. 

Senator  Mack.  I  thank  the  Chairman. 

OPENING  COMMENTS  OF  SENATOR  PAUL  S.  SARBANES 

Senator  Sarbanes.  Mr.  Chairman,  could  I  just  observe  that  I 
think  the  use  of  the  language  "felony,  perjury,  and  obstruction  of 
justice"  is  a  gross  unfairness.  We  don't  have  any  facts  that  would 
support  any  of  that. 
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Talk  about  leaping  to  conclusions.  You  know,  it's  quite  reason- 
able to  think  that  the  reason — if  those  fingerprints  are  on  there,  as 
has  been  asserted  in  a  press  story  which  I  take  it  reflects  a  leak 
which,  to  the  credit  of  the  Independent  Counsel's  Office,  they  have 
denounced  in  very  strong  terms.  A  perfectly  rational  explanation 
for  it  is  they  were  placed  on  there  in  the  course  of  1992  when  ap- 
parently these  records  were  being  looked  at  as  part  of  a  response 
to  questions  raised  during  the  campaign. 

I  don't  think  it  does  a  service  to  anyone,  and  it  certainly  doesn't 
serve  a  fair  and  objective  inquiry,  to  come  in  and  start  using  lan- 
guage of  that  sort  this  morning. 

The  Chairman.  Well,  we  are  going  to  review  the  matter.  I  think 
it  is  absolutely  essential  that  we  ascertain  whose  fingerprints,  if 
any,  are  on  the  documents.  I  don't  think  it  is  fair  to  anyone  to  have 
a  story — and,  of  course,  that  raises  a  question  of  how  did  that  even 
get  out,  but  that  is  another  matter. 

Senator  Mack.  Mr.  Chairman. 

The  Chairman.  Certainly,  Senator. 

Senator  Mack.  Mr.  Chairman,  I  think  it's  important  here,  again, 
what  I  said  was:  Whoever  left  the  records  would  be  involved,  in  my 
opinion,  either  in  perjury  or  an  obstruction  of  justice.  "Whoever." 
I  didn't  say  a  particular  person.  But  this  Committee,  as  well  as 
other  Committees,  and  the  Independent  Counsel,  have  pursued  this 
information  for  2  years  and  they  just  showed  up  one  day.  And  to 
kind  of  imply  that  somehow  or  other  I  have  jumped  to  a  conclusion 
by  using  these  words,  I  think  is  a  distortion  of  what  I  had  to  say. 

The  Chairman.  We  will  review  that.  I  believe  it  is  important  be- 
cause if  certain  people  have  fingerprints  there,  the  questions  are: 
How  did  they  get  there?  When  did  they  get  there?  Why  and  when 
did  they  have  access  to  them?  And  were  they  responsible  for  bring- 
ing the  documents  there?  So  that  is  a  very  real  concern  and  it  does 
raise  important  issues. 

Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Good  morning,  panel. 

Mr.  Goodwin,  you  were  the  head  of  the  State  Police  in  1984  and 
1985;  correct? 

Mr.  Goodwin.  That's  correct.  Yes. 

Mr.  Chertoff.  Am  I  right  that  it  was  in  1984  during  the  course 
of  flying  back  from  the  funeral  of  a  trooper  who  had  been  killed 
that  you  recommended  to  the  then-Governor  that  a  new  rehabili- 
tated communications  system  for  the  State  Police  be  purchased  by 
the  State? 

Mr.  Goodwin.  That  is  correct. 

Mr.  Chertoff.  Mr.  Young,  you  were  part  of  the  syndicate  of  in- 
vestment companies  that  ultimately  got  the  contract  to  underwrite 
and  sell  the  bonds?  Is  that  correct? 

Mr.  Young.  Yes,  that's  correct. 

Mr.  Chertoff.  You  were  with  the  firm  of  T.J.  Raney  &  Sons? 

Mr.  Young.  That  is  correct. 

Mr.  Chertoff.  Who  were  the  two  other  members  of  your  group? 

Mr.  Young.  E.F.  Hutton  and  Lasater  &  Company. 

Mr.  Chertoff.  Lasater  &  Company  was  a  company  owned  by 
Daniel  Lasater? 
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Mr.  YOUNG.  That's  correct. 

Mr.  Chertoff.  Did  you  know  Daniel  Lasater  before  you  joined 
him  in  this  syndicate? 

Mr.  Young.  I  did  not. 

Mr.  Chertoff.  Now,  I  take  it  that  because  there  were  three 
partners  in  this  syndicate,  you  agreed  to  split  expenses  three  ways? 

Mr.  Young.  That  is  correct. 

Mr.  Chertoff.  For  example  when  you  got  legal  bills  they  would 
go  to  one  of  the  partners  and  then  the  other  partners  would  be 
asked  to  contribute  their  share? 

Mr.  Young.  That  is  correct. 

Mr.  Chertoff.  Am  I  also  right  that  when  you  were  dealing  with 
these  kinds  of  expenses,  like  legal  bills,  it  was  the  typical  require- 
ment that  the  bills  be  itemized?  You  would  get  a  lot  of  detail  about 
what  you  were  actually  paying  for? 

Mr.  Young.  Well,  it's  my  recollection  that  there  was  really  only 
one  bill  that  we  received  other  than  those  that  were  settled  at  clos- 
ing. And  that  bill  did  have  some  detail  of  time  and  expense  ex- 
pended. 

Mr.  Chertoff.  I  take  it  that's  important  because  under  the  regu- 
lations that  control  public  finance  in  the  municipal  securities  area 
you  need  to  have  some  degree  of  detail  and  itemization  on  bills  that 
are  being  paid  by  the  underwriting  group? 

Mr.  Young.  I  think  that's  just  good  business. 

Mr.  Chertoff.  Did  you  ever  get  a  bill  or  a  request  for  money 
from  Lasater  &  Company  that  didn't  give  you  any  clue  as  to  what 
they  were  asking  for? 

Mr.  Young.  I  don't  think  I  received  a  bill  that  didn't  give  us  any 
indication  of  what  they  suggested  it  was  for. 

Mr.  Chertoff.  Did  you  ever  get  a  bill  that  didn't  have  any  item- 
izing details? 

Mr.  Young.  We  did  get  a  bill,  and  I  think  that  was  a  part  of  the 
documents  that  we  submitted  to  the  Committee  that  indicated 
what  they  expected  to  be  reimbursed  for  at  closing. 

Mr.  Chertoff.  I  want  to  direct  your  attention  to  that  bill.  I 
think  it's  in  your  package.  It  is  dated  August  21,  1985,  and  it  was 
produced  by  your  company. 

Mr.  Young.  Is  it  in  this  package  of  information? 

Mr.  Chertoff.  It  is  in  this  package  of  information  in  front  of 
you.  It  might  be  the  first  document,  in  fact. 

Mr.  Young.  I  didn't  see  it  as  I  glanced  through  this  information. 

Mr.  Chertoff.  All  right.  I'm  going  to  have  someone  take  it  down 
to  you. 

Mr.  Ben-Veniste.  Do  you  have  a  number  on  this? 

Mr.  Chertoff.  It  has  got  a  little  number  "15"  on  the  bottom  in 
handwriting. 

Mr.  Young.  All  right.  Here  it  is.  I  see  it. 

The  Chairman.  Could  we  just  hold  up  for  a  moment?  Let's  see 
if  we  cannot  get  some  copies  made  for  the  Senators  as  well. 

Mr.  Chertoff.  While  we  are  waiting,  you  can  look  at  the  bill. 

Mr.  Young.  I  have  looked  it  over. 

Mr.  Chertoff.  Apparently  there  is  a  problem  with  the  copying 
machine,  and  I  do  not  know  where  the  other  copies  are. 
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The  Chairman.  Let  me  suggest  this,  while  we  are  trying  to  get 
copies  made,  Mr.  Chertoff,  that  you  move  on  to  some  of  the  other 
witnesses.  All  right?  Or  another  part  of  the  question. 

Mr.  Chertoff.  Let  me  ask  you  this,  Colonel  Goodwin.  You  first 
learned  about  this  contract,  or  the  possibility  of  this  contract,  when 
you  were  flying  back  with  Governor  Clinton  from  this  funeral.  Is 
that  right? 

Mr.  Goodwin.  We  were  flying  to  the  funeral. 

Mr.  Chertoff.  And  you  raised  the  issue  with  him;  right? 

Mr.  Goodwin.  Yes,  I  did. 

Mr.  Chertoff.  Then  you  had  further  discussions  about  this  early 
in  the  next  year  in  1985;  is  that  right? 

Mr.  Goodwin.  Early  in  1980 — in  fact,  I  think  there  was  probably 
continuous  conversation  about  it  throughout  that  time. 

Mr.  Chertoff.  Was  there  a  point  in  time  that  Governor  Clinton 
indicated  to  you  that  Dan  Lasater,  or  Lasater's  group,  was  inter- 
ested in  this  contract? 

Mr.  Goodwin.  No,  sir. 

Mr.  Chertoff.  No? 

Mr.  Goodwin.  Any  particular  time? 

Mr.  Chertoff.  Yes,  was  there  a  time  in  1985  before  the  contract 
was  actually  awarded  to  Lasater 

Mr.  Goodwin.  I  don't  think  I  ever  knew  of  it  until  we  advertised 
for  proposals,  and  proposals  were  submitted  in  April  1985. 

Mr.  Chertoff.  At  that  time  you  learned  that  Lasater  was  inter- 
ested? 

Mr.  Goodwin.  Yes. 

Mr.  Chertoff.  Did  you  have  a  discussion  with  the  Governor 
about  that? 

Mr.  Goodwin.  Yes. 

Mr.  Chertoff.  What  did  the  Governor  say  to  you  about  it? 

Mr.  Goodwin.  The  Governor  either  said  or  implied — and  this 
was  after  a  brief  conversation — Mr.  Lasater  had  a  reputation,  I 
think  everybody  that  was  in  the  position  to  know,  knew  that  Mr. 
Lasater  was  a  user  of  cocaine — and  the  Governor  either  implied  or 
said:  We  need  to  find  out  if  Mr.  Lasater  is  in  trouble.  We  sure  don't 
want  there  to  be  a  chance  of  any  of  these  financial  institutions  get- 
ting the  contract  and  being  arrested  in  the  middle  of  it,  something 
to  that  effect. 

Mr.  Chertoff.  Now,  I  want  to  be  quite  clear  on  this.  It  is  your 
testimony  that  at  the  time  the  Governor — did  the  Governor  raise 
this  with  you,  or  did  you  raise  this  with  him? 

Mr.  Goodwin.  I  honestly  cannot  remember.  I  know  it  was  dis- 
cussed with  him,  but  I  do  not  know  if  I  raised  the  question  or  if 
he  did. 

Mr.  Chertoff.  The  understanding  in  the  discussion  was  that 
Mr.  Lasater  was  someone  who  used  cocaine;  right? 

Mr.  Goodwin.  That's  correct. 

Mr.  Chertoff.  In  that  discussion  with  Governor  Clinton,  did  you 
raise  with  him  whether  it  was  appropriate  to  have  someone  who 
uses  cocaine  being  the  underwriter  on  a  bond  contract  for  a  State 
Police  Communications  System? 

Mr.  Goodwin.  No,  I  don't  think  I  did. 
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Mr.  Chertoff.  Do  you  see  a  problem  with  that,  having  a  finan- 
cial adviser  with  a  cocaine  problem  doing  State  work? 

Mr.  Goodwin.  In  my  mind,  yes,  I  would  have  seen  a  problem. 
However,  Mr.  Lasater  had  not  been  arrested,  convicted,  or  even  in- 
vestigated. 

Mr.  Chertoff.  We'll  get  to  that  in  a  second,  but  I  want  to  start 
with  this.  You  have  indicated  to  us,  and  you  have  testified  to  this 
in  your  deposition,  that  you  and  Governor  Clinton  and  other  people 
as  well  understood  or  knew  that  Dan  Lasater  was  a  cocaine  user. 
Did  that  fact  alone  in  your  mind  create  a  reason  to  disqualify  him 
from  getting  this  State  contract? 

Mr.  Goodwin.  Yes,  I  would  say  it  did. 

Mr.  Chertoff.  Did  you  say  that  to  the  Governor? 

Mr.  Goodwin.  Probably  not  in  those  words,  no. 

Mr.  Chertoff.  Did  you  say  it  in  any  words? 

Mr.  Goodwin.  Well,  again,  I  think  if  I  didn't  say  it  I  implied  it. 

The  Chairman.  Let  me  ask  you  this,  Mr.  Goodwin.  Did  you  indi- 
cate that  you  were  concerned? 

Mr.  Goodwin.  Yes,  sir. 

Mr.  Chertoff.  What  did  the  Governor  say  to  you? 

Mr.  Goodwin.  I  think  that's  when  he  said,  you  need  to  find  out, 
you  know,  if  there  is  a  possibility  that  Mr.  Lasater  would  be  ar- 
rested in  the  middle  of  this  transaction.  That  may  not  be  the  exact 
words,  but  that's 

Mr.  Chertoff.  The  substance. 

Mr.  Goodwin.  — essentially  what  it  boiled  down  to,  yes. 

Mr.  Chertoff.  That  is  important  because  it  seems  to  me  what 
you  are  saying  is  that  you  raised  the  question  of  having  someone 
who  has  a  cocaine  problem  handling  this  deal,  but  what  the  Gov- 
ernor came  back  to  you  with  is  not,  we  ought  to  find  out  whether 
the  guy  uses  cocaine  and  disqualify  him  if  he  does,  but  rather 
whether  he  was  going  to  be  arrested  or  caught  for  using  cocaine. 
That's  what  you  said  in  your  testimony,  too.  The  Governor's  focus 
was  not  on  does  he  use  cocaine;  it  was  on  whether  he  was  going 
to  be  arrested  while  he  was  handling  the  transaction.  Correct? 

Mr.  GOODWIN.  That's  the  way  I  remember  it.  I  think  that  that's 
the  only  way  it  would  have  affected  him  if  he  had  of  been  arrested. 

Mr.  Chertoff.  So  you  were  to  find  out  basically  whether  there 
was  an  investigation  in  the  works  that  was  targeting  Mr.  Lasater? 

Mr.  Goodwin.  Yes. 

Mr.  Chertoff.  Did  you  do  a  background  check  on  Mr.  Lasater? 

Mr.  Goodwin.  No. 

Mr.  Chertoff.  Do  you  do  background  checks  on  bidders  nor- 
mally when  they  bid  on  bid  contracts  for  the  State? 

Mr.  Goodwin.  No. 

Mr.  Chertoff.  At  the  time  you  went  out  to  examine  whether  Mr. 
Lasater  was  potentially  the  target  of  an  investigation,  were  you  fa- 
miliar with  the  fact  that  in  one  of  his  former  investment  firms,  was 
a  partnership  with  a  fellow  by  the  name  of  George  Locke? 

Mr.  Goodwin.  Yes,  I  am. 

Mr.  Chertoff.  He's  a  former  State  Senator? 

Mr.  Goodwin.  That's  correct. 

Mr.  Chertoff.  And  he  had  been  a  partner  in  Mr.  Lasater's  pred- 
ecessor firm? 
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Mr.  Goodwin.  Yes. 

Mr.  Chertoff.  Am  I  right  that  around  the  same  time  this  dis- 
cussion came  up,  which  is  to  say  in  early  1985,  there  was  actually 
a  Federal  Court  case,  a  bankruptcy  case  involving  Mr.  Locke?  Do 
you  remember  that? 

Mr.  Goodwin.  I  remember  it.  I  remember  that  Locke  was  ar- 
rested. I  don't  think  we  had  any  investigative  work  done  within 
that  case.  I'm  not  familiar  with  it  at  all. 

Mr.  Chertoff.  Let  me  see  if  I  can  refresh  you  a  little  bit.  Do  you 
remember  that  at  the  same  time  that  Mr.  Lasater  was  being  con- 
sidered, or  was  in  the  mix  for  this  contract,  there  was  a  Federal 
Court  case  going  on  in  Little  Rock  in  which  a  Federal  bankruptcy 
judge,  made  a  statement,  or  made  a  determination  that  he  dis- 
believed Dan  Lasater's  sworn  testimony,  and  that  there  was  evi- 
dence that  he  was  involved  in  a  conspiracy  to  defraud  creditors  of 
Mr.  Locke? 

Mr.  Goodwin.  No,  sir,  I'm  not  aware,  or  I  don't  remember  that. 

Mr.  Chertoff.  Where  is  Federal  Court  in  Little  Rock  relative  to 
where  your  offices  were  in  Little  Rock? 

Mr.  Goodwin.  The  Federal  Court  in  Little  Rock  is  downtown  on 
East  Capitol  Street,  about  700  West  Capitol,  something  like  that. 
My  office  was  located  about  6  miles  west  in  the  western  part  of  Lit- 
tle Rock. 

Mr.  Chertoff.  Would  it  have  been  difficult  to  send  someone 
down  to  Federal  Court  in  Little  Rock  and  get  the  records  of  Mr. 
Lasater's  testimony  and  the  finding  by  the  Federal  judge  that  Mr. 
Lasater  had  lied  under  oath? 

Mr.  Goodwin.  I  don't  know  if  it  would  have  or  not.  I  don't  even 
know  if  we  were  aware  that  the  trial  was  going  on,  or  what  the 
testimony  was. 

Mr.  Chertoff.  Now,  I  still  want  to  keep  focused  on  this  effort 
that  you  made  at  the  Governor's  request  to  find  out  the  likelihood 
that  Mr.  Lasater  would  be  arrested  or  be  the  target  of  an  investiga- 
tion during  this  transaction. 

At  around  this  same  time,  again  in  early  1985,  while  this  work 
was  being  done  on  this  radio  issue,  there  was  a  trial  of  a  lawyer 
by  the  name  of  Anderson,  also  in  Federal  Court  in  Little  Rock,  that 
was  a  drug  case.  Do  you  remember  that  case? 

Mr.  Goodwin.  I  remember  Anderson,  and  I  remember  a  problem 
with  him  concerning  drugs;  yes. 

Mr.  Chertoff.  And  that  was  a  case  in  which  the  Governor's 
brother  testified  as  a  witness?  That's  Roger  Clinton? 

Mr.  Goodwin.  I  don't  know  if  I  was  aware  that  he  testified  as 
a  witness  or  not.  I  probably  was. 

Mr.  Chertoff.  It  was  in  the  newspapers? 

Mr.  Goodwin.  Like  I  said,  I  don't  remember,  but  I'm  sure  I  was 
aware. 

Mr.  Chertoff.  Do  you  remember  from  the  trial  that  Roger  Clin- 
ton testified  that  Mr.  Lasater  had  loaned  him  $8,000  to  pay  off  a 
drug  debt? 

Mr.  Goodwin.  I  remember  reading  that  in  the  newspaper,  and 
probably  saw  it  on  the  evening  news. 
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Mr.  CHERTOFF.  Did  you  also  know  during  the  trial  that  one  of  the 
witnesses  testified  that  there  was  actually  an  ongoing  undercover 
effort  to  target  Dan  Lasater  for  narcotics  trafficking? 

Mr.  Goodwin.  When  would  that  have  been? 

Mr.  Chertoff.  In  the  trial  in  February  1985,  which  is  a  matter 
of  a  month  or  so 

Mr.  Goodwin.  No. 

Mr.  Chertoff.  — before  the  Governor  spoke  to  you. 

Mr.  Goodwin.  No,  sir,  I  don't  remember  that. 

Mr.  Chertoff.  Let  me  see  if  I  can  refresh  your  memory  by  show- 
ing you  a  portion  of  an  article  in  the  Arkansas  Gazette.  It  is  DKSN 
17635.  It  has  a  headline  that  says,  "Didn't  Have  Large  Cocaine 
Dealings  With  Roger  Clinton,  Lawyer  Testifies." 

Mr.  Goodwin.  It's  headed  "The  Governor's  Brother  Testifies  That 
Spa  Attorneys" 

Mr.  Chertoff.  No.  I  think  it  is  the  next  couple  of  articles.  It  is 
a  3-column  article  from  The  Gazette. 

The  Chairman.  If  you  look  at  the  monitor,  Mr.  Goodwin,  you  will 
see  what  it  looks  like. 

Mr.  Goodwin.  All  right.  I  have  it.  Yes,  sir. 

Mr.  Chertoff.  Am  I  right  that  at  this  point  in  time  the  Arkan- 
sas Gazette  was  one  of  the  two  statewide  newspapers? 

Mr.  Goodwin.  That's  correct. 

Mr.  Chertoff.  I  want  to  direct  your  attention  to  the  middle  col- 
umn. It  is  reporting  on  the  testimony  of  Mr.  Anderson,  who  is  the 
lawyer  who  was  charged  with  cocaine  dealing  in  this  particular 
case.  You  see  there  is  a  little  subhead  that  says,  "Meeting  Ar- 
ranged" and  it  goes  down  and  it  says: 

In  the  summer  of  1984,  Anderson  said  Roger  Clinton  contacted  him  and  told  him 
that  he  had  to  see  him.  They  arranged  to  meet  in  a  boat  on  Lake  Hamilton  because 
[Roger]  Clinton  said  he  didn't  want  to  be  seen  in  a  public  place  with  Anderson 

Then  I  can't  read  the  next  few  words. 

Anderson  said  [Roger]  Clinton  told  him  that  he  had  been  approached  by  State  Po- 
lice investigators  and  that  he  was  "very,  very  frightened  .  .  .  ,  totally  frightened 
to  death."  He  said  [Roger]  Clinton  informed  him  that  the  investigators  wanted  to 
"set  up"  three  people — [Roger]  Clinton's  drug  supplier,  Anderson  and  Lasater. 

Do  you  remember  reading  that  article? 

Mr.  Goodwin.  I  don't  remember  reading  it,  but  I  remember  the 
investigation.  I  think  we  were  deeply  involved  in  the  investigation 
on  Roger  Clinton. 

Mr.  Chertoff.  What  this  indicates  is  that  in  February  1985, 
which  is  2  months  before  the  Governor  asks  you  about  Dan  Lasater 
and  whether  he  is  going  to  be  the  target  of  an  investigation,  2 
months  before  that  request  from  Governor  Clinton,  there  was  actu- 
ally sworn  testimony  in  U.S.  District  Court  reported  in  the  news- 
paper that  you've  acknowledged  is  based  on  an  investigation  your 
own  police  were  involved  in  that  indicated  specifically  that  Lasater 
was  the  target  of  a  drug  investigation.  Is  that  correct? 

Mr.  Goodwin.  I  don't  think  that  is  correct;  no,  sir.  I  don't  think 
we  started  the  investigation  on  Lasater  until  after  the  contracts 
were  awarded  on  the  communications  system. 

Mr.  Chertoff.  Well,  the  article  is  dated  February  28,  1985.  It 
is  based  solely  on  sworn  testimony  in  a  Federal  Courtroom  with  a 
prosecutor,  a  defense  attorney,  a  judge  and  a  jury.  This  witness 
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gets  up  and  takes  the  oath  and  testifies  that  he  was  told  that  there 
was  an  investigation — that  he'd  been  told  by  Roger  Clinton  that 
Roger  Clinton  had  been  asked  to  set  up  Anderson,  a  drug  supplier, 
and  Dan  Lasater. 

This  testimony  in  Court  occurred  2  months  before  the  Governor 
asked  you  whether  Mr.  Lasater  was  the  subject  of  an  investigation 
or  the  target  of  an  investigation.  Is  it  your  testimony  you  were  un- 
aware of  any  efforts  to  target  Mr.  Lasater  as  reported  in  this  paper 
and  as  sworn  to  in  Federal  Court? 

Mr.  Goodwin.  What  I  remember  is  that  on  the  Lasater  investiga- 
tion, that  sometime  shortly  after  this  financial  transaction  on  the 
communications  system,  one  of  our  employees,  an  investigator  in 
the  Criminal  Investigation  Division,  I  don't  know  if  you'd  say  luck- 
ily, or  just  happened  to  talk  to  a  former  employee  of  Mr.  Lasater, 
which  started  the  investigation  on  Mr.  Lasater. 

Now,  I  know  his  name  was  mentioned  back  during  the  time  we 
were  investigating  I  guess  Sam  Anderson  and  Roger  Clinton,  but 
I  don't  think  we  ever  did  an  investigation  on  him. 

Mr.  Chertoff.  I  take  it  you  neither  brought  to  Governor  Clin- 
ton's attention  nor  did  he  bring  to  your  attention  anything  about 
this  testimony  in  Federal  Court  in  a  case  in  which  his  own  brother 
testified  which  established  that  Lasater  had  been  the  target  of  a 
drug  investigation  as  early  as  February  1985,  before  the  contract 
was  awarded? 

Mr.  Goodwin.  No,  sir.  I  don't  think  he  ever  brought  it  to  my  at- 
tention, and  I  don't  think  I  was  ever  aware  of  it.  If  I  was,  I  have 
forgotten  it. 

Mr.  Chertoff.  Let  me  go  back  to  this  bill,  Mr.  Young,  I  asked 
you  about,  which  I  now  think  we  all  have  copies  of.  It  is  a  bill 
dated  August  21,  1985,  and  it  is  to  you  from  Michael  Drake,  Senior 
Vice  President  of  Lasater  &  Company.  What  it  says  is:  "Lasater  & 
Company  submits  the  following  expenses  for  reimbursement  on  the 
referenced  transaction:  Travel,  entertainment,  and  miscellaneous 
$750;  Legal,  organizational,  and  miscellaneous  $26,500."  Do  you  re- 
member getting  this  bill? 

Mr.  Young.  Yes,  I  do. 

Mr.  Chertoff.  And  am  I  correct  that  this  bill  differed  from  other 
bills  you  had  received  earlier  involving  legal  expenses  from  the 
Mitchell  Williams  firm  which  actually  had  a  detailed,  itemized  list 
of  what  the  firm  did? 

Mr.  Young.  Yes,  that's  correct. 

Mr.  Chertoff.  What  did  you  do  with  this  bill? 

Mr.  Young.  It  is  my  recollection  that  when  we  settled  the  ac- 
count for  this  transaction,  we  paid  the  $750. 

Mr.  Chertoff.  Did  you  pay  the  $26,500? 

Mr.  Young.  No,  we  did  not. 

Mr.  Chertoff.  Why  not? 

Mr.  Young.  As  you  pointed  out,  I  don't  think  they  submitted  any 
detail  for  what  this  out-of-pocket  expense  was. 

Mr.  Chertoff.  And  was  this  a  matter  that  was  discussed  at  the 
board  of  T.J.  Raney  &  Sons? 

Mr.  Young.  I  don't  recall,  or  I  wouldn't  have  any  way  of  knowing 
because  I'm  not  a  member  of  the  board,  or  wasn't  a  member  of  the 
board  of  T.J.  Raney. 
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Mr.  Chertoff.  Did  you  hear  about  discussions  at  the  board  of 
T.J.  Raney  about  this  $26,500  and  what  it  was  for? 

Mr.  YOUNG.  I  do  not  remember  that. 

Mr.  Chertoff.  Was  there  some  question  about  whether  this  was 
a  legitimate  bill,  since  it  had  no  backup  and  no  detail? 

Mr.  YOUNG.  Well,  without  any  detail  about  what  it  was  for,  clear- 
ly if  we  didn't  pay  it  we  had  some  question  about  whether  it  was 
something  we  should  pay. 

Mr.  Chertoff.  Did  you  call  Mr.  Drake  up  and  ask  him  what  the 
heck  the  $26,500  was  for? 

Mr.  YOUNG.  I'm  sure  I  probably  did. 

Mr.  Chertoff.  What  did  he  tell  you? 

Mr.  Young.  I  don't  recall. 

Mr.  Chertoff.  Did  he  give  you  any  detail? 

Mr.  Young.  He  must  not  have.  We  didn't  pay  it. 

Mr.  Chertoff.  I  can  reason  that  out  myself.  What  I'm  trying  to 
get  from  you  is  what  actually  happened?  I  mean,  here  you  get  a 
bill  for  a  sizable  chunk  of  change.  It  has  no  backup.  It  makes  com- 
mon sense  you're  going  to  call  Michael  Drake  up.  You're  going  to 
say,  what  is  it?  What  did  he  say  to  you? 

Mr.  Young.  I  really  don't  recall.  Looking  at  the  bill,  I  would  have 
thought  that  maybe  it  might  have  been  just  a  way  to  readjust  the 
profit  percentages  in  the  transaction;  just,  in  effect,  a  request  for 
a  little  bit  more  of  the  pie,  so  to  speak. 

Mr.  Chertoff.  In  other  words,  you  thought  it  might  be  a  way 
to  get  some  money  that  was  not  really  for  legal,  organizational,  and 
miscellaneous  expenses,  but  would  be  used  for  some  other  reason? 

Mr.  Young.  Well,  just  in  effect,  would  be  a  little  bit  higher  profit 
distribution. 

Mr.  Chertoff.  And  that  was  never  paid;  right? 

Mr.  Young.  That's  correct. 

Mr.  CHERTOFF.  Speaking  about  law  firms,  your  syndicate  actu- 
ally hired  the  Mitchell  Williams  firm  to  work  for  you  in  the  period 
that  was  running  up  to  the  preparation,  the  passage,  and  the  sign- 
ing of  the  legislation  that  authorizes  this  police  contract;  right? 

Mr.  YOUNG.  Early  on  I'm  not  sure  I  considered  that  we  engaged 
them,  so  to  speak,  to  work  on  our  behalf.  They  did  work  on  behalf 
of  our  team,  together,  to  help  develop  the  legislation  and  other 
things  to  implement  the  transaction. 

Mr.  Chertoff.  It  was,  in  fact,  Mr.  Lasater  who  hired  them  to  do 
it;  right? 

Mr.  Young.  If  there  was  some  arrangement  early  on  that 
amounted  to  an  engagement,  they  would  have  done  that;  correct. 

Mr.  Chertoff.  This  is  now-Governor  Jim  Guy  Tucker's  law  firm; 
is  that  right? 

Mr.  Young.  I  think  that  Governor  Tucker  was  a  member  of  that 
firm  at  that  particular  time. 

Mr.  Chertoff.  Of  course,  he  wasn't  Governor  at  that  time;  right? 

Mr.  Young.  Right.  Correct. 

Mr.  Chertoff.  Now,  you  actually  got  bills  from  Mr.  Tucker's  law 
firm  for  the  work  they  did  during  this  period  of  time  before  the  leg- 
islation was  passed;  right? 

Mr.  Young.  I  think  that  we  got  a  bill,  and  I  think  that  again  was 
a  part  of  the  submission  of  materials  we  presented  to  the  Commit- 
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tee.  We  got  a  bill  that  was  forwarded  to  us  from  Michael  Drake 
that  had  been  submitted  to  their  firm  by  the  Mitchell  firm  request- 
ing that  we  pay  a  portion  of  that  expense — a  third,  as  I  recall. 

Mr.  Chertoff.  So  there  is  no  mistake  in  your  mind  that  in  the 
period  during  which  the  legislation  was  being  prepared,  that  the 
Mitchell  firm  was  working  for  your  syndicate  and  you  were  paying 
the  money  to  do  the  work  on  the  bill;  right? 

Mr.  YOUNG.  They  were  working  with  us  in  that  effort,  and  after 
the  legislation  was  passed  we  received  the  bill  and,  from  my  recol- 
lection, we  paid  a  third  of  it. 

Mr.  Chertoff.  I  want  to  even  show  you,  there  is  an  itemized  bill 
which  is  in  your  package.  It  bears  the  handwritten  number  "83"  in 
the  corner,  and  it  is  dated  February  20,  1985.  It  is  "For  Services 
Rendered  as  of  1/31/85."  I  want  you  to  turn  to  page  83.  The  num- 
bers are  at  the  bottom.  Do  you  see  a  statement  for  1/18/85,  "Review 
revised  DFA" — that  would  be  Development  Finance  Authority — 
"Bill  for  Governor's  Office,  prepare  revised  bills  for  distribution." 
Do  you  see  that? 

Mr.  Young.  I  see  that. 

Mr.  Chertoff.  That  is  part  of  the  bill  that  you  shared  in  paying 
for  the  Mitchell  Williams  firm's  work  on  preparing  this  bill,  which 
began  as  an  ADFA  bill,  and  then  later  became  the  Police  Radio 
Bill;  is  that  right? 

Mr.  Young.  That's  what  that  statement  appears  to  refer  to,  but 
I  don't  recall  that  it  was  originally  drafted  as  an  ADFA  bill,  but 
that  may  have  been  the  case. 

Mr.  Chertoff.  And  you  paid  this  bill? 

Mr.  Young.  I  think  that  is  correct.  We  paid  a  third  of  it. 

Mr.  Chertoff.  So  you  and  your  syndicate,  this  firm  was  working 
for  you  and  you  were  paying  them  for  preparing  this  legislation; 
right?  That  is  what  it  says  in  the  bill. 

Mr.  Young.  Well,  it  says  in  the  bill  that  it  was  a  bill  to  Lasater 
&  Company.  It  wasn't  a  bill  to  our  firm,  or  our  account. 

The  Chairman.  You  did  pay  one-third? 

Mr.  Young.  Yes,  we  did. 

The  Chairman.  Come  on,  let's  stop  quibbling. 

Mr.  Chertoff.  I  want  to  read  you  the  testimony  of  Ms.  Betsey 
Wright  last  Thursday: 

Ms.  Wright.  There  were  no  bids.  We  were  establishing  legislation.  The  Mitchell 
firm  wrote  our  ADFA  legislation,  Mr.  Chertoff.  This  was  a  spinoff  piece  of  separate 
legislation.  The  Mitchell  firm  obviously  was  going  to  continue  doing  this.  I  know 
nothing  about  the  Mitchell  firm's  relationship  with  Mr.  Lasater,  nothing.  I'm  not  in 
the  business  of  keeping  track  of  who  has  what  law  firm. 

Now  this  is  again  Betsey  Wright.  You  remember  Betsey  Wright? 
She  was  the  Chief  of  Staff  to  the  Governor  at  this  time? 

Mr.  Young.  I  do  know  who  she  is. 

Then  we  go  on: 

Mr.  Chertoff.  Whether  or  not,  now  did  you  know  that  they  had  been  hired  to 
work  on  this  particular  matter  by  Dan  Lasater? 

Ms.  Wright.  I  did  not. 

Then  she  concludes  by  saying: 

Ms.  Wright.  All  I  know  is  that  the  work  that  the  Mitchell  firm  did  at  our  request 
in  working  with  us  was  on  our  legislation  that  was  part  of  the  Governor's  package 
on  the  Governor's  initiatives  and  it  had  nothing  to  do  with  whatever  else  they  were 
doing  for  Dan  Lasater.  That's  all  I  know. 
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Now,  you  would  agree  with  me,  Mr.  Young,  that  that's  not  true? 
That  this  bill — which  you  paid  one-third  of — absolutely  proves  that 
when  they  were  prepared  this  ADFA  bill  for  the  Governor's  office, 
they  were  actually  working  for  your  syndicate,  for  Mr.  Lasater,  and 
you  were  paying  them  for  it.  Right? 

Mr.  Young.  They  were  working  as  part  of  our  group,  and  to  the 
extent  that  we  made  a  payment  on  the  bill,  I  guess  you  are  correct 
that  they  were  working  for  our  efforts. 

Mr.  Chertoff.  And  Betsey  Wright  is  incorrect  when  she  says 
that  they  were  working  exclusively  for  the  Governor? 

Mr.  Young.  Well,  I  cannot  really  evaluate  the  accuracy  of  what 
she's  saying. 

Mr.  Chertoff.  In  fact,  would  you  agree  with  me  that  the  reason 
that  you — I  mean,  you  actually  began  this  effort  to  get  this  contract 
working  with  Hutton,  and  Lasater  only  came  in  as  the  third  part- 
ner a  little  bit  later?  Is  that  right? 

Mr.  Young.  No,  that  is  not  correct. 

Mr.  Chertoff.  Well,  putting  aside  the  timing  of  this,  would  you 
agree  with  me  that  the  reason  Lasater  was  brought  in  was  pre- 
cisely because  Lasater  was  seen  as  having  a  relationship  with  the 
Governor? 

Mr.  Young.  No,  that  is  not  correct. 

Mr.  CHERTOFF.  I  want  to  read  you  the  testimony  of  Mr.  Michael 
J.  Drake  concerning  his  conversation  with  Dan  Lasater  back  at  the 
time,  and  this  is  at  page  87  of  his  deposition. 

Question:  Could  you  explain  to  me  in  your  words  how  you  relayed  that  to  him  and 
how  you  characterized  it?  What  did  Mr.  Synder 

Answer:  I  said,  as  well  as  I  can  remember — it  was  a  long  time  ago — a  T.J.  Raney 
has  come  to  us,  because  of  your  relationship  with  Bill,  to  try  to  get  this  legislation 
passed  that  will  enable  us  to  take  a  proposal  to  the  State  Police  Commission  to  sell 
these  securities  and  help  them  acquire  this  new  communications  system,  this  hot- 
shot thing  Motorola  has  come  up  with. 

You  dispute  that  you  went  to  Lasater  &  Company  because  of  Mr. 
Lasater's  relationship  with  Bill  Clinton? 

Mr.  Young.  That's  correct. 

Mr.  Chertoff.  You  dispute  Mr.  Drake's  testimony? 

Mr.  YOUNG.  That's  not  my  recollection  of  what 

Mr.  Chertoff.  Mr.  Drake  also  goes  on  to  say,  "We  chose  the 
Mitchell  law  firm  in  Little  Rock  to  draft  the  legislation  for  us." 
Now,  you  agree  that  that  part  of  the  testimony  is  true  and  is  sup- 
ported by  the  bill;  right? 

Mr.  Young.  That's  correct. 

Mr.  Chertoff.  Did  you  know  that  the  Mitchell  firm  also  ren- 
dered the  legal  opinion  that  ultimately  decided  the  outcome  of  the 
bidding  contest  between  the  Lasater  group  and  First  Capitol,  which 
was  the  bidder  that  was  the  kind  of  next-in-line  to  get  the  contract? 

Mr.  Young.  They  did  what?  I'm  not  sure  I  understand  what  your 
statement  was. 

Mr.  Chertoff.  Didn't  the  very  same  law  firm  that  you  guys  paid 
for  to  write  the  legislation  with  the  Governor's  office,  didn't  they 
also  get  called  upon  to  write  the  critical  opinion  that  wound  up  de- 
termining that  the  Lasater  bid  would  be  the  winning  bid  on  this 
contract? 

Mr.  Young.  No,  they  did  not. 


2485 

Mr.  Chertoff.  I  am  going  to  show  you  a  letter  dated  May  16, 
1985,  from  the  Mitchell  Williams  firm.  It  is  in  your  package.  Take 
a  moment  to  get  that  out.  Do  you  recognize  that? 

Mr.  Young.  I  have  not  seen  this  letter.  If  I  have  seen  this  letter, 
it's  been  some  time  ago.  I  don't  recall  it. 

Mr.  Chertoff.  Mr.  Young,  let  me  set  the  stage.  The  stage  is  that 
when  this  selection  was  made,  First  Capitol,  which  was  one  of  the 
competing  bidders,  complained  because  what  they  said  is  that  the 
Raney/Hutton/Lasater  bid  was  based  upon  a  proposal  that  allowed 
the  winning  bidders  to  kind  of  keep  the  money  and  invest  it  for  a 
period  of  6  months  before  they  distributed  it  back  to  the  investors. 
What  the  losing  bidder  said  was,  "Hey,  we  didn't  know  you  were 
allowed  to  do  that  under  the  law.  As  we  read  the  legislation,  you 
have  to  pay  the  investors  every  month.  And  if  we  had  known  that, 
we  could  have  redone  our  bid  and  beaten  the  Lasater  Company." 

To  resolve  this  critical  issue  of  interpreting  the  legislation,  not 
surprisingly  the  Director  of  Purchasing  turned  to  the  Mitchell  Wil- 
liams firm  and  got  an  opinion  from  the  Mitchell  Williams  firm 
which  had  drafted  the  legislation  that  said  that  it  was  within  the 
legislation  to  have  Lasater  structure  the  deal  the  way  he  had  done 
in  his  bid.  And  that  is  what  allowed  Lasater  to  win  the  contract. 

So  my  question  to  you  is  this:  Whether  or  not  you  specifically  re- 
member this  letter,  Mr.  Young,  do  you  recognize  the  Mitchell,  Wil- 
liams, Selig,  Jackson  &  Tucker  firm,  Jim  Guy  Tucker's  firm,  that 
wrote  this  opinion  that  made  the  final  decision  on  who  would  win 
this  as  being  the  very  same  firm  that  wrote  the  legislation  for  the 
Governor's  office  while  you  were  paying  them  to  do  it? 

Mr.  Young.  Well,  I  would  disagree  with  your  statement  about 
what  the  issue  in  this  letter  is.  This  letter  says  the  question  pre- 
sented is  whether  Section  5  of  the  Act  requires  the  lease  payments 
as  defined  in  Section  3  of  the  Act  are  required  to  be  made  on  a 
monthly  basis  to  investors  who  purchase  an  interest  in  a  lease 
agreement  authorized  by  the  Act. 

Mr.  Chertoff.  Right.  This  is  my  last  question.  Wasn't  the  com- 
plaint that  was  raised  by  the  losing  bidder  that  they  thought  you 
had  to  pay  on  a  monthly  basis?  Whereas,  the  Lasater,  your  group, 
took  the  position  you  could  hold  the  money  for  6  months  and  invest 
it  and  then  pay  the  money  back  after  you've  made  some  money  in 
the  stock  market,  or  in  other  securities?  And  didn't  this  letter 
reach  a  decision  that  said  that  the  proposal  that  your  group  put  in 
was  in  fact  permissible,  not  withstanding  what  appeared  to  be  in 
the  law  a  requirement  of  monthly  payments? 

Mr.  Young.  Our  proposal  was  prepared,  in  my  recollection,  ex- 
actly like  all  the  other  proposals  that  were  presented  to  the  State 
Police.  I  think  the  one  that  you  are  referring  to  was  the  only  one 
that  interpreted  the  law  as  requiring  monthly  payments  to  inves- 
tors. They  simply  misunderstood  the  law.  And  the  other  presenters, 
or  proposers,  on  this  transaction  had  other  law  firms  in  addition 
to  the  Mitchell  firm  involved  with  their  transaction  that  took  the 
same  interpretation  we  did. 

Mr.  Chertoff.  The  legal  firm  that  decided  that  your  interpreta- 
tion was  right  and  theirs  was  wrong  was  the  legal  firm  that  you 
had  hired;  right? 
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Mr.  Young.  They  presented  an  opinion  on  that  issue.  I  don't 
think  that  resolved  the  question  of  who  had  the  best  proposal. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Counsel. 

The  Chairman.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Good  morning,  panel. 

Before  we  get  into  the  business  of  this  panel,  let  me  simply  note 
that  in  addition  to  the  leak  relating  to  Mrs.  Clinton's  fingerprints 
being  present  on  the  billing  records,  there  was  an  additional  leak 
that  we  ought  to  mention,  I  guess,  in  the  spirit  of  equal  oppor- 
tunity leaking  from  the  Independent  Counsel's  Office,  to  say  that 
Margaret  Williams'  fingerprints  were  not  found  on  the  billing  rec- 
ords. We've  had  much  speculation  and  much  to  do  about  whether 
Ms.  Williams  carried  those  records  out  of  Mr.  Foster's  office,  the 
presumption  being  made  that  they  were  in  Mr.  Foster's  office  the 
night  of  Mr.  Foster's  suicide,  and  it  would  seem  that  those  conclu- 
sions by  the  FBI  are  equally  consistent  with  the  notion  that  Ms. 
Williams  did  not  handle  those  billing  records. 

The  record  that  we  have  established  is  that  in  1992  these  records 
were  the  subject  of  press  inquiries  during  the  1992  campaign;  that 
they  were  reviewed  by  Mr.  Foster  and  others;  and  it  was  certainly 
logical  that  Mrs.  Clinton  would  have  handled  them  in  1992. 

So  getting  to  this  morning's  hearing 

Senator  Sarbanes.  Mr.  Chairman,  could  I  just  interject  there? 

The  Chairman.  Certainly. 

Senator  Sarbanes.  I  do  think  that  this  question  of  leaks  is  an 
important  one.  We  discussed  it  last  week,  and  we  obviously  will  fol- 
low up  on  it.  But  I  do  want  to  read  in  what  the  spokesperson  for 
Mr.  Starr  said.  She  said: 

That  the  Office  would  not  comment  on  the  accuracy  of  reports  that  Mrs.  Clinton's 
fingerprints  had  been  lifted  off  the  billing  records,  or  even  whether  such  investiga- 
tive information  exists. 

We  do,  however,  take  seriously  the  claim  that  confidential  information  might  have 
been  disclosed.  The  public  disclosure  of  any  investigative  information  by  a  member 
of  this  office  or  any  other  law  enforcement  agency  would  constitute  an  intolerable 
breach  of  confidentiality. 

I  just  think  that  ought  to  be  in  the  record.  We  had  that  article, 
and  then  there's  a  story  today  that  says,  "FBI  fingerprint  experts 
who  found  First  Lady  Hillary  Rodham  Clinton's  prints  on  long-lost 
Rose  Law  Firm  billing  records  .  .  ."  So  now  it  has  become,  as  it 
were,  supposedly  an  established  record.  It  just  shows  how  this 
thing  progresses.  It  goes  on  to  say,  ".  .  .  did  not  find  those  of  her 
Chief  of  Staff,  Margaret  A.  Williams,  law  enforcement  sources  say." 

This  kind  of  leaking  of  material  really  makes  it  very  difficult  to 
carry  on,  I  think,  an  orderly  inquiry  by  this  Committee,  and  it  cer- 
tainly complicates  the  inquiry  by  the  Independent  Counsel. 

The  Chairman.  If  I  might,  Senator,  I  think  that  goes  to  the  heart 
of  the  matter  that  Senator  Mack  raised.  I  think  we  should  ascer- 
tain how  we  can  go  about  getting  that  information,  and  whether  it 
is  true  or  not  true.  I  have  no  way  of  knowing,  nor  have  I  indicated 
that  I  believe  fingerprints  are  there,  or  not  there,  or  whose  may, 
or  whose  may  not  be  there. 

I  am  somewhat  surprised  that  there  are  any  fingerprints,  given 
the  manner  in  which  the  original  papers  were  handled.  We  had  ex- 
tensive testimony  with  respect  to  that.  We  had  the  testimony  that 
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came  from  Jane  Sherburne  who  was  here.  Ms.  Sherburne  was  con- 
cerned about  the  methodology,  whether  they  should  make  copies  at 
the  time,  or  exactly  what  should  be  done,  and  she  raised  that  issue. 

I  think  there  was  the  counsel,  Mr.  Schulke,  who  was  there  for 
Ms.  Huber,  as  well  as  Mr.  Kendall,  and  the  judgment  was  made 
to  make  copies  and  to  send  the  original  over  to  the  FBI.  So  I  don't 
know  whether  there  are  any  fingerprints  there.  Certainly  no  one  on 
this  Committee  had  this  information.  No  one  on  this  Committee 
could  have  leaked  it.  Whether  it  was  leaked  from  FBI  sources  or 
sources  with  the  Independent  Counsel,  I  have  no  way  of  knowing; 
and  whether  they  are  legitimate  or  not;  or  whether  Maggie  Wil- 
liams' fingerprints  are  there  or  not  there,  or  the  First  Lady's,  I  just 
don't  know. 

But  I  do  believe  that  Senator  Mack's  request  is  one  that  this 
Committee  should  follow  through  on.  The  manner  in  which  we  do 
it  I  would  certainly,  as  I  have  indicated,  look  to  work  with  the  Mi- 
nority Counsel  and  with  the  Ranking  Member  to  establish  a  meth- 
odology for  attempting  to  find  out  whose  fingerprints,  if  any,  were 
on  those  billing  records. 

Senator  Sarbanes.  I  don't  object  to  the  method.  I  do  object  to  the 
use  of  the  terms  "felony,  perjury,  and  obstruction  of  justice"  as 
though  it  was  some  sort  of  established  fact.  I  note  that  in  the  story 
in  The  Washington  Post  it  was  pointed  out  that  it  was  possible 
Mrs.  Clinton  handled  these  records  during  the  1992  campaign. 

The  Chairman.  Well,  it  could  be 

Senator  Sarbanes.  And  that  story  goes  on  to  say,  "Fingerprints 
can  remain  intact  on  some  materials,  including  paper,  for  years." 
So,  you  know,  it  is  one  thing  to  try  to  get  an  explanation;  it  is  an- 
other to  sort  of  leap  and  start  making  charges  or  accusations. 

The  Chairman.  I  think  it  is  important  that  we 

Senator  Mack.  Mr.  Chairman. 

The  Chairman.  Yes,  Senator  Mack. 

Senator  Mack.  My  colleagues  on  the  other  side  want  it  both 
ways.  They  want  to  charge  that  I'm  jumping  to  conclusions,  but  yet 
in  the  same  discussions  they  make  the  charge  that  the  Special 
Counsel,  the  Special  Prosecutor,  is  the  one  responsible  for  leaking 
the  information,  which  is  somebody  jumping  to  a  conclusion  there. 
I  mean,  all  I  am  doing  is  raising  the  issue  here,  and  I  think  it  is 
a  legitimate  issue  to  raise. 

Senator  Sarbanes.  All  I  did  was  quote  the  language  of  the  Inde- 
pendent Counsel.  I  didn't  make  the  charge  one  way  or  the  other. 
I  mean,  they're  the  ones  who  have  the  records,  and  as  I  understand 
it,  are  doing  the  fingerprint  examination.  But  in  any  event 

Senator  Mack.  I  am  referring  to  Mr.  Ben-Veniste.  He  certainly, 
I  think,  made  the  comment  that  the  Special  Prosecutor  or  Inde- 
pendent Counsel  had  leaked  that  information. 

Mr.  Ben-Veniste.  Well,  if  I  may,  what  I  said  was  that  the  FBI, 
or  the  Independent  Counsel,  someone  working  with  these  records, 
appeared  to  have  leaked  the  information,  and  I  think  that's  consist- 
ent with  the  statement  made  by  the  Independent  Counsel's  Office 
which  regretted  the  fact  that  a  leak  had  occurred. 

The  Chairman.  I  think  we  all  regret  when  leaks  occur.  But  I  also 
think  we  shouldn't  rush  to  judgment,  and  I  am  not  suggesting  who 
did  or  didn't,  but  there's  a  question  as  to  some  information  that  ap- 
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peared  back  in  late  January  or  early  February.  I  am  convinced  that 
no  one  from  our  staff  leaked  that;  that  there  was  great  access  to 
those  documents.  We'll  attempt  to  narrow  that  down,  who  may  or 
may  not  have  in  this  instance,  and  certainly  it  would  appear  that 
no  one  from  the  staff  has  ever  had  any  access  whatsoever  to  it. 

But  questions  remain:  What  about  the  facts?  Are  there  finger- 
prints? I  don't  know.  Should  we  ascertain  if  there  are?  I  think  it 
is  reasonable  before  we  conclude  our  inquiry  to  certainly  attempt 
to  ascertain  that.  The  appropriate  manner  in  which  we  do  it,  I  am 
going  to  leave  to  our  two  distinguished  Counsels  to  see  if  they  can't 
work  out  in  what  manner  we  should  proceed  to  get  the  information 
as  to  whose  fingerprints,  if  any,  are  on  there.  That  I  believe  is  ap- 
propriate and  is  something  I  think  we  should  follow  through  on. 

Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  I  presume  that  my  time  has  been  restored? 

The  Chairman.  We  will  give  you  whatever  time  you  feel  is  nec- 
essary. 

Mr.  Ben-Veniste.  Thank  you. 

Let's  talk  about,  in  context,  what  this  contract  back  11  years  ago 
in  Arkansas  between  the  State  of  Arkansas  and  the  Bond  Under- 
writers was  all  about.  First,  let's  find  out  what  it's  not  about.  Is 
there  anyone  on  this  panel  who  believes  that  this  bond  contract 
had  something  to  do  with  the  Madison  Bank  or  Madison  Savings 
&  Loan? 

[Witnesses  nod  in  the  negative.] 

Mr.  Ben-Veniste.  Did  it  have  anything  to  do  with  Whitewater? 

Senator  Sarbanes.  You  are  all  shaking  your  head  "no,"  but  that 
doesn't  show  up  with  the  reporter.  So  if  you  don't  think  it  had  any- 
thing to  do  with  it,  you  need  to  say,  no,  it  didn't. 

Mr.  Young.  No. 

Mr.  Myers.  No. 

Mr.  Goodwin.  I  have  no  knowledge. 

Mr.  Mitchum.  No. 

Mr.  Ben-Veniste.  Did  it  have  anything  to  do  with  the  White- 
water investment  which  was  entered  into,  as  I  understand  it,  back 
in  1978?  Did  this  transaction  somehow  intersect  with  Whitewater? 

Mr.  Young.  No. 

Mr.  Myers.  No. 

Mr.  Goodwin.  No. 

Mr.  Mitchum.  No. 

Mr.  Ben-Veniste.  So  we  are  looking  at  a  transaction  that  in- 
volved the  State  of  Arkansas  and  some  business  that  it  was  doing 
with  bond  underwriting  back  11  years  ago  that  had  nothing  to  do 
with  the  McDougals,  Madison  Savings  &  Loan,  or  the  Whitewater 
investment.  Just  so  that  we  are  all  on  the  same  page  here. 

Mr.  Young.  Yes. 

Mr.  Myers.  [Nods  in  the  affirmative.] 

Mr.  Goodwin.  That  is  my  understanding. 

Mr.  Mitchum.  No,  sir,  not  to  my  knowledge. 

Mr.  Ben-Veniste.  Now  since  we  are  looking  at  this,  I  suppose 
what  one  would  want  to  find  out,  if  there  was  some  kind  of  a  rigged 
or  phony  deal  back  11  years  ago  in  Arkansas,  was  whether  this 
whole  bond  underwriting  was  a  pretext  to  build  a  bridge,  as  it 
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were,  over  a  gully  that  no  one  travelled  over,  essentially  something 
that  was  unnecessary. 

Let  me  turn  to  you,  Mr.  Goodwin.  Your  background  is  with  the 
Arkansas  State  Police.  I  understand  you  had  38  years  of  service  be- 
fore your  retirement? 

Mr.  Goodwin.  That's  correct. 

Mr.  Ben-Veniste.  Who  appointed  you  to  be  the  Director? 

Mr.  Goodwin.  Governor  Frank  White. 

Mr.  Ben-Veniste.  Governor  Frank  White.  Was  he  a  Republican 
or  a  Democrat? 

Mr.  Goodwin.  He  was  a  Republican. 

Mr.  Ben-Veniste.  When  did  Governor  White  appoint  you  to  be 
the  Director  of  the  State  Police? 

Mr.  Goodwin.  July  1,  1981. 

Mr.  Ben-Veniste.  Mr.  Mitchum,  what  was  your  role  back  in  the 
1980's  in  Arkansas? 

Mr.  Mitchum.  Relative  to  this  issue,  I  was  on  the  Arkansas 
State  Police  Commission. 

Mr.  Ben-Veniste.  As  I  understand  it,  you  served  on  the  Arkan- 
sas State  Police  Commission  from  1982  until  1989?  Is  that  correct? 

Mr.  Mitchum.  That's  correct. 

Mr.  Ben-Veniste.  Who  appointed  you  to  the  Arkansas  State  Po- 
lice Commission? 

Mr.  Mitchum.  Governor  Frank  White. 

Mr.  Ben-Veniste.  So  you  were  also  appointed  by  a  Republican 
Governor  prior  to  the  bond  underwriting  that  we  are  going  to  look 
at  here  today? 

Mr.  Mitchum.  That's  correct. 

Mr.  Ben-Veniste.  Now  do  either  of  you  individuals  feel  that  the 
proposal  put  together  by  Raney,  E.F.  Hutton,  and  Lasater  was  not 
the  best  bid  put  in  for  that  contract? 

Mr.  Mitchum.  I  believe  it  was  the  best  deal  for  the  people  of  Ar- 
kansas. 

Mr.  Ben-Veniste.  Mr.  Goodwin. 

Mr.  Goodwin.  Yes.  I  had  to  depend  on  other  people,  but  I  think 
I  depended  on  good  people;  good,  honest,  and  hard-working  people. 

Mr.  Ben-Veniste.  Mr.  Myers,  you  are  an  actuary?  Correct? 

Mr.  Myers.  That's  correct. 

Mr.  Ben-Veniste.  You  were  brought  in  by  Mr.  Mitchum,  if  I  un- 
derstand it,  to  essentially  run  the  numbers  to  compare  the  various 
bids  that  had  been  put  forward  for  this  underwriting  contract? 

Mr.  Myers.  That's  correct. 

Mr.  Ben-Veniste.  What  was  your  conclusion,  sir,  as  to  who  had 
put  forward  the  best  bid  for  the  State  of  Arkansas? 

Mr.  Myers.  I  believe  at  the  time  that  I  concurred  with  their  deci- 
sion that  it  would  be  the  Raney/Hutton/Lasater  bid. 

Mr.  Ben-Veniste.  Of  course,  Mr.  Young,  you  were  a  partisan 
since  you  were  a  part  of  that  triumvirate  who  put  in  the  best  bid, 
but  I  take  it  your  position  was  that  you  had  put  forward  the  best 
bid? 

Mr.  Young.  Yes,  it  was. 

Mr.  Ben-Veniste.  Now  let  me  ask  whether  there  was  a  need  for 
police  radios  in  Arkansas  in  1985?  Mr.  Goodwin,  could  you  tell  us 
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how  it  came  to  pass  that  you  needed  to  raise  the  funds  which  this 
bond  underwriting  addressed? 

Mr.  Goodwin.  Well,  to  begin  with,  the  system  we  operated  under 
was  a  low-band  AM  radio  system.  If  I'm  not  mistaken,  our  studies 
showed  that  we  got  about  35  to  40  percent  coverage  statewide  with 
that  system. 

Mr.  Ben-Veniste.  What  does  that  mean?  That  more  than  half  of 
the  State  was  out  of  radio  communication? 

Mr.  Goodwin.  More  than  half  the  State  was  dead  as  far  as  police 
communications.  The  new  system  brought  us  up,  and  the  contract 
was  for,  to  90  percent  coverage,  statewide — 90  percent  coverage  90 
percent  of  the  time.  All  indications  that  we  got  from  the  surveys 
that  we  ran,  they  exceeded  the  90  percent  required. 

Mr.  Ben-Veniste.  Was  there  a  particular  incident  in  Arkansas 
that  highlighted  the  need  to  upgrade  and  replace  the  existing  radio 
communications  network  for  the  State  Police? 

Mr.  Goodwin.  Yes,  I  think  it  did.  I  don't  know  that  it  really  had 
anything  to  do  with  it,  but  we  had  a  trooper  by  the  name  of  Louis 
Bryant  that  was  shot  and  killed  on  a  traffic  stop  just  east  of  De 
Queen,  Arkansas. 

Louis  Bryant  was  in  one  of  those  dead  spots  where  he  could  not 
call  into  his  Troop  Headquarters.  I  confirmed  that  myself  shortly 
after  the  killing  by  being  in  that  location  and  tried  to  transmit  out. 
Yes,  that  particular  case  was  used  as  an  example  of  why  we  needed 
a  new  system. 

Mr.  Ben-Veniste.  So  it  is  clear  beyond  any  doubt  that  there  was 
a  need  to  replace  the  antiquated  communications  system  being 
used  by  the  Arkansas  State  Police  in  the  mid-1980's.  Now  the  ques- 
tion is:  Was  it  appropriate  to  raise  the  funds  to  pay  for  the  new 
radio  communications  system  by  issuing  bonds.  Was  there  any 
question  about  that  in  your  mind? 

Mr.  Goodwin.  I  don't  recall  any  questions,  ever,  by  anybody  that 
it  was  inappropriate  to  do. 

Mr.  Ben-Veniste.  So  there  was  a  need  for  the  radio  equipment. 
There  was  a  need  for  a  way  to  finance  the  purchase  of  the  radio 
equipment.  And  there  is  no  one  who  says  that  it  was  inappropriate 
to  finance  those  purchases  through  the  use  of  bonds. 

That  radio  equipment  has  been  in  place  now  for  11  years.  Was 
there  any  suggestion  that  the  equipment  or  the  purchase  of  that 
equipment  was  a  phony  deal,  or  was  rigged  in  some  way,  and  you 
got  kind  of  a  lemon  that  no  one  else  would  take? 

Mr.  Goodwin.  To  my  knowledge  we  had  very  little  criticism — the 
biggest  criticism  I  think  we  had  probably  came  from  the  Sheriff's 
Departments  who  did  not  have  the  funds  to  actually  piggyback  onto 
the  program.  You  know,  I  don't  know  if  it  was  disappointment  or 
what,  but  there  was  some  feedback  from  Sheriffs  on  it. 

Mr.  Ben-Veniste.  But  in  terms  of  the  State  Police  itself,  you  in-  if 
dicated  that  with  the  upgraded  system,  the  new  system,  you  now 
had  better  than  90  percent  coverage  statewide  by  your  troopers 
communicating  through  the  new  equipment;  correct? 

Mr.  Goodwin.  That's  correct. 

Mr.  Ben-Veniste.  Now  let's  talk  about  how  the  process  went  for- 
ward. Mr.   Mitchum,  were  you  specifically  designated  to  be  the 
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hands-on  representative  of  the  State  Police  in  connection  with  the 
solicitation  and  receipt  of  the  bids? 

Mr.  Mitchum.  Not  specifically. 

Mr.  Ben-Veniste.  What  role  did  you  play? 

Mr.  Mitchum.  Since  I  was  the  only  Commissioner  with  a  finance 
background,  I  became  sort  of  the  in-house  number-cruncher,  if  you 
will,  by  virtue  of  my 

Senator  Sarbanes.  When  did  you  become  a  Commissioner,  Mr. 
Mitchum? 

Mr.  Mitchum.  In  1982. 

Senator  Sarbanes.  Is  that  by  appointment  of  the  Governor? 

Mr.  Mitchum.  Yes,  sir. 

Senator  SARBANES.  Confirmed  or  just  a  Governor's  appointment? 

Mr.  Mitchum.  Confirmed  by  the  Senate. 

Senator  SARBANES.  Who  appointed  you? 

Mr.  MITCHUM.  Governor  Frank  White. 

Senator  SARBANES.  Governor  White? 

Mr.  Mitchum.  Yes,  sir. 

Mr.  Ben-Veniste.  Did  you  draw  upon  Mr.  Myers'  expertise  in 
connection  with  evaluating  the  bids  that  were  received? 

Mr.  Mitchum.  Yes. 

Mr.  Ben-Veniste.  How  did  that  come  about? 

Mr.  Mitchum.  I  did  some  computations  on  the  proposals  that 
were  received  in  response  to  the  RFP's  and  came  to  a  conclusion 
that  I  thought  the  Raney/Hutton/Lasater  proposal  was  the  best  one 
in  concept.  And,  knowing  that  this  was  a  volatile  issue — and  at 
that  time  I  think  it  was  the  largest  bond  issue  that  had  ever  been 
done  by  the  State  government  in  Arkansas — I  wanted  some  inde- 
pendent verification  or  corroboration.  So  I  talked  with  my  attorney, 
Robert  Hardin,  who  referred  me  basically  to  Mr.  Myers. 

Mr.  Ben-Veniste.  He  referred  you  to  Mr.  Myers  as  an  expert 

.1  who  could  look  at  the  numbers  and  the  proposals  with  a  fresh  eye 

and  determine  whether  you  were  correct  in  terms  of  your  analysis? 

Mr.  Mitchum.  That's  correct. 

Mr.  Ben-Veniste.  Mr.  Myers,  you  have  indicated  that  at  the  end 
of  the  day  after  you  were  finished  with  your  evaluation,  and  I  won't 
ask  you  to  get  into  the  actuarial  processes  at  this  point  that  were 
applied,  but  perhaps  at  some  point  today  we  will  hear  all  of  that, 
but  I  would  like  to  get,  again,  to  the  bottom  line.  Did  you  agree 
with  Commissioner  Mitchum? 

Mr.  Myers.  It  has  been  a  long  time,  and  I  am  looking  at  what 
these  notes  are  here. 

Mr.  Ben-Veniste.  I  understand  that. 

Mr.  Myers.  I  calculated  some  numbers  in  the  analysis  as  not 
readable.  I  can't  say  exactly  whether  I  said  the  number  one  bidder 
was  First  Capital  or  Raney/Hutton/Lasater  as  the  way  these  num- 
bers are  presented  right  here.  I  really  don't  have  a  very  clear  pic- 
ture of  that. 

Mr.  Ben-Veniste.  Well,  I  understand  it  is  a  long,  long  time  ago, 
and  to  ask  for  your  recollection  on  the  computation  is  one  thing 

Mr.  Myers.  I  think  as  I  said  early  on  the  basis  of  what  I  recol- 
lect, I  think  I  went  along  with  Mr.  Mitchum's  concurrence  on  it.  I 
believe  that's  what  I  came  to  the  conclusion. 
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Mr.  Ben-Veniste.  Mr.  Young,  the  notion  here  has  been  put  for- 
ward that  you  were  very  interested  in  associating  with  Mr.  Lasater 
for  some  reason,  associated  with  Mr.  Lasater's  perceived  connection 
to  Governor  Clinton.  Let  me  ask  you  when  you  first  heard  about 
the  opportunity  to  submit  a  proposal  with  respect  to  this  radio  con- 
tract, did  you  seek  out  Mr.  Lasater  or  did  you  go  somewhere  else 
to  partner  up? 

Mr.  Young.  We  initially,  when  we  first  became  aware  of  the 
transaction  because  of  its  size  and  complications,  and  because  of 
our  size  and  capitalization  at  that  time,  this  was  the  type  of  trans- 
action we  would  normally  partner  with  another  investment  firm  on. 
Our  first  call  to  consider  another  partner  was  to  Stevens,  a  Little 
Rock  investment  firm. 

Mr.  Ben-Veniste.  Now  according  to  Ms.  Wright's  testimony  be- 
fore this  Committee,  prior  to  Governor  Clinton's  election  in  1992 — 
1982,  I'm  sorry,  I  get  decades  mixed  up  sometimes,  that  Wurthen 
&  Company,  and  I  take  it  you  in  partnership  with  Wurthen  & 
Company,  had  essentially  a  lock  on  the  bond  business;  that  you 
were  the  principal  or  Wurthen  was  the  principal  underwriter  who 
got  the  State  of  Arkansas'  business? 

Mr.  Young.  I  think  you  might  be  referring  to  Stevens? 

Mr.  Ben-Veniste.  Stevens,  I'm  sorry. 

Mr.  Young.  Well,  both  Stevens  and  Raney  had  been  in  existence 
in  Arkansas  since  the  early  1930's,  and  we  had,  of  the  two  firms, 
we  probably  did  more  business  in  Arkansas  than  any  other  of  the   I 
firms  in  the  State  at  that  time.  ; 

Mr.  Ben-Veniste.  And  is  it  fair  to  say  that  following  Governor   k 
Clinton's  1982  election  and  going  forward,  the  process  was  opened 
up  and  that  more  underwriting  companies  were  awarded  contracts   ) 
with  the  State?  :i 

Mr.  Young.  I  think  it  is  fair  to  say  that  after  that  time  that  cer- 1 
tainly  more  firms  have  been  involved  in  State  business. 

Mr.  Ben-Veniste.  Now  the  notion  has  put  forward  that  legisla-  if 
tion  creating  the  opportunity  to  raise  funds  by  way  of  a  bond  offer-  if 
ing  somehow  was  tailor-made  to  favor  you,  Mr.  Young,  and  your 
group.  Is  there  anyone  sitting  at  this  table  who  subscribes  to  the 
position  that,  as  a  result  of  the  legislation,  the  other  bidders  were 
disadvantaged  because  the  bid  process  was  skewed  toward  the 
Raney/Hutton/Lasater  bid? 

Mr.  Young.  No. 

Mr.  Myers.  I  have  no  knowledge. 

Mr.  Goodwin.  I  don't  believe  that. 

Mr.  MlTCHUM.  No. 

Mr.  Ben-Veniste.  I  am  advised  that  the  legislation  for  the  bond 
underwriting  that  provided  for  the  State  to  solicit  the  bids  was 
signed  on  April  4,  1985.  That  is  the  same  day  there  was  a  fund- 
raiser in  the  Madison  Bank.  Now  it  is  possible  that  this  could  just 
be  a  coincidence.  Is  there  anyone  sitting  at  this  panel  who  has  any 
reason  to  believe  that  on  April  4,  1985,  there  was  some  connection 
between  a  fundraiser  over  at  the  Madison  Savings  &  Loan  and  the 
signing  by  the  Governor  of  the  legislation  allowing  you  to  go  for 
ward  to  solicit  bids  for  the  radio  contracts? 

Mr.  Mitchum. 

Mr.  Mitchum.  No 
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Mr.  Ben-Veniste.  Mr.  Goodwin. 

Mr.  Goodwin.  I  have  no  reason  to  believe  there's  a  connection. 

Mr.  Ben-Veniste.  Mr.  Myers. 

Mr.  MYERS.  I  have  no  reason  to  believe  anything 

Mr.  Ben-Veniste.  Mr.  Young. 

Mr.  Young.  No. 

Mr.  Ben-Veniste.  One  of  the  things  one  might  look  at,  if  there 
was  some  kind  of  shenanigan  going  on  associated  with  this  contract 
back  11  years  ago,  is  whether  there  was  a  windfall  made  by  the 
winning  bidders.  I  guess,  Mr.  Young,  you  are  the  person  who  could 
comment  on  that.  Certainly  from  the  police  standpoint,  if  I  under- 
stand the  testimony  of  Mr.  Mitchum  and  Mr.  Goodwin,  they  were 
satisfied  with  the  process.  They  thought  that  you  had  submitted 
the  best  bid.  The  radios  all  performed  satisfactorily,  and  from  the 
State  of  Arkansas'  standpoint  everything  worked  out  well. 

From  your  point  of  view  as  one  of  the  three  in  the  triumvirate 
that  made  the  winning  bid  for  the  bond  underwriting,  can  you  tell 
us  whether  you  made  a  profit  or  suffered  a  loss? 

Mr.  YOUNG.  We  did  make  a  profit. 

Mr.  Ben-Veniste.  How  much  of  a  profit  was  it? 

Mr.  YOUNG.  I'd  have  to  look  at  some  documentation  just  to  re- 
fresh myself  on  the  actual  profit,  but  I  know  that  the  total  gross 
spread  for  the  total  underwriting  fee  that  we  charged  was  2.5  per- 
cent of  the  par  amount  of  the  bonds,  which  would  approximate 
$730,000.  Now  that  was  split  amongst  the  underwriting  firms  and 
was  used  in  part  to  pay  selling  commission  to  those  that  sold  the 
bonds,  and  also  to  pay  expenses. 

Mr.  Ben-Veniste.  In  terms  of  those  who  sold  the  bonds,  could 
you  explain  whether  those  bonds  were  taken  into  the  companies  at 
their  own  account  as  they  were  then  sold  out? 

Mr.  Young.  As  I  recall,  when  the  bonds  were  offered  all  the 
firms  that  were  selling  the  bonds  would  have  been  taking  orders 
from  customers.  Ideally,  once  we  agreed  to  underwrite  the  issue,  all 
the  bonds  would  be  committed  for. 

Mr.  Ben-Veniste.  What  happened  in  terms  of  interest  rates  in 
the  interim  between  the  time  that  the  bonds  were  issued  and  the 
time  they  were  all  sold  out? 

Mr.  Young.  Well,  I  had  occasion  just  to  look  back  and  verify  my 
recollection  about  just  the  state  of  the  bond  market  at  that  particu- 
lar time.  During  the  2  weeks  or  so  before  the  actual  offering  of  the 
bonds,  interest  rates  went  up  substantially.  I  know  it  was  my  recol- 
lection that  that  was  a  tough  market  to  sell  bonds  when  interest 
rates  were  going  up. 

Mr.  Ben-Veniste.  So  as  a  result  of  interest  rates  going  up,  you 
got  caught  offering  bonds  that  had  been  pegged  at  a  lower  interest 
rate  and  you  three  had  taken  these  bonds  in  for  your  own  accounts 
to  sell  them  out? 

Mr.  Young.  Essentially  what  we  try  to  do  is  price  the  bonds,  or 
offer  the  bonds  at  the  most  favorable  rate  for  the  client,  which  we 
did.  And  we  ultimately  were  successful  in  delivering  an  interest 
rate  that  was  actually  slightly  below  what  we  put  in  our  proposal. 

Mr.  Ben-Veniste.  Let  me  read  you  from  Mr.  Drake's  testimony 
which  Mr.  Chertoff  has  previously  alluded  to  at  his  deposition  at 
pages  178  to  179: 
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Question:  Do  you  have  any  idea  whether  it  was  generally  profitable  for  the  firm? 

Answer:  I  can  tell  you  Mr.  Lasater  was  on  my  rear  end  constantly  to  sell  bonds 
because  interest  rates  were  going  up.  We  had  purchased  them  at  a  level,  and  we 
had  to  underwrite.  We  owned  the  bonds  at  that  level,  and  we  had  a  huge  inventory, 
and  every  day  that  interest  rates  went  up  we  lost  money.  So  from  that  perspective, 
it  was  not  a  very  profitable  deal. 

Do  you  agree  with  that  characterization? 

Mr.  Young.  I  heard  that  they  had  a  problem  in  getting  rid  of, 
or  selling  the  bonds  that  they  had  taken  down,  or  taken  liability 
for.  Our  particular  situation  was  that  we  had  a  very  successful 
sale.  And  I  think  each  firm  and  their  ultimate  results  depend  upon 
how  they  were  able  to  deal  with  their  own  bonds. 

Mr.  Ben-Veniste.  Now  the  issue  of  Mr.  Lasater's  use  of  cocaine 
has  come  up  here.  First  of  all,  how  many  employees  were  there  at 
Lasater  &  Company?  Do  you  know,  Mr.  Young? 

Mr.  Young.  I  don't  really  know. 

Mr.  Ben-Veniste.  Approximately  50? 

Mr.  Young.  10  to  100,  including  support  personnel.  I  don't  know 

Mr.  Ben-Veniste.  The  bid  was  put  in  by  your  company,  Raney, 
E.F.  Hutton,  a  major  national  company,  as  well,  and  Mr.  Lasater 

Now  the  question  that  has  been  posed  is  whether  cocaine  use  by 
one  individual  who  was  not  under  investigation  for  distribution  or 
narcotics  trafficking  as  in  Mr.  Chertoff's  terms,  would  somehow 
disqualify  the  whole  shebang  of  the  three  companies — and  I  stress 
the  word  "companies" — that  put  forward  a  proposal.  Would  you 
have  felt  that  was  appropriate,  Mr.  Young? 

Mr.  Young.  I  certainly  would  be  concerned  about  cocaine  use  by 
somebody  I  was  doing  business  with. 

Mr.  Ben-Veniste.  In  terms  of  the  cocaine  use  in  the  United 
States,  and  I  certainly  am  not  justifying  this,  but  the  figures  are 
in  the  tens  of  millions,  are  they  not,  of  individuals  who  use  cocaine? 
I  am  not  talking  about  cocaine  dealers,  now.  Was  that  fair  to  say, 
Mr.  Goodwin? 

Mr.  Goodwin.  Very  prevalent,  yes,  sir. 

Mr.  Ben-Veniste.  So  the  matter  of  Roger  Clinton  and  his  drug 
problem  was  obviously  one  of  considerable  pain  to  his  brother,  Gov-  \ 
ernor  Clinton.  Is  that  fair  to  say,  Mr.  Goodwin? 

Mr.  Goodwin.  Yes,  sir. 

Mr.  Ben-Veniste.  And  if  I  am  not  mistaken,  although  this  has . 
absolutely  nothing  to  do  with  the  subject  matter  of  our  mandate  as 
a  Committee,  but  since  it  has  been  interjected  here  into  these  hear- 
ings, it  is  my  understanding  that  the  Governor  was  aware  that  a 
"Sting  Operation"  was  directed  toward  Roger  Clinton  in  which  "he," 
Roger  Clinton,  was  prosecuted  for  violation  of  the  laws  regarding 
controlled  substances.  Is  that  correct,  Mr.  Goodwin? 

Mr.  Goodwin.  I  don't  believe  it  is,  sir.  I  don't  think  the  Governor 
was  aware  of  the  "Sting  Operation"  until  shortly,  2  or  3  days  before 
we  arrested  Roger  Clinton. 

Mr.  Ben-Veniste.  But  the  fact  is,  that  prior  to  his  brother's  ar- 
rest, he  was  made  aware  of  it.  He  reluctantly,  I  suppose,  took  in 
this  information.  I  am  sure  he  was  saddened  by  it,  and  said,  "go 
ahead,  do  what  you  have  to  do"? 

Mr.  Goodwin.  That  is  correct. 

Mr.  Ben-Veniste.  Thank  you. 

Senator  Mack.  Mr.  Chairman,  I  yield  my  time  to  Mr.  Chertoff. 
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The  Chairman.  Senator  Bennett. 

Senator  BENNETT.  I  have  no  questions  at  this  time. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Mr.  Myers,  you  were  hired  by  Mr.  Mitchum  to  do 
an  independent  analysis;  right? 

Mr.  Myers.  That's  correct. 

Mr.  Chertoff.  Mr.  Mitchum,  you  hired  Mr.  Myers  to  do  it  before 
the  final  meeting  at  which  the  final  presentations  were  made  on 
May  10th;  right? 

Mr.  Mitchum.  Correct. 

Mr.  Chertoff.  There  was  a  meeting  on  May  10th  when  all  the 
finalists  were  supposed  to  make  their  final  presentations;  right? 

Mr.  Mitchum.  Correct. 

Mr.  Chertoff.  But  you  had  in  your  own  mind  an  idea  of  who 
you  thought  should  be  selected;  right? 

Mr.  Mitchum.  After  we  got  the  proposals,  I  started 

Mr.  Chertoff.  And  that  was  the  Lasater  group;  right? 

Mr.  Mitchum.  Yes. 

Mr.  Chertoff.  So  you  brought  Mr.  Myers  in. 

Mr.  Myers,  isn't  it  a  fact  that  what  Mr.  Mitchum  told  you  to  do 
was  to  run  some — well,  let  me  ask  you  this  question.  He  didn't 
really  say  to  you,  just  do  a  blind  analysis,  look  at  these  proposals 
and  tell  me  which  is  the  best?  What  he  really  said  to  you  was  to 
run  some  numbers  to  see  whether  the  bid  that  they  had  selected 
was,  in  fact,  the  best  of  the  four  bids;  right? 

Mr.  Myers.  I  don't  recollect  exactly  what  he  said  to  me. 

Mr.  Chertoff.  Do  you  recollect  what  you  testified  to  on  Febru- 
ary 20th  of  this  year? 

Mr.  Myers.  And  that's? 

Mr.  Chertoff.  I  will  give  you  the  page  number.  It  is  page  14  of 
your  deposition.  This  goes  right  to  the  heart  of  the  question  about 
whether  this  is,  as  Mr.  Ben-Veniste  sought  to  establish,  a  real, 
independent  doublecheck  by  someone  just  to  kind  of  call  it  as  he 
sees  it,  or  whether  this  is  something  that  is  a  done-deal.  The  ques- 
tion at  line  22  of  page  13  is  as  follows: 

Question:  And  I  realize  this  was  awhile  ago,  but  I  wondered  if  you  could  explain 
to  me,  when  he  [Mr.  Mitchum]  called  you  up  to  ask  you  to  do  the  work,  how  he 
described  what  task  he  wanted  you  to  perform  and  what  he  asked  you,  what  you 
were  capable  of  doing? 

And  this,  Mr.  Myers,  is  your  sworn  answer: 

Answer:  He  asked  me  whether  I  could  look  at  the  three  or  four  different  proposals 
that  had  been  presented  to  the  State  Police  Board,  and  whether  I  could  run  some 
numbers  to  see  whether  or  not  the  bid  that  they  had  selected  was  in  fact  the  best 
of  the  four  bids.  And  that  was  a  present-value  calculation,  and  my  memory  says 
that's  what  I  did. 

Would  you  agree  that  that  was  your  testimony  under  oath? 

Mr.  Myers.  That  is  what  I  said  in  the  deposition,  yes. 

Mr.  Chertoff.  What  that  means  is,  not  that  you  came  in  doing 
kind  of  a  blind  taste  test,  but  that  you  came  in  being  told  that 
there  was  already  a  decision  and  an  outcome  had  been  reached, 
and  now  they  wanted  to  find  out  whether  the  bid  they  had  selected 
was  actually  the  best  bid.  Right? 

Mr.  Myers.  That's  correct. 

Mr.  Chertoff.  Now — by  the  way,  had  you  ever  done  this  kind 
of  analysis  of  underwriting  bids  before? 
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Mr.  Myers.  No. 

Mr.  Chertoff.  Have  you  ever  done  one  since? 

Mr.  Myers.  No. 

Mr.  Chertoff.  Do  you  wonder  why  Mr.  Mitchum  then  hired  you 
to  do  something  that  you  had  no  experience  in  doing,  and  you've 
never  done  since? 

Mr.  Myers.  He  asked  me  to  look  at  those,  give  my  opinion  on 
them,  and  I  did. 

Mr.  Chertoff.  Mr.  Young,  you  had  a  meeting  in  a  hotel  room 
with  Mr.  Mitchum  and  Mr.  Myers  before  the  general  meeting  on 
May  10th  when  the  final  proposals  were  supposed  to  be  due;  right? 

Mr.  Young.  That's  correct. 

Mr.  Chertoff.  Who  was  in  that  meeting?  You  are  in  a  hotel 
room,  where?  Where  is  it  relative  to  the  regular  Commission  meet- 
ing place? 

Mr.  YOUNG.  It's  my  recollection  it  was  in  a  hotel  room  in  down- 
town Little  Rock. 

Mr.  Chertoff.  Who  set  up  that  meeting? 

Mr.  Young.  It  was  my  recollection  that  Mr.  Mitchum  did. 

Mr.  Chertoff.  Mr.  Mitchum  gave  you  a  call? 

Mr.  Young.  At  some  point  in  time  we  had  some  communication 
that  set  up  the  meeting. 

Mr.  Chertoff.  And  you  knew  that  later  that  day  you  were  going 
to  be  making  your,  what  you  imagined,  or  you  assumed  would  be 
your  final  proposal,  the  final  round  of  the  competition  with  the 
other  bidders;  right? 

Mr.  Young.  It  wasn't  on  the  day  of  the  presentation.  As  I  recall, 
it  was  in  the  evening  sometime. 

Mr.  Chertoff.  So  it  was  the  day  before? 

Mr.  YOUNG.  Well,  my  recollection  is  I  was  somewhere  else  the 
day  before,  so  I  don't  think  it  was  the  day  before. 

Mr.  Chertoff.  A  couple  of  days  before? 

Mr.  YOUNG.  Relatively  close,  I  think. 

Mr.  Chertoff.  The  important  thing  is  this,  though.  It  was  before 
the  final  round  of  the  competition;  right? 

Mr.  Young.  That's  correct.  That's  correct. 

Mr.  Chertoff.  Mr.  Mitchum  said  he  wanted  to  meet  with  you 
and  Mr.  Myers  in  a  hotel  room;  right? 

Mr.  Young.  I  may  not  have  met  Mr.  Myers  by  that  time.  I'm  not 
sure  he  told  me  exactly  who  I  was  going  to  be  visiting  with. 

Mr.  Chertoff.  All  right.  But  he  told  you  to  come  to  a  hotel  room, 
or  meeting  him  in  a  hotel  room;  right? 

Mr.  Young.  Right. 

Mr.  Chertoff.  Who  was  there  when  you  met  him?  Mr.  Mitchum 
was  there? 

Mr.  Young.  And  Mr.  Myers. 

Mr.  Chertoff.  Any  other  bidders  there? 

Mr.  Young.  Not  that  I — no,  there  weren't. 

Mr.  Chertoff.  What  did  they  tell  you? 

Mr.  Young.  They  told  me  that  they  had  done  an  analysis  that 
established  that  our  group  had  the  best  bid  for  the  State  Police 
transaction. 

Mr.  Chertoff.  Did  they  ask  you  to  look  over  your  analysis? 

Mr.  Young.  I  did,  briefly.  I  didn't  have  a  chance  to  study  it. 
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Mr.  Chertoff.  And  I'll  bet  you  that  you  agreed  that  your  pro- 
posal was  the  best  of  all  the  proposals;  right? 

Mr.  YOUNG.  I  knew  that  before  I  went  to  the  meeting. 

Mr.  Chertoff.  So  that  wasn't  a  hard  decision  for  you. 

Mr.  Young.  No. 

Mr.  Chertoff.  Is  it  common  for  you  in  a  situation  where  you 
have,  you  know,  a  competition  is  ongoing,  before  the  final  round 
when  the  competitors  are  making  their  final  arguments,  to  get 
called  in  by  the  person  who  is  judging  the  competition  to  be  told 
you  have  won? 

Mr.  Young.  Well,  I  don't  think  they  said  that  we'd — he  said  we'd 
won.  He  just  said,  or  they  both  said  they  thought  we  had  the  best 
proposal. 

Mr.  Chertoff.  This  was  in  a  private  meeting  in  a  hotel  at  least 
a  day  before  the  final  session  when  everybody  else  came  to  the 
meeting  to  make  a  presentation  figuring  that  the  deal  was  still 
wide  open;  right? 

Mr.  YOUNG.  Well,  it  was  before  the  meeting,  and  as  far  as  I  knew 
the  deal  was  still  wide  open.  We  were  just  talking  about  one  vote 
of  seven  potential  votes. 

Mr.  Chertoff.  Didn't  you  know  that  Mr.  Mitchum  was  the  per- 
son who  had  been 

The  Chairman.  Are  we  talking  about  one  vote? 

Mr.  Young.  Mr.  Mitchum  only  had  one  vote  of  all  the  Commis- 
sioners. 

The  Chairman.  You  mean  you  knew  you  had  the  other  votes? 

Mr.  Young.  No.  Mr.  Chertoff  asked  me  if  I  knew  that  that  was 
conclusive  about  whether  or  not  we  were  going  to  win  the  trans- 
action, and  I  said,  no. 

Mr.  Chertoff.  You  knew  you  had  his  vote. 

Mr.  Young.  I  assumed  we  had  his  vote. 

Mr.  Chertoff.  Did  you  know  he  was  the  one  who  was  specifi- 
cally designated  as  the  person  on  the  Commission  with  the  finan- 
cial expertise  to  kind  of  be  the  lead  point  person  to  do  the  analysis? 

Mr.  Young.  I  am  not  sure  I  knew  that  he  had  had  any  formal 
designation,  but  I  certainly  knew  he  was  a  CPA  and  had  that  back- 
ground. 

Mr.  Chertoff.  So  he  had  a  lot  of  influence  with  the  Commission. 

Mr.  Mitchum,  weren't  you  in  fact  the  guy  who  was  selected  by 
the  Commissioners  to  kind  of  take  the  lead  on  doing  this  analysis? 

Mr.  Mitchum.  Not  formally. 

Mr.  Chertoff.  But  informally;  right? 

Mr.  Mitchum.  Yes. 

Mr.  Chertoff.  Your  vote  carried  a  lot  of  weight;  right? 

Mr.  Mitchum.  Probably. 

Mr.  Chertoff.  Mr.  Goodwin,  did  you  do  some  scouting  around 
during  this  period  before  the  final  presentation  on  May  10th  to 
kind  of  find  out  what  the  head  count  was  among  the  Commis- 
sioners, so  you  could  report  that  to  the  Governor's  office? 

Mr.  Goodwin.  I  probably  did,  but  I  ;hink  I  missed  it. 

Mr.  Chertoff.  Well,  putting  aside  whether  your  head  count  was 
accurate — and  I  am  sure  there  are  people  on  this  Committee  who 
have  the  experience  of  knowing  how  difficult  head  counts  can  be — 
my  question  to  you  is:  Who  asked  you  to  do  that? 
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Mr.  Goodwin.  I  don't  believe  anyone  asked  me.  I  saw  this  memo 
just  a  few  minutes  ago 

Mr.  Chertoff.  We  will  put  the  memo  up.  It  is  a  memo  of  May 
1,  1985,  from  Mike  Gaines  to  Governor  Clinton  and  Betsey  Wright. 
This  was  in  the  last  10  days  before  that  final  presentation  where 
the  decision  was  supposed  to  be  made.  Do  you  have  that? 

Mr.  Goodwin.  It's  the  memo  from  Mike  Gaines? 

Mr.  Chertoff.  Right.  Mike  Gaines  was  the  liaison  between  the 
Governor's  office  and  law  enforcement? 

Mr.  Goodwin.  Mike  was  the  liaison  between  the  Governor's  office 
and  law  enforcement. 

Mr.  Chertoff.  He  was  the  guy  you  dealt  with? 

Mr.  Goodwin.  Pardon? 

Mr.  Chertoff.  You  dealt  with  him  on  a  regular  basis? 

Mr.  Goodwin.  Yes.  Yes,  I  did. 

Mr.  Chertoff.  It  says  here:  "The  State  Police  Commission  is 
meeting  Friday  to  review  proposals  for  financing  the  communica- 
tions system.  The  following  are  Tommy  Goodwin's  observation  of 
where  things  stand."  Then  there  is  a  list,  and  it  says  next  to  John- 
ny Mitchum,  "solidly  behind  Lasater."  Now  do  you  remember  tell- 
ing Mr.  Gaines  about  this? 

Mr.  Goodwin.  No,  I  don't  remember  it  but,  you  know,  there's  no 
doubt  that  I  did. 

Mr.  Chertoff.  And  the  reason  you  did  is  because  you  knew  Mr. 
Gaines  was  interested;  right? 

Mr.  Goodwin.  I'm  not  sure  that  it  was  just  in  general  conversa- 
tion. I  was  never  asked  to  submit  this. 

Mr.  Chertoff.  Did  you  know  that  he  wrote  it  up,  that  he  sent 
it  to  the  Governor,  that  Betsey  Wright  wrote  a  note  at  the  bottom 
saying,  "Gov,  we  have  real  problems  here  since  "street  talk"  is  that 
Lasater  put  in  unreasonably  low  bid  knowing  he  can  raise  it  once 
he  gets  it."  Did  you  know  that  was  on  the  bottom  of  this  memo? 

Mr.  Goodwin.  No,  I'd  never  seen  this  memo  before. 

Mr.  Chertoff.  Then  Betsey  Wright  goes  on  to  say,  "I  hope  Ar- 
kansas State  Police  has  expert  review  everything."  Mr.  Myers,  do 
you  suppose  you're  the  expert  that  was  retained  to  do  the  review 
that  Betsey  Wright  thought  was  important  to  make  sure  that  this 
thing  looked  like  it  was  proceeding  properly? 

Mr.  Myers.  I  don't  know. 

Mr.  Chertoff.  Do  you  know  of  any  other  experts  who  were  hired 
to  review  this  before  the  final  decision? 

Mr.  Myers.  Not  that  I'm  aware  of. 

Mr.  Chertoff.  You  were  told  what  Mr.  Mitchum's  view  was  be- 
fore you  did  the  review,  and  you  were  told  to  see  whether,  in  fact, 
the  decision  had  picked  the  best  bid,  as  we've  established;  right? 

Mr.  Goodwin.  Yes. 

Mr.  Chertoff.  Then  it  says,  in  Governor  Clinton's  own  hand- 
writing at  the  top,  "Lasater  should  be  'told'  bid  must  be  priced." 
Mr.  Goodwin,  did  you  ever  get  any  feedback  from  Mr.  Gaines  or 
Ms.  Wright  about  the  Governor's  instructions  that  Lasater  should 
be  informed  that  the  bid  must  be  a  real  price? 

Mr.  Goodwin.  No,  I  don't  recall  anything  like  that. 
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Mr.  CHERTOFF.  Mr.  Young,  you  know  from  your  experience  that 
there  are  sometimes  bidders  who  think  that  they  can  put  in  a  low- 
ball  bid  and  later  change  it  after  they  have  the  contract? 

Mr.  Young.  I've  seen  that  occur. 

Mr.  Chertoff.  Did  you  hear  any  street  talk  to  that  effect? 

Mr.  Young.  I  think  that  at  some  point  in  time  I  might  have 
heard  a  suggestion  that — well,  of  course  I  heard  somebody  suggest, 
a  fellow,  with  another  bidder,  suggest  that  they  didn't  think  our  in- 
terest rates  were  on  the  market. 

Mr.  Chertoff.  Well,  for  interest  rates,  yes.  So  someone  sug- 
gested your  interest  rates  that  you  were  figuring  were  not  really 
accurate  or  real  interest  rates? 

Mr.  YOUNG.  That's  what  I  understood. 

Mr.  Chertoff.  And  that  was  out  there?  That  was  the  street  talk 
that  you  were  aware  of? 

Mr.  YOUNG.  Well,  I  heard  one  person  say  that.  I  don't  know  what 
the  street  talk  was. 

Mr.  Chertoff.  Now,  I  want  to  go  back  to  something  else.  As  we 
established  earlier  during  the  first  round  of  this,  on  May  10th 
when  the  final  presentations  were  made  where  all  the  other  bid- 
ders came  in  and  they  thought  it  was  still  an  open  issue,  the  deci- 
sion as  predicted  by  Mr.  Goodwin  to  Mr.  Gaines  and  as  told  to  Mr. 
Myers  by  Mr.  Mitchum  surprise,  surprise,  turned  out  to  be  that  the 
Raney/Hutton/Lasater  offer  was  considered  to  be  the  best  plan. 

Mr.  Myers,  correct  me  if  I'm  wrong,  isn't  the  fact  that  the  reason 
they  won  was  not  because  they  had  the  lowest  price,  but  because 
they  had  in  their  total  concept  or  plan  this  notion  of  being  able  to 
kind  of  hold  the  money  for  awhile  and  invest  it  until  they  paid  it 
out  to  the  least  investors? 

Mr.  Myers.  That's  my  recollection. 

Mr.  Chertoff.  All  right.  That  was  the  critical  thing. 

Isn't  it  a  fact,  Mr.  Mitchum,  that  after  the  selection  was  made, 
some  of  the  firms  that  were  at  the  meeting  requested  permission 
to  revise  their  proposals  because  they  thought  there  had  been  a 
misunderstanding  of  the  law?  Right? 

Mr.  Mitchum.  That  is  correct. 

Mr.  Chertoff.  Then  we  have  a  May  16th  letter  which  says  that, 
in  fact,  the  Raney/Hutton/Lasater  people  did  not  misunderstand 
the  law.  And  that  was  written  by  the  law  firm  that  was  paid  by 
the  Raney/Hutton/Lasater  people.  Correct,  Mr.  Young? 

Mr.  YOUNG.  They  were  paid  by  us,  but  they  also  drew  up  the 
law,  as  well,  so  they  should  understand  the  law. 

Mr.  Chertoff.  They  were  paid  by  you  to  draw  up  the  law;  right? 

Mr.  Young.  They  were  paid  for  services  in  connection  with  draw- 
ing up  the  law;  that's  correct. 

Mr.  Chertoff.  Which,  in  plain  English,  means  they  were  paid 
to  draw  up  the  law;  yes  or  no? 

Mr.  Young.  Correct. 

Mr.  Chertoff.  So  in  sum,  with  the  way  this  looks,  this  is  like 
having  a  football  game.  You  have  the  referee  meeting  with  one 
team  before  the  game,  and  the  referee  who  makes  the  call  that  de- 
cides the  game  gets  paid  by  one  team,  and  it  does  not  look  like  it 
is  a  level  playing  field,  does  it? 
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Mr.  YOUNG.  Well,  I  do  not  think  that  adequately  states  what  the 
circumstances  were.  This  was  all  done  in  public,  and  everybody 
knew  what  the  legislation  was. 

Mr.  Chertoff.  Was  your  meeting  in  a  hotel 

The  Chairman.  Let  me  tell  you  something,  it  may  have  been 
done  in  public,  and  I  believe  Ms.  Wright  that  she  didn't  know  that 
the  Mitchell  law  firm  was  working  to  prepare  this  legislation  on  be 
half  of  yourself  and  your  group.  She  says,  "I  had  no  knowledge  of 
this.  None." 

Now  what  you  have  is  a  situation  where  the  attorney  retained 
by  yourself  and  the  Lasater  group,  and  I  don't  know  if  the  E.F 
Hutton  group  was  part  of  it,  was  the  same  attorney  who  drew  up 
the  legislation. 

Then  when  there  was  a  question  as  it  related  to  the  propriety  of 
someone  else's  bid,  or  them  raising  a  question  as  to  whether  you 
could  bid  in  a  6-month  period  as  opposed  to  the  30  days,  that  is 
the  same  law  firm  that  issues  this  opinion  in  which  they,  right  on 
the  top  of  it,  say:  You  have  asked  our  opinion  on  questions  of  inter- 
pretation, and  then  they  make  the  interpretation. 

Now  if  you  do  not  see  an  absolute,  incredible  conflict  there,  it 
just  jumps  right  out.  It  is  obvious  on  its  face.  Here  is  your  lawyer 
that  you  retained  saying  that  your  interpretation  was  OK,  and  that 
somebody  else's  that  they  shouldn't  really  in  essence  be  given  the 
opportunity  to  complain  about  that  but  that  the  law  permitted 
them  to  do  that.  What  did  you  think  they  were  going  to  say? 

Mr.  Young.  Well,  as  I  tried  to  say  earlier,  this  particular  opinion 
in  my  view  was  not  the  linchpin  of  the  decision  of  who  was  going 
to  get  the  contract. 

The  Chairman.  Oh,  I  agree  with  you.  This  was  used  as  a  cover. 
I  think  the  linchpin  was  made  well  before.  I  mean,  I  think  you 
were  out  there  rounding  up  votes.  We  have  memos  in  the  file  as 
to  who  was  voting.  And  the  only  people  they  talked  about  was 
Lasater,  whether  they  were  going  to  vote  for  Lasater  or  not  vote 
for  Lasater.  They  didn't  say  that  they  were  going  to  vote  for  any 
body  else.  This  whole  thing  was:  Will  they  vote  for  Lasater?  Won't 
they  vote  for  Lasater? 

Give  me  the  memo  that  has  all  that  scribbling  on  it.  "Johnny 
Mitchum — solidly  behind  Lasater."  Is  that  true,  Mr.  Mitchum? 

Mr.  Mitchum.  Ultimately. 

The  Chairman.  Yes.  Well,  this  memo  was  written  before  "ulti- 
mately." This  was  a  memo  on  the  Governor's  office  on  May  1st. 

Mr.  Mitchum.  I  didn't  write  the  memo,  sir. 

The  Chairman.  Yes,  but  somebody  had  to.  Let  me  see.  Oh,  it  is 
written  by,  who  is  this,  Mike  Gaines? 

Mr.  Chertoff.  Mike  Gaines. 

The  Chairman.  Who  is  this  fellow  Gaines? 

Mr.  Mitchum.  He  was  the  liaison  from  the  Governor's  office. 

The  Chairman.  Liaison  from  the  Governor's  office.  Do  you  think 
he  made  this  judgment?  Did  he  talk  to  you? 

Mr.  Mitchum.  He  didn't  talk  to  me. 

The  Chairman.  He  never  talked  to  you? 

Mr.  Mitchum.  At  committee  meetings. 
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The  Chairman.  On  or  before  May  1st?  In  other  words,  when  he 
wrote  this,  "Johnny  Mitchum — solidly  behind  Lasater,"  do  you 
think  he  made  that  up? 

Mr.  Mitchum.  I  don't  know. 

The  Chairman.  Do  you  remember  talking  to  him? 

Mr.  Mitchum.  He  was  at  committee  meetings.  I  talked  to  every- 
one at  the  committee  meetings. 

The  Chairman.  Did  you  tell  him  you  were  behind  this? 

Mr.  Mitchum.  He  may  have  formed  that  opinion. 

The  Chairman.  Did  you  tell  him  that  you  thought  that  the 
Lasater  proposal  was  the  one  you  were  going  to  vote  for?  I  mean, 
this  is  a  memo  to  the  Governor  by  this  fellow  Gaines. 

Mr.  Mitchum.  At  some  point  I  may  have. 

The  Chairman.  Obviously,  you  told  him  on  or  before  May  1st.  He 
has  this  written  down  here.  You  don't  think  he  would  lie  to  the 
Governor,  do  you?  Who  is  this  other  guy? 

Mr.  Chertoff.  Thompson. 

Mr.  Mitchum.  Tennyson. 

The  Chairman.  Did  you  know  Tennyson? 

Mr.  Mitchum.  Yes. 

The  Chairman.  Is  he  a  member  of  the  committee? 

Mr.  Mitchum.  Yes. 

The  Chairman.  Well,  same  memo,  "Tennyson — Lasater." 

Who  is  this  fellow,  Mashburn?  Do  you  know  Mashburn? 

Mr.  Mitchum.  Yes. 

The  Chairman.  Was  he  on  the  committee? 

Mr.  Mitchum.  Yes,  sir. 

The  Chairman.  The  memo  says,  "Mashburn — probably  Lasater." 
Probably.  Then  there's  this  fellow,  Gene  Raff,  do  you  know  him? 

Mr.  Mitchum.  Yes,  sir. 

The  Chairman.  "Gene  Raff— probably  Lasater."  The  last  one  is 
"Rockefeller"  and  he  is  the  only  one  with  a  question  mark. 

Senator  Sarbanes. 

Senator  Sarbanes.  Was  the  controversy  over  the  interpretation 
of  the  law  a  public  controversy  in  Arkansas  at  the  time? 

Mr.  YOUNG.  Having  to  do  with  this  letter? 

Senator  Sarbanes.  Yes,  and  generally  how  this  law  was  to  be  in- 
terpreted, and  the  objections  that  one  of  the  bidding  parties  made. 

Mr.  YOUNG.  Well,  I  think  it  was  reported  in  the  newspaper,  but 
frankly  it  is  my  recollection  there  was  really  little  controversy 
whatsoever.  This  was  a  position  or  a  question  raised  by  one  of  eight 
bidders.  Nobody  else  had  this  view. 

Senator  Sarbanes.  But  that  question  was  known  publicly? 

Mr.  Young.  Correct. 

Senator  Sarbanes.  I  yield  to  Mr.  Cole. 

Mr.  Cole.  Just  to  follow  up  on  that,  Mr.  Young,  the  legislation 
that  was  enacted  that  authorized  this  bond  issuance,  that  was 
passed  by  the  State  Legislature,  as  I  understand  it? 

Mr.  Young.  Correct. 

Mr.  Cole.  So  irrespective  of  what  law  firm  did  or  didn't  play 
what  role  in  the  drafting,  the  final  legislation  was  a  public  law  that 
was  passed  by  the  Arkansas  State  Legislature? 

Mr.  Young.  That  is  correct. 
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Mr.  Cole.  Did  the  other  groups,  the  other  eight  underwriting 
teams  that  submitted  proposals,  did  they  have  that  legislation 
available  to  them,  as  well? 

Mr.  Young.  They  certainly  did. 

Mr.  Cole.  What  they  had  to  base  their  bids  on  was  the  same  law 
that  your  group  had? 

Mr.  Young.  That  is  absolutely  correct. 

Mr.  Cole.  Did  your  group  have  any  special  advantage  or  special 
information  as  a  consequence  of  having  previously  retained  the 
Mitchell  firm  in  interpreting  the  law? 

Mr.  Young.  We  did  not. 

Mr.  Cole.  And  if  I  understand  what  you  are  saying  correctly,  you 
are  telling  us  that  of  the  eight  underwriting  groups  that  submitted 
bids  for  the  financing  of  this  Police  Radio  System,  seven  of  the 
eight  interpreted  the  legislation  in  the  same  way? 

Mr.  Young.  That  is  my  recollection. 

Mr.  Cole.  The  one  firm  that  interpreted  it  in  a  different  way  is 
the  first  that  complained  and  that  later  occasioned  the  letter  that 
Senator  Sarbanes  referred  to? 

Mr.  Young.  That  is  correct.  It  was  an  out-of-state  firm,  or  a 
group  of  out-of-state  firms,  and  frankly  I  think  they  just  simply  did 
not  understand  the  legal  issues  that  we  were  dealing  with. 

Mr.  Cole.  Is  it  unusual  in  these  situations  if  a  firm  doesn't  get 
the  bid  that  they  may — or  it  doesn't  get  the  selection,  I  should  say, 
that  they  may  look  for  reasons  to  raise  objections  or  try  to  reopen 
the  selection  process? 

Mr.  Young.  It  is  not  unusual. 

Mr.  Cole.  So  basically  you  had  a  disappointed  group  here 

Mr.  Young.  Right.  Right. 

Mr.  Cole.  — looking  for  a  reason 

Mr.  Young.  Right.  Absolutely  correct. 

Mr.  Cole.  — to  second-guess. 

Turning  to  you,  Mr.  Mitchum,  I  think,  Mr.  Chertoff  has  placed 
a  very  heavy  responsibility  on  your  shoulders  because  he  has  sug- 
gested that  all  of  the  other  members  of  the  Commission  relied  pri 
marily  or  largely  on  you  in  this  selection  process.  So  I  think  we 
should  spend  a  little  time  looking  more  carefully  than  has  been 
done  so  far  as  what  you  actually  did  and  why  you  did  it.  Just  for 
background  information,  what  is  your  professional  training,  if  any? 

Mr.  Mitchum.  CPA. 

Mr.  Cole.  You  are  a  Certified  Public  Accountant? 

Mr.  Mitchum.  Correct. 

Mr.  Cole.  Did  you  undertake  any  financial  analysis  on  your  own 
of  the  various  proposals  that  were  submitted? 

Mr.  Mitchum.  Correct. 

Mr.  Cole.  So  on  your  own  time  as  a  CPA  you  looked  at  these 
proposals  and  tried  to  determine  which  one  was  the  best  proposals 
for  the  State? 

Mr.  Mitchum.  That's  correct. 

Mr.  Cole.  Did  anyone  direct  you  to  do  that? 

Mr.  Mitchum.  No. 

Mr.  Cole.  Is  this  something  you  did  kind  of  outside  of  normal 
business  hours,  outside  of  normal  Commission  meetings? 

Mr.  Mitchum.  I  felt  it  was  my  fiduciary  duty  as  a  public  servant. 


2503 

Mr.  COLE.  Did  anyone  from  the  Governor's  office  tell  you  that 
you  should  do  any  kind  of  analysis,  or  do  any  kind  of  comparison 
that  would  favor  Lasater  &  Company  or  their  group? 

Mr.  Mitchum.  Absolutely  not. 

Mr.  Cole.  So  this  was  something  that  you  undertook  on  your 
own  in  an  effort  to  evaluate  the  proposals. 

Mr.  Mitchum.  That's  correct. 

Mr.  Cole.  Leaving  aside  the  Governor's  office,  when  you  began 
this  process  did  you  have  any  pre-conceived  bias  or  favoritism  to- 
ward any  of  the  bidders  in  the  process? 

Mr.  Mitchum.  No,  I  did  not. 

Mr.  Cole.  Did  you  have  an  open  mind? 

Mr.  Mitchum.  Yes,  sir. 

Mr.  Cole.  What  exactly  did  you  do  when  you  compared  the  var- 
ious bids  that  had  been  submitted? 

Mr.  MITCHUM.  I  think  the  first  thing  I  looked  at  was  the  concept. 
Then  I  ran  the  numbers  of  the  various  proposals  that  more  or  less 
corroborated  that. 

Mr.  Cole.  I  take  it  that  these  proposals  were  fairly  complex,  at 
least  as  to  the  financial  details  of  what  each  bidder  was  proposing? 

Mr.  Mitchum.  Fairly  complex. 

Mr.  Cole.  Did  your  expertise  and  training  as  a  CPA  help  you  in 
evaluating  them  and  comparing,  I  would  say,  apples  to  apples  rath- 
er than  apples  to  oranges?  Is  that  what  you  tried  to  do? 

Mr.  Mitchum.  It  helped  some,  but  at  that  time  nor  now  am  I  an 
expert  in  bond  financing. 

Mr.  Cole.  So  I  take  it  that,  even  though  you  performed  your  own 
analysis,  you  wanted  to  backstop  that  with  someone  else's  view, 
and  that  is  why  you  turned  to  Mr.  Myers  and  retained  him? 

Mr.  Mitchum.  That  is  correct. 

Mr.  Cole.  Again,  is  that  something  that  someone  directed  you  to 
do?  Or  did  you  do  that  at  your  own  initiative? 

Mr.  MITCHUM.  I  asked  my  lawyer  if  he  knew  of  someone,  an  en- 
rolled actuary,  who  could  run  the  numbers,  and  he  recommended 
Mr.  Myers. 

Mr.  Cole.  If  I  understand  what  happened  here,  you  would  have 
wanted  an  actuary  because  what  we  were  dealing  with  would  be 
a  series  of  financial  events  that  would  occur  over  a  period  of  many 
years  as  these  bonds  were  issued  and  then  repaid,  and  what  you 
wanted  to  do  was  bring  them  all  back  to  what  I  think  professionals 
call  "present  value"  and  compare  the  present  value  of  each  bid? 

Mr.  Mitchum.  That  is  correct. 

Mr.  Cole.  You  turned  to  Mr.  Myers  for  that? 

Mr.  Mitchum.  That  is  correct. 

Mr.  Cole.  Did  you  have  any  reason  to  believe  that  Mr.  Myers 
would  favor  one  firm  over  another? 

Mr.  Mitchum.  Absolutely  not.  I  had  never  met  Mr.  Myers  before 
this. 

Mr.  Cole.  I  guess  there's  some  confusion  or  difference  of  recollec- 
tion, which  I  think  is  not  surprising  considering  the  fact  that  we 
are  dealing  with  events  of  11  or  more  years  ago,  that  although  you 
do  remember  that  you  had  made  up  your  mind,  or  in  your  prelimi- 
nary analysis  you  had  come  to  the  conclusion  that  the  Raney/Hut- 
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ton/Lasater  group  had  the  best  bid,  and  you  had  reached  that  pre- 
liminary view  at  the  time  you  retained  Mr.  Myers? 

Mr.  MlTCHUM.  Say  that  again,  sir? 

Mr.  Cole.  Based  on  the  preliminary  analysis  that  you  performed 
before  you  retained  Mr.  Myers,  had  you  come  to  a  preliminary  view 
that  the  Raney/Hutton/Lasater  group  seemed  to  have  the  best  pro- 
posal? 

Mr.  Mitchum.  That  is  true. 

Mr.  Cole.  Now  as  I  understand  your  testimony,  while  you  do  not 
recall  telling  Mr.  Myers  you  had  come  to  that  conclusion,  you  do 
not  dispute  the  fact  that  that  was  the  view  you  had  when  you  re- 
tained him? 

Mr.  Mitchum.  We  have  a  slightly  different  memory  on  that.  I 
don't  recall  telling  Mr.  Myers  how  I  had  rank-ordered  the 

Mr.  Cole.  The  various  bids.  I  guess,  Mr.  Myers,  your  recollection 
is  that  Mr.  Mitchum  did  indicate  that  he  had  preliminarily  con- 
cluded that  the  Raney/Hutton/Lasater  bid  was  the  most  favorable? 

Mr.  Myers.  I  believe  so. 

Mr.  Cole.  But  what  I  think  is  the  important  question  here,  and 
I  guess  this  goes  more  to  you,  Mr.  Myers,  is:  Did  Mr.  Mitchum  di- 
rect you  to  come  to  any  particular  conclusion  in  your  analysis? 

Mr.  Myers.  No. 

Mr.  Cole.  So  even  though  he  may  have  mentioned  that  as  he 
had  run  the  numbers  it  looked  like  this  bid  was  the  best  deal  for 
the  people,  he  didn't  tell  you  that  you  should  come  out  in  the  same 
place? 

Mr.  Myers.  No,  he  did  not. 

Mr.  Cole.  In  fact,  although  to  me  the  difference  seems  to  be  neg- 
ligible, when  you  did  your  present- value  analysis  you  didn't  put  the 
Raney/Hutton/Lasater  group  as  first?  Is  that  correct? 

Mr.  Myers.  Yes,  that's  correct. 

Mr.  Cole.  The  difference,  I  think,  was  $28,000?  Am  I  recalling 
correctly? 

Mr.  Myers.  It  looks  like  that.  It's  not  clear  here,  but  it  looks  like 
$28,000;  $101,000,  $73,000,  $28,000  difference. 

Mr.  COLE.  And  that  difference  proportionate  to  the  entire  trans- 
action that  we  are  talking  about,  how  material  was  that? 

Mr.  Myers.  $28,000  was  de  minimis.  It  had  no  actual  bearing 
upon  the  outcome. 

Mr.  Cole.  So  essentially  from  a  mathematical  perspective,  at 
least,  these  bids  were  practically  identical?  Am  I  understanding 
you  correctly? 

Mr.  Myers.  The  top  two  bids;  yes,  to  the  best  of  my  recollection. 

Mr.  Cole.  Just  to  close  this  out,  Mr.  Young,  when  you  had  an 
opportunity  to  review  the  analysis  that  Mr.  Myers  had  done,  did 
you  feel  that  it  had  failed  to  take  into  account  a  particular  aspect 
of  the  bid  that  your  group  had  submitted? 

Mr.  Young.  Actually,  I  did  not  feel  like  it  gave  us  the  advantage 
that  I  thought  that  we  had.  I  had  reviewed  all  the  proposals  myself 
and  had  looked  at  this  particular  proposal,  and  I  don't  think  I  real- 
ly felt  like  it  was  as  close  as  he  presented.  We  had  in  our  structure 
some  funds  that  were  invested  that  would  generate  a  benefit  that 
frankly  I  thought  were  not  adequately  weighed  in  his  analysis. 
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Mr.  Cole.  Oh,  so  you  had  actually  done  your  own  comparison  of 
the  eight  bids? 

Mr.  Young.  Right. 

Mr.  Cole.  Well,  I  know  Mr.  Chertoff  dismissed  what  your  view 
would  have  been  because  he  seemed  to  think  that  it  was  a  foregone 
conclusion  that  you  would  have  felt  that  your  bid  was  the  best,  but 
let  me  ask  you  this.  If  you  had  seen  something  in  one  of  those 
other  bids,  a  concept,  a  financing  method  that  you  didn't  have  in 
your  bid  that  made  someone  else's  bid  better,  I  take  it  that  is  some- 
thing you  would  have  sat  up  and  taken  notice  of? 

Mr.  Young.  Right.  I  had  them  all  ranked,  as  well.  I  had  us  as 
number  one,  and  I  had  the  other  bid  as  number  four,  of  the  four 
that  made  presentations. 

Mr.  Cole.  So  your  analysis  then  confirmed  Mr.  Myers'  analysis? 

Mr.  Young.  Well,  to  the  extent  that  his  reflected  that  any  other 
bid  was  better  than  ours,  it  wasn't  consistent.  Mine  would  have 
shown  a  much  greater  advantage.  But  at  any  rate,  to  the  extent 
that  his  analysis  supported  ours  as  the  best  bid,  I  certainly  agree 
with  it.  And  I  think  he  did  some  other  calculations  with  the  dif- 
ferent interest  assumptions  that  actually  showed  that  our  num- 
bers, present-value  wise,  were  even  better  than  theirs.  It  really  just 
depended  on  what  assumptions  were  made  in  that  analysis. 

Mr.  Cole.  Mr.  Mitchum,  under  these  circumstances  where  you 
have  two  bids  that  from  a  financial  perspective  are  identical  or 
practically  identical,  would  it  have  been  within  the  discretion  of  the 
Commission  to  choose  either  bid  that  they  thought  was  best? 

Mr.  Mitchum.  Yes. 

Mr.  Cole.  I  take  it  that  there  would  have  been  nothing  wrong 
with  the  Commissioners  considering  the  involvement  of  two  local 
firms  in  one  of  the  bids? 

Mr.  Mitchum.  That's  correct.  In  fact,  we  liked  the  idea  of  having 
more  than  one  firm  involved  because  of  the  diversity. 

Mr.  Cole.  So  the  issue  that  has  been  raised  about  whether  there 
was  a  $28,000  difference  between  these  two  bids  is  probably  not 
something  that  would  have  affected  the  final  selection  process? 

Mr.  Mitchum.  That  is  correct. 

Mr.  Cole.  What  was  the  final  vote  on  this  among  the  Commis- 
sioners? 

Mr.  Mitchum.  I  do  not  recall.  It  was  a  split  vote.  I  think  it  was 
4  to  3. 

Mr.  Cole.  Who  voted  for  the  proposal,  if  you  can  recall?  Obvi- 
ously, I  think,  you  said  that  you  did. 

Mr.  Mitchum.  Correct.  Commissioner  Wyn  Rockefeller. 

Mr.  Cole.  Mr.  Rockefeller  is  the  son  of  the 

Mr.  Mitchum.  The  former  Governor. 

Mr.  Cole.  Former  Governor  who  was  a  member  of  the  Rocke- 
feller family? 

Mr.  Mitchum.  That's  correct. 

Mr.  Cole.  Rockefeller  Center  in  New  York,  et  cetera? 

Mr.  Mitchum.  That's  correct. 

Mr.  Cole.  So  one  would  assume  he  had  some  financial  acumen? 

Mr.  Mitchum.  That's  correct.  He's  also  a  Republican — very  much 
a  Republican. 
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Mr.  Cole.  And  an  appointee  of  Governor  White,  the  Republican 
Governor? 

Mr.  MlTCHUM.  That's  correct. 

Mr.  Cole.  So  he  voted  for  the  proposal? 

Mr.  Mitchum.  Yes. 

Mr.  Cole.  Who  were  the  other  two  who  voted  in  favor? 

Mr.  Mitchum.  I  don't  recall  right  now. 

Mr.  Cole.  What  about  the  Commissioners  who  voted  against  the 
Raney/Hutton/Lasater  proposal? 

Mr.  Mitchum.  I  believe  those  were  Commissioner  Raff  and,  let's 
see — I'm  sorry.  I  don't  recall. 

Mr.  Cole.  Was  it  Commissioner  Mashburn?  Did  he  vote  against? 

Mr.  MlTCHUM.  It  was  Commissioner  Mashburn.  Thank  you. 

Mr.  Cole.  Who  had  appointed  those  two  Commissioners? 

Mr.  Mitchum.  Those  were  Clinton  appointees — no,  let's  see.  I 
don't  know,  I  don't  recall. 

Mr.  Cole.  You  think  it  was  maybe  the  Clinton  appointees  who 
voted  against  the  proposal,  and  the  Governor  White 

Mr.  MlTCHUM.  Yes,  I  have  heard  someone  say  that.  I  have  never 
stopped  to  think  about  it,  but  I  believe  the  Republican  appointees 
all  voted  for  the  Raney/Hutton/Lasater  proposal,  and  all  of  the 
Democratic  appointees  did  not. 

Mr.  Cole.  That  would  suggest  there  was  not  a  unified  front 
among  the  Clinton  group.  On  that  point,  Mr.  Young,  did  you  have 
contacts  with  some  staff  members  of  the  Clinton  Governor's  office 
before  you  actually  submitted  your  final  proposal? 

Mr.  Mitchum.  Early  on  in  the  process  I  think  I  met  with  Sam 
Bratton  back  in  1984.  You're  talking  about — the  question  was,  did 
I  meet  with  anybody  on  the  Governor's  staff? 

Mr.  Cole.  Yes,  when  the  legislation  was  first  being  contemplated 
and  the  idea  of  bond  financing? 

Mr.  Mitchum.  Right.  Right.  I  met  with  Sam  Bratton,  I  think,  in 
connection  with  work  at  the  Legislature  when  the  legislation  was 
going  through  the  State  Legislature,  there  were  some  meetings,  at 
least  one  meeting,  where  there  was  a  Governor's  staff  representa- 
tive there. 

Mr.  Cole.  Do  you  recall  a  gentleman  named  Bobby  Roberts? 

Mr.  MlTCHUM.  Bobby  Roberts  was  a  fellow  that  worked  for  the 
Governor  up  until  I  think  the  end  of  1984,  and  he  actually  was  the 
person  that  first  mentioned  this  particular  transaction  to  me. 

Mr.  Cole.  So  your  first  knowledge  of  this  transaction  was  from 
Mr.  Roberts? 

Mr.  Mitchum.  Right.  As  I  understood  his  role,  he  was  involved 
with  coordinating  Criminal  Justice  matters  for  the  Governor's  of- 
fice, a  matter  that  was  taken  up  by  I  think  maybe  Mr.  Gaines. 

Mr.  Cole.  What  about  a  gentleman  named  David  Mosley? 

Mr.  Young.  David  Mosley  was  the  State  Police  Fiscal  Officer,  the 
finance  person  at  the 

Mr.  Cole.  Did  you  talk  with  Mr.  Mosley  about  this  financing  at 
some  point? 

Mr.  Young.  Yes,  I  did.  As  I  recall,  when  I  became  aware  of  it 
by  conversation  with  Bobby  Roberts,  I  met  with  Mr.  Mosley  shortly 
thereafter. 

Mr.  COLE.  Last  question,  if  I  could,  Mr.  Chairman? 
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The  Chairman.  Certainly. 

Mr.  Cole.  In  any  of  your  discussions  with  either  Mr.  Bratton, 
Mr.  Mosley,  or  Mr.  Roberts,  all  of  whom  were  on  Governor  Clin- 
ton's staff,  did  any  of  them  indicate  to  you  that  this  work  should 
go  to  the  Lasater  group? 

Mr.  Young.  No,  they  did  not. 

Mr.  Cole.  They  did  not  express  any  preference  for  one  under- 
writer or  another? 

Mr.  Young.  No. 

Mr.  Cole.  Thank  you. 

The  Chairman.  Senator  Bennett. 

OPENING  COMMENTS  OF  SENATOR  ROBERT  F.  BENNETT 

Senator  Bennett.  Thank  you,  Mr.  Chairman. 

I  find  this  last  exchange  very  interesting  because  there's  a  piece 
of  information  I  hadn't  had  before  that  came  out;  and,  you  know, 
I  have  to  comment  on  it. 

Mr.  Mitchum,  you  tell  us  it's  a  very  clear  call.  You  make  the  call 
entirely  on  the  basis  of  its  merits,  but  to  double  check,  you  give  it 
to  Mr.  Myers.  Mr.  Myers,  you  examine  it  and  say  it's  a  very  clear 
call.  Mr.  Young,  you  tell  us  you're  number  one  and  everybody  else 
is  number  four,  and  the  final  vote  is  four  to  three? 

There's  a  sudden  disconnect  here.  If  this  is  so  clear  and  so  obvi- 
ous, why  isn't  the  final  vote  unanimous?  Why  isn't  it  seven  zip? 
The  final  vote  is  four  to  three. 

Obviously,  from  the  memo  that  Mr.  ChertofT  talked  about,  the 
Governor  was  concerned  about  the  outcome  and  about  the  vote. 
Why  else  does  the  Governor  have  a  legislative  liaison  or  a  liaison 
man  send  him  a  memo  telling  him  where  things  are  going? 

Now  the  guy  did  not  count  very  well  because  according  to  his 
memo,  "Simpson — appears  to  have  switched  from  another  vendor  to 
Lasater.  Mitchum — solidly  behind  Lasater.  Dennison — Lasater. 
Mashburn — probably  Lasater.  Raff — probably  Lasater."  Rockefeller 
is  the  only  one  he  doesn't  know  about.  And  they  don't  vote  that 
way.  It's  four  to  three.  It's  a  very  close  issue. 

The  Governor's  personal  secretary  says  we  have  a  real  problem 
because  the  street  talk  is  that  Lasater's  buying  his  way  in  here. 

Mr.  Chairman,  I  just  find  a  disconnect  in  all  of  this  that  doesn't 
fit  the  picture.  If  indeed  the  vote  had  been  seven  to  nothing,  I'd 
say,  yes,  Mr.  Young,  you  won  it  entirely  on  the  basis  of  the  merit. 
You  convinced  everybody.  Mr.  Mitchum,  you  saw  that  it  was  clearly 
that  way  from  a  completely  unbiased  fashion.  Mr.  Myers  backed 
you  up  and  the  Commission  all  went  along  with  you. 

Then  the  case  would  be,  was  it  that  much  better  because  Mr. 
Lasater  was  able  to  move  some  things  around  so  you  had  some  in- 
side help  in  putting  together  a  better  proposal.  But  there  are  at 
least  three  out  of  these  seven  Commissioners  that  didn't  think  you 
had  the  better  proposal  and  went  some  place  else. 

I'm  just  completely  surprised  to  discover  that,  as  a  result  of  this 
last  information.  Can  anybody  help  me  understand  why  three  Com- 
missioners voted  for  somebody  else,  given  what  you've  told  us  is  the 
obvious  superiority  of  your  bid? 

Mr.  Young,  I'd  be  happy  to  hear  your  comments. 
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Senator  Sarbanes.  Before  we  get  too  far  down  that  path,  I  un- 
derstand from  records  we  have  that  the  vote  was  four  to  two.  I 
mean,  you  can  still  make  the  general  point,  but  I  think  we  at  least 
ought  to  get  that  particular  fact 

Senator  Bennett.  Obviously,  I  want  the  vote  to  be  accurate,  and 
I  appreciate  the  Senator's  making — let's  have  it  accurate. 

Senator  Sarbanes.  I  understand  it  was  four  to  two. 

The  Chairman.  Mr.  Mitchum,  were  you  the  Chairman  of  this  se- 
lection committee? 

Mr.  Mitchum.  No,  sir. 

The  Chairman.  What  was  your  role? 

Mr.  Mitchum.  Just  a  member  of  the  committee. 

The  Chairman.  Just  a  member.  Do  you  recall  why  the  other  two, 
or  what  the  indications  were?  Did  you  have  discussions  about  this? 
You  didn't  just  all  come  in  there  and  vote  one  after  the  other.  You 
talked  about  this,  didn't  you? 

Mr.  Mitchum.  You  mean  previous  to  the  vote? 

The  Chairman.  Sure. 

Mr.  Mitchum.  Of  course. 

The  Chairman.  So,  can  you  enlighten  us?  Can  you  give  us  some 
information  as  to  how  it  was  that  the  other  two  members  voted 
against,  and  what  happened  to  the  seventh  member? 

Senator  Bennett.  Well,  four  to  two,  there  are  only  six  names 
listed  here,  and  I  think  four  to  two  is  better,  someone's  memory 
was  wrong  in  four  to  three  and  that's  fine.  But  I'm  glad  to  have 
that  clarified  because  in  all  of  the  exchange  between  the  Counsel 
for  the  Minority  and  the  group,  it  was  always  four  to  three.  I'm 
glad  to  have  Senator  Sarbanes  make  it  clear  it's  four  to  two. 

The  Chairman.  Could  you  answer  the  question? 

Mr.  Mitchum.  Yes,  sir. 

The  Chairman.  The  Senator  brings  up  a  very  interesting  point. 

Mr.  Mitchum.  Commissioner  Raff,  if  I  recall  correctly,  had  an  ob- 
jection to  the  Raney/Hutton/Lasater  group  because  of  the  national 
negative  publicity  that  the  E.F.  Hutton  firm  had  received  in  recent 
months. 

The  Chairman.  Who  was  the  other  Commissioner,  if  you  recall, 
who  voted  no? 

Mr.  Mitchum.  That  would  have  been  Commissioner  Mashburn. 

The  Chairman.  Do  you  recall  what  his  feelings  were? 

Mr.  Mitchum.  No,  sir,  I  do  not. 

The  CHAIRMAN.  I  don't  know  whether  staff  has  interviewed  the 
other  Commissioners.  I  think  they  should  make  an  effort  to  ascer- 
tain, whether  by  informal  inquiry  or  by  deposition,  but  I  certainly 
think  they  should  have  ascertain  what  the 

But  you  don't  recall  speaking  to  Mashburn,  or  what  if  anything 
he  said? 

Mr.  Mitchum.  No,  sir. 

The  Chairman.  Mr.  Goodwin,  do  you? 

Mr.  Goodwin.  Yes,  sir,  I  recall  it. 

The  Chairman.  Could  you  share  that  with  us?  I'd  appreciate  it. 

Mr.  Goodwin.  I  think  from  the  beginning,  from  the  time  we  re- 
ceived the  proposals,  both  Raff  and  Mashburn  were  against  the 
proposal,  as  Mr.  Mitchum  said,  because  of  the  publicity  that  E.F. 
Hutton  had  gotten  in  the  past.  And  they  stayed  with  that  through- 
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out  the  entire  period.  The  seventh  vote  was  the  vote  of  the  Chair- 
man, which  was  not  necessary,  since  it  had  already  passed. 

The  Chairman.  Who  was  the  Chairman,  if  you  recall? 

Mr.  Goodwin.  It  was  Willie  Simpson. 

The  Chairman.  Do  you  have  any  idea  how  Mr.  Simpson  felt? 

Mr.  Goodwin.  No,  nothing  other  than  what  I  read  on  this. 

The  Chairman.  On  this  memo? 

Mr.  Goodwin.  On  this  memo. 

The  Chairman.  This  is  the  first  time  you're  aware  of  this  memo. 

Mr.  Goodwin.  That  apparently  was  my  opinion. 

The  Chairman.  Senator  Bennett,  if  you  have  any  more? 

Senator  BENNETT.  I  don't  have  the  data  to  pursue  it  further,  but 
I  just  was  struck  by  the  difference  between  the  impression  that 
was  built  in  the  first  round  that  says  this  is  all  done  entirely  on 
the  merits,  and  then  an  obvious  concern  on  the  part  of  the  Gov- 
ernor to  the  point  that  a  memo  is  submitted  to  the  Governor  and 
added  to  by  the  Governor's  personal  assistant,  stressing  the  con- 
cern about  Lasater  to  the  point  that  the  Governor  himself  says 
Lasater  has  to  be  told  this  thing  must  be  kosher. 

Then  the  fact  that  the  Commissioners  vote  against  Lasater  says 
to  me  that  the  suggestion  that  everything  was  wonderful  and  en- 
tirely on  the  up  and  up  and  without  any  political  influence  or  even 
concern  is  simply  not  an  accurate  summary  of  where  things  were 
here.  I  think  we  have  a  legitimate  reason  to  be  concerned. 

I  thank  the  Chair. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Colonel  Goodwin,  the  answer  you  just  gave  actu- 
ally raises  a  question  in  my  mind  because  I  gather  that  there  was 
discussion  on  the  Commission  about  the  integrity  of  the  character 
of  the  various  bidders.  In  particular,  you  mentioned  Hutton,  they 
were  concerned  because  there  was  publicity  about  a  problem  with 
checks  I  think  at  Hutton;  right? 

Mr.  Goodwin.  Yes,  I  believe  that's  right. 

Mr.  Chertoff.  Was  there  discussion  about  Mr.  Lasater's  cocaine 
activities? 

Mr.  Goodwin.  I  don't  recall  any  discussion  about  Lasater.  Gene 
Raff  was  a  prosecuting  attorney  and  he  and  Mr.  Mashburn,  James 
Mashburn,  both,  as  I  said  before,  from  the  beginning  opposed  Hut- 
ton, and  I  don't  think  they  opposed  any  other  part  of  the — they  just 
did  not  want  Hutton's  name  there  because  they  had  been  pros- 
ecuted and  I  think  found  guilty  of  a  fraud  charge  involving  check 
kiting  or  some  such  thing. 

Mr.  Chertoff.  Yes,  but  if  I  remember  back  in  the  days  when  I 
prosecuted,  if  there's  one  thing  prosecutors  hate  more  than  finan- 
cial fraud,  it's  drug  activity.  You  know  from  your  own  experience 
in  the  State  Police  and  certainly  Mr.  Raff  had  to  know  as  a  pros- 
ecutor, you  don't  get  drug  distribution  if  people  don't  buy  the  drugs; 
right?  I  mean,  that's  what  drives  the  whole  thing.  And  you've  testi- 
fied that  it  was  kind  of  common  knowledge  that  Lasater  used  drugs 
and,  contrary  to  the  suggestion  made  earlier,  he  wasn't  just  some 
guy  working  in  the  firm.  He  owned  the  firm. 

So  I  guess  my  question  is,  since  we  now  know,  at  least  in  the 
minds  of  two  Commissioners,  the  turning  point,  the  critical  issue 
was  whether  there  was  a  check  problem  an  integrity  issue  at  Hut- 
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ton,  you  didn't  bring  up  or  no  one  brought  up  the  question  of  well, 
yes,  but  the  other  guy  in  the  package,  you  know,  he's  using  cocaine, 
and  we  are  wondering  whether  he's  in  fact  going  to  get  arrested. 
Wasn't  that  exactly  the  kind  of  issue  that  these  two  Commissioners 
would  have  wanted  to  know  about? 

Mr.  Goodwin.  You  know,  I  don't  know.  I  know  that  if  I  had  been 
a  Commissioner  in  a  Commission  meeting  like  that,  I  may  have  not 
brought  up  Mr.  Lasater's  name,  and  I  think  the  difference  to  me, 
at  least,  would  be  that  Hutton  was  charged  and  convicted,  and  I 
still  say  that's  what  Mr.  Raff  was  going  on,  and  Mr.  Mashburn  was 
with  him. 

Mr.  CHERTOFF.  Yes,  but  you  knew,  you  knew,  and  there  was  tes- 
timony in  Federal  Court,  6  miles  down  the  road  that  Lasater  was 
involved  with  this  stuff. 

What  I  am  getting  at  is  that  there's  not  any,  although  you  are 
asked,  not  to  find  out  is  the  guy  using  drugs  or  distributing  drugs; 
and  he  was,  by  the  way,  for  the  record,  eventually  convicted  for  dis- 
tribution, conspiracy  to  distribute  drugs;  right? 

Mr.  Goodwin.  Yes,  but  not  the  way  I  know  it.  Very  few  people 
give  it  away.  That  was  the  distribution. 

Mr.  Chertoff.  Yes,  he  gave  it  away  to  business  associates  and 
to  women  because  it  helped  him  with  whatever  he  was  doing;  is 
that  right? 

Mr.  Goodwin.  And  employees,  yes. 

Mr.  CHERTOFF.  He  gave  it  to  his  employees,  kind  of  like  a  drug 
bonus. 

Mr.  Goodwin.  That's  right. 

Mr.  Chertoff.  It's  a  felony  and  he  got  30  months  in  jail,  and  it's 
called  conspiracy  to  distribute  narcotics;  right? 

Mr.  Goodwin.  Yes. 

Mr.  Chertoff.  All  right.  You're  asked  by  the  Governor,  find  out 
if  Lasater  uses  drugs  because  we  don't  want  a  guy  who  is  using 
drugs,  who  is  buying  cocaine,  let  alone  distributing  it,  who's  buying 
cocaine  to  get  a  contract?  You're  asked  is  he  going  to  get  arrested, 
is  he  going  to  get  caught  using  drugs? 

Now  we  find  out  that  there's  two  other  Commissioners  who  were 
so  concerned  about  integrity  that  they  actually  weren't  going  to 
vote  against  Hutton  which  is  a  nationally-known  firm  that  does 
business  all  over  the  world  because  of  this  check  thing,  but  nobody, 
despite  this  trial  going  on  and  all  the  knowledge  about  the  drug 
use,  nobody  ever  says  in  a  meeting,  let  alone  you,  Colonel  Goodwin, 
"I  have  to  tell  you  guys,  you  know,  Lasater  has  a  reputation  about 
drugs.  At  least  let's  check  it  out.  Let's  check  out  whether  it's  true 
that  he  uses  drugs."  None  of  that  came,  you  didn't  feel  the  need 
to  bring  that  up? 

Mr.  Goodwin.  I  think  it  probably  was  brought  up  but  not  in  open 
meetings. 

Mr.  Chertoff.  If  it  was  brought 

Mr.  Goodwin.  I  think  that  Commissioner  Simpson  and  I  had  a 
conversation  about  that. 

Mr.  Chertoff.  What  was  the  conversation? 

Mr.  Goodwin.  The  conversation's  real  fuzzy.  I  can't  remember 
except  that  we  discussed  it. 
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Mr.  Chertoff.  Now,  we  are  getting  somewhere  because  now  we 
know  that  the  Chairman  of  the  Commission  did  have  some  kind  of 
a  conversation  with  you  about  Lasater's  drug  activities. 

Mr.  Goodwin.  If  I  am  not  mistaken,  and  I  don't  think  I  am,  I 
believe  in  the  open  meeting,  that  he  did  discuss  it. 

Mr.  Chertoff.  He  discussed  Lasater's  drug  use  in  an  open  meet- 
ing at  the  State  Police  Commission? 

Mr.  GOODWIN.  That's  what  I  think  I  remember. 

Mr.  Chertoff.  What  was  the  discussion? 

Mr.  Goodwin.  I  don't  know.  What  else  could  you  discuss,  he's  a 
cocaine  user.  That's  what  everybody  says.  He's  never  been  caught. 
In  everybody's  mind,  they  know  that  he,  that  he's  a  user. 

Mr.  Chertoff.  I  have  to  tell  you,  you  have  just  told  us  that  one 
of  the  Commissioners  was  a  prosecuting  attorney  and  at  an  open 
meeting,  the  conversation  was,  "yes,  he's  a  drug  user  but  he's  never 
been  caught."  These  guys  are  absolutely  adamantly  against  Hutton 
and  they  have,  like  the  drug  stuff  just  totally  not  an  issue. 

Colonel  Goodwin,  was  there  a  doubt  in  your  mind  at  that  time 
that  the  reason  there  was  a  drug  distribution  problem  in  Arkansas, 
like  in  everyplace  else  in  the  country,  was  because  people  buy  the 
drugs.  If  people  buy  drugs  and  if  they  are  wealthy  people  and  they 
can  buy  alot  of  drugs  and  they  use  money  that  they  earned  to  buy 
drugs,  they  are  promoting  drug  activity.  Was  there  any  doubt  in 
your  mind  that  that  was  the  case  in  Arkansas  in  1984  and  1985? 

Mr.  Goodwin.  You  are  talking  about — concerning  Lasater  in  par- 
ticular? 

Mr.  Chertoff.  I  am  saying  concerning  in  general  your  under- 
standing. 

Mr.  Goodwin.  Generally,  yes,  I'd  say 

Mr.  Chertoff.  You  understood  that  people  who  buy  a  lot  of 
drugs  are  promoting  drug  activity;  right? 

Mr.  Goodwin.  Sure. 

Mr.  Chertoff.  In  this  discussion  at  the  meeting  about  Lasater 
as  a  person  who  buys  drugs  and  uses  drugs  but  he  hasn't  been 
caught,  you're  telling  us  that  the  people  who  raised  the  issue  about 
Hutton  and  the  checks,  nobody  ever  raised  a  peep  about  Lasater. 
Can  you  tell  us  why  that  is?  Why  that  just  was  of  no  interest  to 
anybody? 

Mr.  Goodwin.  No,  I  can't. 

Mr.  Chertoff.  I  can't  either. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Mitchum,  were  these  hearings  open  hear- 
ings of  the  Commission? 

Mr.  Mitchum.  Yes. 

Senator  Sarbanes.  Well,  I'm  looking  at  the  minutes  of  the  meet- 
ing of  May  10th,  it  said,  during  the  presentation  of  Raney/Hutton/ 
Lasater,  they  were  questioned  concerning  the  Federal  charges  of 
fraud  against  the  Hutton  firm. 

Mr.  Steve  Clayburne,  a  Senior  Vice  President  and  Manager  of 
Hutton's  Houston,  Texas,  Public  Finance  Division  told  the  Commis- 
sion that  the  practices  which  resulted  in  the  charges  occurred  3 
years  ago  and  were  stopped  immediately  when  discovered.  Then  he 
went  on  and  said,  you  know,  he  stated  the  company's  reputation 
had  not  been  damaged  by  the  publicity,  told  of  two  large  bond  is- 
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sues  in  which  they  had  recently  been  involved,  and  that  the  compa- 
nies had  more  than  enough  money  allotted  for  restitution  payments 
in  relationship  to  their  capital  base.  So  that  was  a  matter  of  some 
discussion,  I  take  it,  at  this  meeting,  is  that  right? 

Mr.  Mitchum.  Yes,  sir. 

Senator  Sarbanes.  Commissioners  Raff  and  Mashburn  were  the 
ones  who  were  questioning  this  bidding  group  because  of  the  Hut- 
ton  presence.  Is  that  correct? 

Mr.  Mitchum.  That's  correct. 

Senator  Sarbanes.  And  in  the  end,  they  were  the  two  who  voted 
against  it? 

Mr.  Mitchum.  That's  correct. 

Senator  Sarbanes.  Now  were  representatives  of  all  of  the  firms 
present  there  at  this  meeting? 

Mr.  Mitchum.  I  assume  they  were,  yes,  sir. 

Senator  Sarbanes.  Well,  it  says,  after  all  proposals  were  pre- 
sented, they  were  presented  by  the  bidding  groups,  it  says  the 
Commission  entered  into  a  discussion  of  the  proposals  with  rep- 
resentatives of  all  firms  present. 

Mr.  Mitchum.  Yes,  sir.  I  have  not  read  these  minutes  in  a  few 
years. 

Senator  Sarbanes.  Yes.  Were  you  there,  Mr.  Young? 

Mr.  Young.  Yes,  I  was. 

Senator  Sarbanes.  Is. that  the  way  it  took  place? 

Mr.  Young.  Yes.  Everybody  that  made  a  presentation  was  at 
that  meeting.  „ 

Mr.  COLE.  Mr.  Portnoy. 

Mr.  Portnoy.  Mr.  Young,  do  you  have  a  copy  of  the  legislation 
that  authorized  the  sale  of  the  bonds? 

Mr.  Young.  Do  I  have  a  copy9 

Mr.  Portnoy.  Did  the  Majority  provide  you  with  one?  If  not,  we 
can. 

Mr.  Young.  Let's  see.  Yes,  yes,  I  do. 

Mr.  Portnoy.  If  you  could  look  at  the  fifth  page  of  the  legislation 
and  the  first  full  paragraph,  or  the  first  paragraph  beginning  on 
that  page,  there's  a  sentence  beginning  "Payments  to  cover  .   .   ."? 

Mr.  Young.  Yes,  I  see  that. 

Mr.  Portnoy.  I  take  it,  sir,  that  that's  the  phrase  in  this  legisla- 
tion that's  been  the  subject  of  some  discussion  here  today? 

Mr.  Young.  That's  what  I  understand. 

Mr.  PORTNOY.  I'll  read  it  for  our  audience,  the  legislation  states 
that:  "Payments  to  cover  the  costs  under  the  lease  agreement  shall 
be  paid  from  the  lease  fund  on  a  monthly  basis."  And  you  stated 
that  the  First  Capital  proposal  misunderstood  that  language? 

Mr.  Young.  Yes,  I  think  they  did. 

Mr.  Portnoy.  Could  you  explain  the  manner  in  which  they  mis- 
understood the  language  of  the  act? 

Mr.  Young.  In  their  proposed  structure,  as  I  recall,  the  State  Po- 
lice would  make  monthly  payments  that  didn't  involve  another  step 
through  which  they  would  go  through  to  ultimately  get  to  the  bond 
holders. 

In  our  particular  proposal,  for  example,  the  monthly  payments 
would  have  gone  into  a  bond  fund,  or  a  fund  that  would  accumulate 


2513 

the  monthly  payments  for  payments  to  bond  holders  on  a  6-month 
basis,  every  6  months. 

Mr.  Portnoy.  Let  me  ask  that  question  in  reverse.  Could  you  ex- 
plain perhaps  in  a  little  more  detail  how  it  is  that  your  proposal 
complied  with  this  provision  without  making  actual  monthly  pay- 
ments to  bond  holders? 

Mr.  Young.  Well,  the  legislation  simply  didn't  require  any  par- 
ticular way  that  payments  were  made  to  bond  holders.  The  legisla- 
tion dealt  with  an  issue  that's  important  under  Arkansas  law  and 
that  simply  is  the  flow  of  the  funds,  how  do  the  funds  get  from 
where  they  are  collected  by  the  State  to  the  designated  purpose.  It 
wasn't  intended  in  a  way  to  ultimately  control  the  structure  of  the 
financing  that  was  offered  to  bond  holders. 

Mr.  Portnoy.  You  testified  just  a  moment  ago  that  your  proposal 
made  payments  semiannually,  I  believe? 

Mr.  Young.  That's  right. 

Mr.  Portnoy.  Whereas,  the  First  Capital  proposal  made  pay- 
ments monthly? 

Mr.  YOUNG.  That  is  correct,  and  you're  talking  about  payments 
to  bond  holders.  Ours  also  required  monthly  payments  to  a  fund 
that  ultimately  would  go  to  bond  holders. 

Mr.  Portnoy.  Now  that  fund  to  which  your  proposal  required 
monthly  payments  was  a  fund  controlled  and  owned  by  the  State 
of  Arkansas,  was  it  not? 

Mr.  Young.  That  is  correct.  I  think  that's  the  lease  fund  that's 
referred  to  in  here. 

Mr.  Portnoy.  So  the  State  of  Arkansas  retained  control  of  the 
moneys  for  longer  under  your  proposal? 

Mr.  Young.  That  is  essentially  correct. 

Mr.  Portnoy.  And  the  State  could  invest  those  moneys? 

Mr.  Young.  That  is  correct. 

Mr.  Portnoy.  And  the  State  could  receive  a  higher  interest  rate 
on  its  investment  than  it  was  paying  to  bond  holders? 

Mr.  Young.  It  could. 

Mr.  Portnoy.  Is  that  a  concept  known  as  interest  rate  arbitrage 
or  debt  arbitrage?  Have  you  heard  those  terms? 

Mr.  Young.  Arbitrage  generally  refers,  at  least  in  the  bond 
sense,  to  the  opportunity  to  invest  moneys  at  a  yield  that's  higher 
than  what  the  cost  is. 

Mr.  Portnoy.  So  would  it  be  fair  to  say  that  your  proposal  made 
use  of  essentially  arbitrage  to  lower  the  State's  borrowing  costs? 

Mr.  Young.  That's  essentially  correct. 

Mr.  Portnoy.  The  First  Capital  proposal  failed  to  take  advan- 
tage of  that  for  a  basic  investment  banking  concept? 

Mr.  Young.  That  was  my  view  of  their  proposal. 

Mr.  Portnoy.  Was  it  common  to  structure  a  deal  in  this  fashion? 

Mr.  Young.  In  1985,  it  certainly  was. 

Mr.  Portnoy.  My  understanding  is  that  there  was  a  provision  in 
Federal  tax  law  which  permitted  the  State  to  invest  funds  that  it 
received  in  the  issuance  of  tax  exempt  securities  and  that  those 
provisions  later  changed? 

Mr.  YOUNG.  That's  correct.  Federal  law  changed  in  1986  that  re- 
quired that  if,  for  example,  a  municipality  or  a  State  borrowed  it 
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at  an  8  percent  rate  and  they  couldn't  turn  around  and  invest  at 
10  and  keep  that  additional  2  percentage  points. 

Mr.  PORTNOY.  So  would  it  be  fair  to  say  that  this  practice  was 
sufficiently  common  that  the  Federal  laws  governing  it  were 
changed  shortly  after  this  deal  closed? 

Mr.  YOUNG.  Well,  of  course,  even  in  1985,  you  couldn't — there 
weren't  unlimited  opportunities.  You  just  couldn't  go  out  and  issue 
debt  and  put  it  in  a  bank  and  make  a  profit.  But  there  were  certain 
things  that  you  could  invest  it  in  unrestricted  yield,  particularly  at 
least  the  construction  fund  until  it  was  spent,  or  the  reserve  fund 
that  was  established  or,  for  example,  as  you  mentioned  the  bond 
funds  used  to  accumulate  the  payments. 

Mr.  PORTNOY.  Was  it  also  common  practice  at  the  time  for  bonds 
issued  by  State  agencies  to  provide  for  semi-annual  interest  pay- 
ments? 

Mr.  YOUNG.  Yes.  In  my  experience,  most  bonds  do  require,  pro- 
vide for  semi-annual  payments  to  bond  holders.  In  the  leasing  busi- 
ness, it  is  not  unusual  if,  for  example,  a  borrower  wants  to  finance, 
or  a  State  borrower,  municipal  borrower  wants  to  finance  an  item, 
they  may  do  so  in  a  lease  transaction  that  might  ultimately  provide 
for  monthly  payments  to  the  investor.  But  as  I  said  earlier,  that 
was  not  required  in  this  particular  legislation,  and  I  think  that  is 
why  the  other  bidder  was  confused  about  what  this  might  involve. 

Mr.  PORTNOY.  So  there  was  nothing  unusual  about  the  payment 
schedule  in  your  proposal? 

Mr.  Young.  Absolutely  not. 

Mr.  PORTNOY.  In  fact,  if  anything,  it  was  the  First  Capital  pro- 
posal that  was  unusual? 

Mr.  YOUNG.  In  my  recollection,  it  was  the  only  one  that  required 
that  particular  structure. 

Mr.  PORTNOY.  Thank  you,  sir. 

Mr.  Myers,  what's  an  Enrolled  Actuary? 

Mr.  MYERS.  An  Enrolled  Actuary  is  someone  who  has  met  the  re- 
quirements imposed  by  ERISA.  The  Employment  Retirement  In- 
come Security  Act  of  1974  imposes  certain  education  and  experi- 
ence requirements  so  that  you  can  be  certified.  You  sign  off  on  the 
actuarial  statements  that  cover  the  funding  for  qualified  retirement 
plans. 

Mr.  Portnoy.  Maybe  you  could  explain  in  a  little  more  detail, 
what  an  actuary  does? 

Mr.  Myers.  The  actuary  calculates  your  insurance  premiums, 
how  much  you're  going  to  pay,  based  upon  statistical  analysis,  mor- 
tality, he  calculates  the  cost  of  your  automobile  insurance  pre- 
miums, based  upon  what  statistics  indicate  the  ratio  of  accidents 
are  in  your  given  locale  and  sex  and  age,  et  cetera. 

In  the  pension  case,  you  calculate  the  contribution  amounts  that 
the  employer  needs  to  put  into  the  plan  to  pay  for  the  benefits  that 
have  been  promised  to  his  employees  under  the  terms  of  the  plan. 

Mr.  Portnoy.  Would  it  be  a  fair  summation  to  say  that  actuaries 
do  statistical  analyses? 

Mr.  Myers.  Yes. 

Mr.  Portnoy.  Is  that  what  you  did  in  this  instance,  sir? 
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Mr.  Myers.  I  don't  think  it's  statistical  analysis.  I  just  did  a 
present  value  study,  I  believe,  looking  at  what's  here  and  what  my 
memory  says. 

Mr.  Portnoy.  Well,  this  would  be  a  good  time,  sir,  perhaps  to 
give  you  what  I  think  might  be  a  clearer  copy  of  the  work  that  you 
performed  back  in  1985. 

Mr.  Myers.  That  would  be  nice. 

Mr.  Portnoy.  If  you  could  give  Mr.  Myers  a  copy?  Does  this  look 
familiar  to  you,  sir? 

Mr.  Myers.  Yes. 

Mr.  Portnoy.  Does  it  look  familiar  to  you,  Mr.  Mitchum? 

Mr.  Mitchum.  Yes,  it  does. 

Mr.  Portnoy.  Do  either  of  you  have  any  reason  to  believe  this 
is  not  the  document  that  Mr.  Myers  prepared  back  in  1985? 

Mr.  Mitchum.  No. 

Mr.  Myers.  I  believe  that  this  is  my  document,  yes. 

Mr.  Portnoy.  Sir,  I  would  draw  your  attention  to  the  cover 
sheet,  which  is  entitled  "State  Police  Communication  Bid  Analysis." 
Is  that  a  summary  of  the  work  you  did? 

Mr.  Myers.  Yes. 

Mr.  Portnoy.  If  you  look  at  the  first  entry,  I  believe  it  lists  First 
Capital  Corporation  and  a  cost  of  $18,073,030;  is  that  correct? 

Mr.  Myers.  Yes. 

Mr.  Portnoy.  Was  that  cost  actually  the  net  present  value  cal- 
culation? 

Mr.  Myers.  Yes.  Under  that  heading  it  says  present  value  study. 

Mr.  Portnoy.  What  is  net  present  value  in  this  context? 

Mr.  Myers.  That's  the  discounted  value  of  a  stream  of  payments 
that  are  to  be  received  at  some  future  point  in  time. 

Mr.  Portnoy.  And  would  it  be  fair  to  say  that  this  figure  is  what 
the  bond  underwriting  would  cost  the  State  of  Arkansas  in  1985 
dollars? 

Mr.  Myers.  Yes. 

Mr.  Portnoy.  The  second  entry  is  the  Raney/Hutton/Lasater  pro- 
posal, and  that  lists  a  cost  or  a  net  present  value  of  $18,101,700. 

Mr.  Myers.  That's  correct. 

Mr.  Portnoy.  So  the  difference  between  those  two  proposals  is 
approximately  $28,000? 

Mr.  Myers.  Twenty-eight  thousand  dollars,  yes,  sir. 

Mr.  Portnoy.  Out  of  more  than  $18  million? 

Mr.  Myers.  That's  correct. 

Mr.  Portnoy.  Have  you  had  occasion  to  calculate  what  that  dif- 
ference is  in  percentage  terms? 

Mr.  Myers.  Umm 

Mr.  Portnoy.  Don't  even  try. 

Mr.  Myers.  It's  a  few  basis  points. 

Mr.  Portnoy.  Fortunately,  I  have  a  calculator  and  I  came  up 
with  fifteen  one-hundredths  of  1  percent.  I  believe  you  character- 
ized that  difference  earlier  as? 

Mr.  Myers.  De  minimis. 

Mr.  Portnoy.  De  minimis  or  infinitesimal.  Would  you  agree  with 
that  characterization,  Mr.  Mitchum? 

Mr.  Mitchum.  Yes,  I  would. 
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Mr.  Portnoy.  Is  there  anybody  who  would  disagree  that  for  pur- 
poses of  a  bond  underwriting  that  the  difference  between  these  two 
proposals  is  effectively  zero  in  price? 

Mr.  Mitchum.  Correct. 

Mr.  Portnoy.  Now  turning  to  the  second  numbered  portion  of 
this  first  page,  Mr.  Myers,  it  says,  "Other  Considerations — A.  Tim- 
ing of  Payments.  First  Capital's  bid  requires  the  State  to  make 
payments  immediately.  The  Hutton/Lasater  bid's  first  payment  is 
not  due  until  the  13th  month.  The  State  thus  has  the  use  of  the 
driver's  license  revenue  for  a  longer  period  which  further  serves  to 
reduce  the  cost."  Does  that,  in  effect,  confirm  what  Mr.  Young  was 
saying  about  their  proposal,  sir? 

Mr.  Myers.  Yes,  it  does. 

Mr.  Portnoy.  So  would  it  be  your  view  that  the  $28,000  dif- 
ference we  discussed,  which  we've  already  established  is  essentially 
nothing,  does  not  even  include  this  factor  which  makes  the  Raney 
proposal  less  expensive  for  the  State? 

Mr.  Myers.  I  believe  the  calculations  that  I  did  reflect  the  dis- 
counting in  the  use  of  the  State  for  that  money.  I  think  that's  just 
the  opposite  of  what  you  said. 

Mr.  Portnoy.  I  believe  Mr.  Mitchum  testified  in  his  deposition 
that  he  had  a  different  understanding,  that  the  numbers  that  you 
came  up  with  did  not  reflect  the  arbitrage  opportunities  that  were 
available  to  the  State  under  the  RHL  proposal.  Is  that  your  recol- 
lection? 

Mr.  Mitchum.  I  believe  I  was  incorrect  on  that. 

Mr.  Portnoy.  So  that  was  your  understanding  at  the  time, 
though,  sir? 

Mr.  Mitchum.  Right. 

Mr.  Portnoy.  Thank  you. 

The  Chairman.  Do  we  have  any  more? 

Mr.  Chertoff.  Two  quick  questions. 

The  Chairman.  Two  quick  questions. 

Mr.  Chertoff.  I  just  want  to  be  clear.  We  are  clear  now  finally 
I  guess,  Mr.  Young,  when  we  look  at  Mr.  Myers'  analysis,  that  the 
First  Capital  bid,  in  terms  of  cost,  was  lower  than  the  Raney/Hut- 
ton/Lasater  bid;  right? 

Mr.  Young.  That's  correct. 

Mr.  Chertoff.  And  the  difference  boils  down  to  this  complicated 
issue  involving  arbitrage  where  lawyers  can  debate  until  the  cows 
come  home  about  whether  the  statute  allows  you  to  hold  back  the 
money  to  do  that  or  not;  right?  But  what  we  do  know,  Mr.  Young, 
is  that  it  all  boiled  down  to  the  opinion  that  the  law  firm  issued, 
that's  Jim  Guy  Tucker's  law  firm  issued  that  said  that  it  was  OK 
to  hold  back  the  money  and  do  this  arbitrage. 

We  also  know  that  this  law  firm  was  the  law  firm  that  drafted 
the  legislation  and  was  paid  by  your  syndicate  and  that  offered  this 
critical  opinion  that  turned  a  losing  bid  into  a  winning  bid.  We 
know  that;  right? 

Mr.  Young.  Well,  I  don't  think  I  agree  with  your  characterization 
that  that  was  what  won  the  bid  for  us,  but 

Mr.  Chertoff.  This  is  what  Mr.  Myers,  the  quote  "independent 
person"  prepared.  Because  if  you  look,  it's  right  on,  you  can't,  I 
mean,  this  thing  doesn't  lie.  This  was  made  up  at  the  time. 
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In  just  plain  black  and  white,  First  Capital  comes  in  first  with 
the  lowest  cost,  but  the  consideration  that  turns  it  is  this  notion 
of  the  Raney/Hutton/Lasater  bid  holding  back  the  money.  And  that 
all  boils  down  to  how  you  read  that  legislation.  The  people  who 
read  the  legislation  were  bought  and  paid  for  by  Mr.  Lasater.  I 
mean,  that  seems  to  me  to  be  the  sum  and  substance  of  it.  You 
can't  deny  any  more  that  Mr.  Lasater  and  your  firm  and  the  Hut- 
ton  firm  together  did,  in  fact,  pay  the  lawyers  who  rendered  the 
opinion  that  allowed  this  arbitrage  deal  with  the  money;  right?  You 
guys  paid  the  lawyers? 

Mr.  YOUNG.  I  think  I  would  agree  that  we  paid  the  lawyers  for 
their  services. 

Mr.  Chertoff.  OK. 

The  Chairman.  No  further  questions. 

Senator  Sarbanes.  Mr.  Goodwin,  you  are  now  the  retired  former 
Director  of  the  Arkansas  State  Police? 

Mr.  Goodwin.  Yes,  sir. 

Senator  Sarbanes.  Is  the  Director  the  top  job  in  the  Arkansas 
State  Police? 

Mr.  Goodwin.  Yes,  13  years. 

Senator  Sarbanes.  You  were  the  Director  for  13  years  beginning 
when? 

Mr.  Goodwin.  Yes,  sir,  1981  and  retired  in  1994. 

Senator  Sarbanes.  Were  you  with  the  State  Police  before  that? 

Mr.  Goodwin.  Yes,  sir. 

Senator  Sarbanes.  How  long  were  you  with  the  Arkansas  State 
Police? 

Mr.  Goodwin.  For  25  years  prior  to  that. 

Senator  Sarbanes.  Prior  to  becoming  the  Director? 

Mr.  Goodwin.  Yes,  sir. 

Senator  Sarbanes.  So  you  had  a  total  of  38  years  with  the  Ar- 
kansas State  Police? 

Mr.  Goodwin.  That's  correct. 

Senator  Sarbanes.  Are  you  appointed  by  the  Governor? 

Mr.  Goodwin.  Yes,  I  am. 

Senator  Sarbanes.  For  a  term  or  for  an  unlimited  period?  How 
does  that  work  in  Arkansas? 

Mr.  Goodwin.  Normally  with  a  change  of  Governor,  the  Director 
will  change.  It's  his  option. 

Senator  Sarbanes.  Who  appointed  you  as  Director? 

Mr.  Goodwin.  Frank  White. 

Senator  Sarbanes.  Governor  White  appointed  you. 

Mr.  Goodwin.  Yes,  sir. 

Senator  Sarbanes.  Was  it  open  to  Governor  Clinton  to  replace 
you?  Under  the  law,  could  he  have  done  that? 

Mr.  Goodwin.  He  could  have  done  that,  yes. 

Senator  Sarbanes.  But  he  did  not,  he  retained  you  as  Director? 

Mr.  Goodwin.  That's  correct. 

Senator  Sarbanes.  So  you  were  picked  by  Governor  White  but 
Governor  Clinton  retained  you,  well,  I  guess,  until  he  was  gone 
from  Arkansas,  and  then  you  decided  to  retire  at  some  subsequent 
time? 

Mr.  Goodwin.  Well,  I  probably  worked  at  least  a  year,  maybe  a 
year  and  a  half  under  Governor  Tucker. 
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Senator  Sarbanes.  So  you  worked  through  three  Governors  as 
Director? 

Mr.  Goodwin.  Yes,  sir. 

Senator  Sarbanes.  Of  the  Arkansas  State  Police? 

Mr.  Goodwin.  Yes,  sir. 

Mr.  Cole.  I  just  v,  anted  to  be  clear  on  one  final  point,  Colonel 
Goodwin.  It  goes  back  to  a  point  Mr.  Chertoff  raised.  There  was  a 
time  when  Governor  Clinton  asked  you  to  inquire,  at  least  raised 
concerns  about  Mr.  Lasater  and  his  cocaine  or  rumors  of  his  co- 
caine use.  Is  that  correct? 

Mr.  Goodwin.  I  hope  I  made  it  clear  that  I'm  not  sure  who  initi- 
ated the  conversation  but  yes,  I  did  discuss  it  with  him. 

Mr.  Cole.  In  any  event,  and  I  want  to  be  clear  too  because  I 
think  this  is  important,  there  was  a  concern  and  the  Governor 
shared  the  concern,  whoever  raised  it,  and  you  checked  and  found 
there  was  no  record  that  Mr.  Lasater  was  being  investigated,  and 
he  certainly  hadn't  been  tried  or  convicted  at  that  time? 

Mr.  Goodwin.  That's  correct. 

Mr.  Cole.  So  what  you  were  dealing  with  at  that  time  really  was 
just  rumors? 

Mr.  Goodwin.  That's  what  I  was  dealing  with,  yes. 

Mr.  Cole.  I  think  earlier  you  drew  a  distinction  and  perhaps  you 
didn't  testify  fully  about  it,  but  you  noted  that  with  the  E.F.  Hut- 
ton  group  and  the  concerns  that  some  of  the  board  members  had 
raised  about  Hutton,  Hutton  had  been  convicted  of  Federal  fraud 
charges.  In  fact,  it  entered  a  guilty  plea  at  that  time,  so  there  was 
a  conviction  there. 

Mr.  Goodwin.  That's  correct. 

Mr.  COLE.  You  drew  a  distinction,  at  least  in  your  mind,  between 
a  situation  where  a  firm  had  been  found  guilty  in  court  on  the  one 
hand  with  Hutton,  and  on  the  other  hand  with  Lasater,  where  you 
had  some  unsubstantiated  rumors,  and  I  recognize  that  later  Mr. 
Lasater  did  plead  guilty  to  drug  charges  and  those  rumors  turned 
out  to  have  some  foundation,  but  at  the  time  you  were  dealing  with 
rumors? 

Mr.  Goodwin.  Yes. 

Mr.  COLE.  Then  I  take  it  you  would  have  had  some  question 
about  whether  it  would  have  even  been  appropriate  for  the  State 
to  have  taken  what  would  have  been  pretty  serious  action  against 
a  group  of  underwriting  firms,  that  would  be  to  disqualify  them 
from  the  bidding  process,  just  based  on  some  rumors  that  had  not 
legal  foundation  at  that  time? 

Mr.  GOODWIN.  If  I  had  been  a  member  of  the  Commission,  I 
would  have  been  concerned  about  it. 

Mr.  COLE.  Thank  you. 

The  Chairman.  We  have  no  further  questions  and  this  panel  is 
dismissed  with  the  thanks  of  the  Committee.  We  have  at  least  two 
intervening  votes,  and  so  we  will  reconvene  at  3:00  o'clock. 

[Whereupon,  at  12:40  p.m.,  the  Committee  was  recessed  to  recon- 
vene at  3:00  p.m.  this  same  day.] 
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AFTERNOON  SESSION 

The  Chairman.  Before  I  swear  in  the  witnesses,  I  am  going  to 
recognize  Mr.  Ben-Veniste  for  a  statement. 

Mr.  Ben-Veniste.  Thank  you,  Mr.  Chairman. 

In  response  to  inquiries  that  our  office  has  received  probably 
emanating  from  a  story  that  appeared  on  the  editorial  page  of  The 
Wall  Street  Journal  some  time  ago,  I  wanted  to  clarify  something 
so  I  don't  have  to  respond  to  a  number  of  different  inquiries. 

The  Chairman.  Do  you  think  that  this  will  keep  people  from  con- 
tinuing to  raise  questions? 

Mr.  Ben-Veniste.  Probably  not,  but  it  will  keep  me  from  having 
to  respond. 

The  Chairman.  I  was  going  to  say,  how  naive. 

Mr.  Ben-Veniste.  In  1984  or  1985,  I  represented  an  individual 
by  the  name  of  Barry  Seale  in  a  criminal  case  brought  against  him 
in  Federal  Court  in  Ft.  Lauderdale,  Florida.  Seale  had  asked  me 
to  represent  him  because  of  an  earlier  trial  I  had  just  won  in  the 
same  courthouse. 

Ultimately,  Seale  was  convicted  of  illegally  importing  quaaludes 
into  the  United  States,  and  thereafter  became  an  undercover  opera- 
tor for  the  Government  in  several  high-profile  investigations  be- 
cause a  link  had  been  alleged  in  the  right  wing  press  involving 
Barry  Seale,  Mina  Airport  in  Arkansas,  and  Dan  Lasater. 

I  advised  Senator  Sarbanes,  prior  to  my  appointment  as  Special 
Counsel  to  this  Committee,  that  if  the  Committee  were  to  investi- 
gate these  allegations,  I  would  feel  more  comfortable  if  someone 
else  on  the  staff  were  involved.  Senator  Sarbanes  agreed  that  even 
though  there  was  not  a  remote  suggestion  of  a  conflict  of  interest, 
that  given  the  breadth  of  the  anticipated  inquiry  by  this  Commit- 
tee, the  assignment  of  this  area  to  another  staffer  would  be  agree- 
able. 

Accordingly,  I  assigned  the  questioning  of  Mr.  Lasater  to  others, 
even  though  this  Committee  has  not  concerned  itself  with  the  alle- 
gations concerning  Mina  Airport.  I  personally  have  seen  no  evi- 
dence from  any  source  that  would  link  Barry  Seale  to  Mr.  Lasater, 
much  less  to  any  area  under  inquiry  by  this  Committee. 

Clearly,  there  never  has  been  nor  is  there  now,  to  the  best  of  my 
knowledge,  any  conflict  between  my  prior  representation  of  Mr. 
Seale  and  the  work  of  this  Committee.  And  I  wanted  you  to  know 
that,  Mr.  Chairman,  and  of  course,  Senator  Sarbanes  and  I  have 
discussed  this  early  on  and  then  again  I  thought  it  appropriate  to 
make  this  statement. 

The  Chairman.  Thank  you. 

Senator  Sarbanes.  Mr.  Chairman,  I  simply  want  to  say  I  frankly 
do  not  think  there  was  a  conflict,  but  Mr.  Ben-Veniste,  in  really  an 
abundance  of  caution,  thought  it  would  work  better  this  way,  and 
that  was  the  understanding  we  made  at  the  outset,  and  I've  seen 
nothing  that's  changed  my  view  on  that. 

But  I  think,  sir,  that  no  questions  are  raised,  we  are  going  to  fol- 
low this  procedure  although  I  want  to  make  it  very  clear  I  think 
he  could,  in  my  own  view,  participate  without  there  being  a  conflict 
of  interest,  but  we'll  avoid  any  questions  about  that  by  following 
this  course  of  action. 
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The  Chairman.  I  appreciate  the  sentiment  shared  by  my  Rank- 
ing Member,  and  I  commend  Mr.  Ben-Veniste  for  taking  this  course 
of  action. 

Mr.  Ben-Veniste.  Thank  you,  Mr.  Chairman. 

The  Chairman.  May  I  ask  our  witnesses  to  please  stand  for  the 
purposes  of  taking  the  oath. 

[Witnesses  sworn.] 

The  Chairman.  If  any  of  the  witnesses  would  like  to  make  a 
statement,  we  would  be  happy  to  receive  them  at  this  time. 

Mr.  Bratton. 

SWORN  TESTIMONY  OF  SAM  I.  BRATTON,  JR. 
FORMER  COUNSEL  TO  GOVERNOR  CLINTON 

Mr.  Bratton.  No,  Mr.  Chairman. 
The  Chairman.  Mr.  Gaines. 

SWORN  TESTIMONY  OF  MICHAEL  J.  GAINES 

FORMER  PUBLIC  SAFETY  LIAISON  TO  ARKANSAS  STATE 

POLICE  FOR  GOVERNOR  CLINTON 

Mr.  Gaines.  No,  sir. 

The  Chairman.  Mr.  Nash. 

SWORN  TESTIMONY  OF  BOB  J.  NASH 

FORMER  SENIOR  EXECUTIVE  ASSISTANT  FOR 

ECONOMIC  DEVELOPMENT  TO  GOVERNOR  CLINTON 

Mr.  Nash.  No,  sir. 

The  Chairman.  I'll  turn  to  Mr.  Giuffra. 

Mr.  GlUFFRA.  Good  afternoon,  panel. 

Mr.  Nash,  if  I  could  begin  with  you,  sir.  Between  1983  and  1988, 
you  were  the  Senior  Executive  Assistant  to  Governor  Clinton  for 
Economic  Development. 

Mr.  Nash.  That  is  correct.  I  may  have  gone  into  1989. 

Mr.  Giuffra.  Then  you  became  the  head  of  the  Arkansas  Devel- 
opment Finance  Authority? 

Mr.  Nash.  That  is  correct. 

Mr.  Giuffra.  While  you  were  the  Assistant  to  the  Governor  for 
Economic  Development,  did  you  know  a  man  named  Charles  Stout? 

Mr.  Nash.  I  remember  that  name.  I  believe  he  was  a  board  mem- 
ber of  the  Bond  Authority. 

Mr.  Giuffra.  Was  he  the  Chairman  of  the  Arkansas  Develop- 
ment Housing  Agency? 

Mr.  Nash.  I  can't  remember  whether  he  was  the  Chairman  or 
not.  I  think  I  remember  him  being  on  the  board. 

Mr.  Giuffra.  And  he  was  appointed  by  Governor  White  who  was 
Governor  Clinton's  predecessor? 

Mr.  Nash.  I  don't  remember  who  appointed  him. 

Mr.  Giuffra.  Did  you  ever  speak  to  Mr.  Stout  about  bond  under- 
writing work  for  the  Arkansas  Development  Housing  Authority? 

Mr.  Nash.  Did  I  ever  speak  to  him  when? 

Mr.  Giuffra.  Some  time  during  1983,  1984,  1985,  about  the  Ar- 
kansas Housing  Development  Housing  Agency  bond  underwriting 
contracts? 

Mr.  Nash.  I  was  on  the  Governor's  staff  at  the  time  and  I  could 
have  spoken  to  him  if  he  was  on  the  board  at  that  time. 
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Mr.  GlUFFRA.  Did  you  ever  instruct  Mr.  Stout  to  include  a  firm 
called  Collins,  Block  &  Lasater  in  HDA  underwritings? 

Mr.  Nash.  No,  I  did  not. 

Mr.  GlUFFRA.  You're  certain  that  you  did  not  do  that? 

Mr.  Nash.  I'm  certain  I  did  not  do  that. 

Mr.  GlUFFRA.  Did  you  ever  discuss  with  Mr.  Stout  on  any  occa- 
sion whether  certain  underwriting  firms  should  receive  a  certain 
percentage  of  HDA  underwriting  work? 

Mr.  NASH.  I  don't  recall  ever  discussing  anything  like  that  with 
Mr.  Stout. 

Mr.  GlUFFRA.  So  you  never  said  to  Mr.  Stout  that,  for  example, 
the  Block  Lasater  firm  should  receive  30  percent  of  the  HDA  work? 

Mr.  Nash.  No,  I  don't  recall  ever  mentioning  anything  like  that. 

Mr.  GlUFFRA.  Mr.  Bratton,  if  I  could  turn  to  you.  You  were  coun- 
sel to  the  Governor  in  the  mid-1980's? 

Mr.  Bratton.  That's  correct. 

Mr.  GlUFFRA.  In  that  capacity,  you  were  involved  in  drafting  and 
reviewing  legislation? 

Mr.  Bratton.  Among  other  things. 

Mr.  GlUFFRA.  Let  me  direct  your  attention,  do  you  recall  legisla- 
tion to  authorize  the  financing  of  the  police  radio  system? 

Mr.  Bratton.  Generally. 

Mr.  GlUFFRA.  And  that  was  part  of  the  Governor's  1985  legisla- 
tive package? 

Mr.  BRATTON.  I  don't  recall  whether  it  was  a  part  of  the  Gov- 
ernor's package,  as  it  was  referred  to.  It  was  a  piece  of  legislation 
that  the  Governor's  office  was  interested  in  and  supported. 

Mr.  GlUFFRA.  Do  you  recall  discussing  this  legislation  with  the 
Governor  on  any  occasion? 

Mr.  Bratton.  I  am  sure  I  did  discuss  it  with  him  on  several  oc- 
casions during  that  period  of  time.  I  don't  have  any  specific  recol- 
lection of  any  conversation. 

Mr.  GlUFFRA.  Do  you  recall  the  Governor  being  present  at  meet- 
ings at  which  this  bond  underwriting  contract  was  discussed? 

Mr.  Bratton.  The  legislation  or  bond  underwriting? 

Mr.  GlUFFRA.  Let's  talk  about  some  legislation  first. 

Mr.  Bratton.  That's  been  11  years  ago,  and  I  don't  recall  specific 
meetings.  Knowing  generally  how  we  operated,  I  am  sure  the  Gov- 
ernor was  present  on  more  than  one  occasion  when  that  piece  of 
legislation  and  others  would  have  been  discussed  in  the  context  of 
the  legislative  session  and  the  initiatives  we  were  supporting. 

Mr.  GlUFFRA.  You  would  agree  that  this  was  an  important  item 
on  the  Governor's  agenda  at  the  time? 

Mr.  Bratton.  Along  with  many  other  things  that  would  have 
been  important. 

Mr.  GlUFFRA.  In  terms  of  how  you  would  have  financed  the  police 
radio  system,  you  considered  a  number  of  alternatives;  right? 

Mr.  Bratton.  I  do  not  recall  how  many  alternatives  were  consid- 
ered. 

Mr.  Giuffra.  Was  the  actual  legislation  drafted  in  your  office? 

Mr.  Bratton.  I  don't  believe  so. 

Mr.  Giuffra.  Were  you  aware  that  the  Mitchell  Williams  law 
firm  drafted  the  legislation? 

Mr.  Bratton.  Yes. 
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Mr.  Giuffra.  Was  Mr.  Jim  Guy  Tucker  a  partner  in  that  firm? 

Mr.  Bratton.  I  believe  he  was  a  partner  in  that  firm  at  the  time. 

Mr.  Giuffra.  There  was  a  Mitchell  attorney  who  was  present 
during  the  capital  bid  on  the  legislation? 

Mr.  Bratton.  There  was  a  representative  from  the  Mitchell  firm 
that  was  present  in  some  discussions  about  the  legislation,  I  think. 

Mr.  Giuffra.  Available  to  answer  legislators'  questions  about  the 
legislation? 

Mr.  Bratton.  On  a  few  occasions  that  I  recall,  yes. 

Mr.  Giuffra.  Do  you  know  who  decided  that  the  Mitchell  Tucker 
firm  should  draft  this  legislation? 

Mr.  Bratton.  No. 

Mr.  Giuffra.  Was  that  a  decision  that  was  made  by  your  office? 

Mr.  Bratton.  I  believe  that  they  provided  a  suggested  draft  to 
us.  I  don't  have  any  recollection  that  we  asked  them  to  do  that 
work. 

Mr.  Giuffra.  In  her  testimony  last  week,  Ms.  Wright,  who  was 
Chief  of  Staff  at  the  time,  testified  that,  "All  I  know  is  that  the 
work  that  the  Mitchell  firm  did  at  our  request  in  working  with  us 
on  our  legislation  that  was  part  of  the  Governor's  package  on  the 
Governor's  initiatives,  and  it  had  nothing  to  do  with  whatever  else 
they  were  doing  for  Dan  Lasater."  Would  her  testimony  be  correct 
as  far  as  you  know?  That  you  would  have  asked  the  Mitchell  firm 
to  do  this  work? 

Mr.  Bratton.  I  don't  recall  whether  we  asked  the  Mitchell  firm 
to  do  work  or  not. 

Mr.  Giuffra.  The  State  of  Arkansas  did  not  pay  the  Mitchell 
Tucker  firm  to  do  this  work.  Is  that  right? 

Mr.  Bratton.  Not  that  I'm  aware  of. 

Mr.  Giuffra.  Did  you  know  who  was  paying  the  Mitchell  Tucker 
firm's  bills  with  regard  to  this  legislation? 

Mr.  Bratton.  No. 

Mr.  Giuffra.  And  did  you  ever  ask  anyone  who  was  paying  the 
Mitchell  Tucker  law  firm's  bills  in  connection  with  drafting  this 
legislation? 

Mr.  Bratton.  No,  I  did  not.  It  was  not  uncommon,  since  neither 
the  Governor's  office  staff  nor  the  Bureau  of  Legislative  Research 
staff,  had  any  particular  expertise  in  drafting  bond  type  legislation, 
for  attorneys  with  four  or  five  of  the  bond  law  firms  in  Little  Rock 
who  did  bond  work  to  assist  in  drafting  bond-related  legislation. 
Sometimes  those  firms  might  have  had  an  on-going  relationship 
with  a  particular  agency  that  would  be  involved  with  it,  and  would 
do  that  type  of  work. 

Mr.  Giuffra.  And  sometimes  they  might  be  representing  one  of 
the  underwriters? 

Mr.  Bratton.  Or  have  been  bond  counsel  or  had  worked  with  an 
underwriting  firm.  So  it  was  not  unusual  where  that  type  of  legis- 
lation was  being  considered  for  us  to  have  the  legislation  provided 
to  us  by  a  law  firm  that  had  bond  expertise  and  expertise  in  draft- 
ing that  type  of  legislation.  So  I  didn't  think  anything  in  particular 
about  it  one  way  or  another. 

Mr.  Giuffra.  You  didn't  try  to  find  out  who  was  paying  the  bills? 

Mr.  Bratton.  No. 
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Mr.  GlUFFRA.  They,  obviously,  were  not  working  pro  bono  or  for 
free? 

Mr.  Bratton.  I  don't  know  whether  they  were  or  not. 

Mr.  GlUFFRA.  You  didn't  think  they  were,  though,  did  you? 

Mr.  Bratton.  I  didn't  have  any  reason  to  think  about  it  one  way 
or  another.  As  I  said,  it  was  fairly  common  for  firms  to  assist  in 
drafting  legislation,  either  because  of  previous  work  they'd  done  for 
the  State  or  perhaps  in  the  expectation  that  they  might  get  work 
in  the  future. 

Mr.  GlUFFRA.  The  Committee  has  received  certain  billing  records 
indicating  that  the  Mitchell  Tucker  firm  billed  Mr.  Lasater's  firm 
about  $22,000  to  draft  this  legislation.  Were  you  aware  of  that? 

Mr.  Bratton.  No. 

Mr.  Giuffra.  You  were  not  aware  of  the  fact  that  the  Mitchell 
Tucker  firm  was  paid  by  Lasater? 

Mr.  Bratton.  No. 

Mr.  Giuffra.  Mr.  Gaines,  you  were  not  aware  that  the  Mitchell 
Tucker  firm  was  paid  by  Lasater,  were  you? 

Mr.  Gaines.  No,  I  was  not. 

Mr.  Giuffra.  Mr.  Nash,  were  you  aware  of  that  fact? 

Mr.  Nash.  No,  I  was  not. 

Mr.  Giuffra.  Do  you  have  any  problem,  Mr.  Bratton,  with  one 
of  the  bidders  being  involved  having  their  law  firm  draft  legisla- 
tion? Do  you  see  any  conflict  potentially  there? 

Mr.  Bratton.  I  didn't  at  the  time,  and  I  don't  think  I  do  now. 

Mr.  Giuffra.  Would  you  have  wanted  to  know  that  the  Lasater 
firm  was  paying  the  Mitchell  Tucker  firm  to  draft  legislation? 

Mr.  Bratton.  I  don't  know  whether  that  would  have  made  any 
difference. 

Mr.  Giuffra.  If  you  were  going  to  be  meeting  with  the  Lasater 
firm's  representatives,  or  the  Mitchell  firm's  representatives,  would 
you  have  wanted  to  know  who  was  paying  the  bills? 

Mr.  Bratton.  As  I  said,  at  the  time  I  didn't  think  one  way  or 
another  about  whether  they  were  being  paid  or  by  whom  they  were 
being  paid. 

Mr.  Giuffra.  Now,  Mr.  Bratton,  did  you  know  who  Dan  Lasater 
was  in  1985? 

Mr.  Bratton.  I  generally  knew  who  he  was.  I  did  not  know  him. 

Mr.  Giuffra.  Did  you  know  that  he  was  a  supporter  of  Governor 
Clinton? 

Mr.  Bratton.  I  had  that  general  impression,  I  think. 

Mr.  Giuffra.  Mr.  Gaines,  did  you  know  who  Mr.  Lasater  was? 

Mr.  Gaines.  No,  I  did  not  know  him. 

Mr.  Giuffra.  Mr.  Nash,  did  you  know  who  Lasater  was  in  1985? 

Mr.  Nash.  Yes. 

Mr.  Giuffra.  You  believed  him  to  be  a  supporter  of  Governor 
Clinton? 

Mr.  Nash.  I  understood  that  to  be  the  case. 

Mr.  Giuffra.  Were  you  aware  that  Mr.  Lasater  had  held  a  fund- 
raiser for  Governor  Clinton  on  October  4,  1984,  at  which  approxi- 
mately $50,000  was  raised? 

Mr.  Nash.  I  read  that  in  the  press  since  I've  been  in  Washington. 

Mr.  Giuffra.  Mr.  Bratton,  were  you  aware  at  the  time  that  Mr. 
Lasater  had  held  a  fundraiser  for  Governor  Clinton? 
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Mr.  Bratton.  Not  that  I  recall. 

Mr.  GlUFFRA.  Were  you  aware  that  at  the  Governor's  request, 
Mr.  Lasater  had  employed  the  Governor's  brother,  Roger? 

Mr.  Bratton.  At  some  point,  I  knew  Roger  had  worked  for  Dan 
Lasater.  I  don't  think  I  ever  knew  how  that  came  about. 

Mr.  GlUFFRA.  Mr.  Nash,  were  you  aware  of  the  fact  that  Mr. 
Lasater  had  employed  the  Governor's  brother,  Roger? 

Mr.  Nash.  I  understand  that  to  be  the  case  now. 

Mr.  GlUFFRA.  Mr.  Bratton,  do  you  know  a  man  by  the  name  of 
Michael  Drake? 

Mr.  Bratton.  I  know  who  he  is. 

Mr.  GlUFFRA.  He  was  the  Senior  Vice  President  at  the  Lasater 
firm? 

Mr.  Bratton.  I  don't  know  what  his  title  was.  I  knew  he  was 
employed  by  the  Lasater  firm  in  the  general  timeframes  that  are 
under  discussion  today.  y 

Mr.  GlUFFRA.  Did  you  attend  any  meetings  with  Mr.  Drake  in 
1985,  in  connection  with  the  police  bond  underwriting? 

Mr.  Bratton.  I  had  some  discussion  with  Drake  during  that  pe-    I 
riod  of  time  while  the  legislation  was  under  consideration. 

Mr.  GlUFFRA.  Did  you  have  any  one-on-one  meetings  with  Mr. 
Drake,  just  the  two  of  you?  II 

Mr.  Bratton.  I'm  sure  he  probably  came  by  my  office  on  an  occa- 
sion and  said,  what's  happening  with  the  legislation,  that  sort  of  I 
thing.  I  don't  recall  any  protracted  meetings  with  him. 

Mr.  GlUFFRA.  You  were  aware  that  he  was  interested  in  having 
Lasater  &  Company  being  hired  to  handle  financing  for  the  radio 
system? 

Mr.  Bratton.  I  assume  that  was  his  interest. 

Mr.  GlUFFRA.  Mr.  Gaines,  did  you  ever  meet  with  Mr.  Drake 
back  in  1985? 

Mr.  Gaines.  I  know  that  I  met  him  I  believe  at  a  State  Police 
Commission  meeting  during  that  timeframe.  I  do  not  recall  having 
any  one-on-one  meetings  with  him. 

Mr.  GlUFFRA.  Mr.  Nash,  do  you  recall  meeting  Mr.  Drake  back 
in  1985  in  connection  with  this  bond  underwriting? 

Mr.  Nash.  In  connection  with  what  bond  underwriting? 

Mr.  GlUFFRA.  The  police  radio  system  bond  underwriting. 

Mr.  Nash.  No,  I  don't  recall  meeting  with  him. 

Mr.  GlUFFRA.  The  Committee  has  obtained  billing  records  from 
the  Mitchell  Tucker  law  firm  that  reflect  that  you  attended,  Mr. 
Nash,  a  conference  on  January  11,  1985,  with  Mr.  Drake  and  a 
lawyer  at  the  Mitchell  Tucker  law  firm.  Do  you  have  any  recollec- 
tion of  that  meeting? 

Mr.  Nash.  No,  I  don't. 

Mr.  GlUFFRA.  Now  the  day  before  the  Governor  had  met  with 
persons  from  the  Lasater  firm  and  also  from  the  Mitchell  Tucker 
law  firm,  and  discussed  the  police  radio  financing.  Were  you  aware 
of  that  meeting? 

Mr.  Nash.  No,  I  don't  recall  that  meeting. 

Mr.  GlUFFRA.  The  billing  records  also  indicate  that  on  January 
15th,  4  days  later,  a  memorandum  was  sent  to  you  by  the  Mitchell 
Tucker  law  firm  and  that  was  a  response  to  a  request  you  had 
made.  Do  you  recall  that  at  all? 
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Mr.  Nash.  No,  I  don't  recall  that. 

Mr.  GlUFFRA.  The  billing  records  also  indicate  that  there  were 
teleconferences  between  the  Lasater  law  firm,  Mitchell  Tucker,  and 
the  Governor's  office  on  January  19th  and  January  23rd.  Do  you 
recall  that? 

Mr.  Nash.  I'm  sorry,  ask  the  question  again. 

Mr.  Giuffra.  Do  you  recall  telephone  conferences  between  the 
Mitchell  Tucker  law  firm  and  your  office  on  the  19th  and  23rd? 

Mr.  Nash.  No,  I  don't. 

Mr.  Giuffra.  If  you  could  put  up  on  the  Elmo  a  March  4th  meet- 
ing. These  are  notes  of  Mr.  Bratton,  DKSN  17800.  Mr.  Bratton? 

Mr.  Bratton.  Is  that  in  the  packet  as  well? 

Mr.  Giuffra.  It's  on  the  Elmo. 

Mr.  BRATTON.  I  can't  read  it  off  there. 

Mr.  Giuffra.  We  will  get  it  for  you.  It's  DKSN  17800.  These  are 
your  notes,  aren't  they,  sir? 

Mr.  Bratton.  They  seem  to  be. 

Mr.  Giuffra.  You  attended  a  meeting  on  March  4th,  again  with 
Mr.  Drake  who  worked  for  Mr.  Lasater  and  Mr.  Selig  who  worked 
for  the  Mitchell  Tucker  law  firm,  and  Mr.  Gaines.  Is  that  correct? 

Mr.  Bratton.  That's  what  it  seems  to  indicate.  Also  Paul  Young, 
Mahlon  Hardin,  and  Joe,  who  was  probably  Joe  Stuart. 

Mr.  Giuffra.  The  Governor  signed  the  legislation  on  April  4th, 
then  the  Police  Commission  made  a  final  decision  as  to  which  fi- 
nancing proposal  they  would  accept  on  May  10th. 

Could  we  put  up  on  the  Elmo,  DKSN  27162.  This  is  a  memo  from 
Mr.  Gaines  to  Governor  Clinton.  Now,  Mr.  Gaines,  you  were  the  li- 
aison between  the  Governor's  office  and  the  State  Police;  correct? 

Mr.  Gaines.  Yes. 

Mr.  Giuffra.  The  Governor  was  a  busy  person;  right? 

Mr.  Gaines.  Yes,  he  was. 

Mr.  Giuffra.  You  would  not  normally  bother  the  Governor  and 
send  him  a  memo  of  something  containing  unimportant  informa- 
tion; right? 

Mr.  Gaines.  I  would  convey  to  him  any  information  coming  from 
an  agency  head. 

Mr.  Giuffra.  But  it  would  have  to  be  information  that  you  con- 
sidered important,  would  it  not? 

Mr.  Gaines.  No,  it  would  not. 

Mr.  Giuffra.  Any  information  you  received  from  an  agency  head, 
you  would  immediately  communicate  to  the  Governor's  office? 

Mr.  GAINES.  Pretty  much  true.  I  would  send  a  memo  directed  to 
the  Governor  and  Betsey  Wright. 

Mr.  Giuffra.  This  memorandum  reports  on  certain  observations 
of  Mr.  Goodwin.  You  knew  Mr.  Goodwin;  correct? 

Mr.  Gaines.  Yes,  he  was  Director  of  the  State  Police  at  the  time. 

Mr.  Giuffra.  This  reports  on  certain  observations  that  he  had 
with  regard 

The  Chairman.  Let  me  ask  you,  why  did  you  make  this  memo? 

Mr.  Gaines.  I  do  not  have  any  specific  recall  of  preparing  the 
memo,  but  clearly  it's  a  type  of  memo  I  would  have  prepared  and 
obviously,  it  is  my  handwriting.  I'm  only  assuming,  but  I  would  as- 
sume that  I  had  had  communication  with  Colonel  Goodwin  and  he 
had  conveyed  to  me  his  observations  concerning  how  he  felt  the 
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Commissioners  were  inclined  toward  the  granting  of  that  contract. 
And  I  was  conveying  that  information  on  up  to  Ms.  Wright  and  the 
Governor. 

The  Chairman.  You  see  what  is  unusual  is  that  it  is  not  a  ques- 
tion of  whether  the  Commissioners  were  going  to  vote  for  or 
against  a  particular  project.  What  this  is  is  who  the  Commissioners 
are  going  to  vote  for  as  it  relates  to  the  undertaking  of  the  work. 
What  relevance  would  that  have  to  the  Governor,  to  any  Governor, 
forget  this  Governor,  to  anyone  if  indeed  he  or  his  office  was  not 
interested  in  that?  Do  you  follow  what  I'm  saying?  In  other  words, 
look,  it's  not  a  question  how  do  they  feel  about  the  project.  Do  we 
agree?  This  memo  is  not  with  respect  to  whether  or  not  these  Com- 
missioners are  for  the  project.  Is  that  correct? 

Mr.  Gaines.  That's  correct. 

The  Chairman.  By  the  way,  I  take  it  that  you  did  not  speak  to 
these  individual  Commissioners.  You  implied  or  said  that  you  think 
you  got  this  information  from  the  then-Police  Commissioner? 

Mr.  Gaines.  The  Director  of  the  State  Police.  That's  my  impres- 
sion that  it  was  probably  through  a  telephone  call  with  Colonel 
Goodwin. 

The  Chairman.  Weren't  you  at  this  meeting? 

Mr.  Gaines.  I  don't  believe  this  was  concerning  a  meeting.  I  be- 
lieve the  meeting  was  scheduled  at  some  point  in  the  future,  and 
he  was  relating  how  he  felt  the  Commissioners  would  vote,  the 
members  would  vote. 

The  Chairman.  So  now  here  you  are,  you're  talking  to  the  Com- 
missioner as  it  relates  to  what  he  thinks  their  vote  is  going  to  be 
as  it  relates  to  who  the  underwriter's  going  to  be;  right? 

Mr.  Gaines.  Yes. 

The  Chairman.  Why  did  you  ask  him  that? 

Mr.  Gaines.  I  don't  believe  I  did  ask  him  that.  Again,  I  don't 
have  any  specific  recall,  but  it  would  have  been  in  the  normal 
course  of  our  business  for  Colonel  Goodwin  to  either  call  me  or  in 
the  course  of  a  conversation  with  him  that  I  had  initiated  to  say 
here's  my  impression  of  what's  going  to  happen. 

The  Chairman.  What's  going  to  happen  as  it  relates  to  the  Com- 
mission making  a  decision  that  they  are  going  to  vote  on  the  bond- 
ing person. 

Let's  put  it  in  another  area.  Let's  say  it's  not  this  radio  thing. 
Let's  say  it's  going  to  be  another  issue,  the  airport  or  some  other 
State  project.  It  wasn't  your  habit  of  having  the  Commissioner  in 
charge  of  the  Works  Commission  call  you  up  and  say,  "I  think  this 
is  the  way  the  Commissioners  are  leaning  in  terms  of  voting  for  the 
bonding,"  was  it? 

Mr.  Gaines.  It  was  our  general  practice  for  the  agencies  that  we 
served  as  liaison  to  to  convey  any  information  coming  from  the  di- 
rector to  Ms.  Wright  and  the  Governor. 

The  Chairman.  Wouldn't  this  be  very  unusual  to  have  them  con- 
veying to  you  who  they  thought  and  how  the  votes  were  lining  up 
even  to  the  point  where  Rockefeller,  we  don't  know? 

Mr.  Gaines.  I  can't  address  Colonel  Goodwin's  reasons  for  telling 
me  that.  All  I  know  is  that  anything  he  conveyed  to  me  I  would 
have  passed  on. 
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The  Chairman.  Did  somebody  ask  him  to  find  out  who  the  people 
are  going  to  vote  for? 

Mr.  Gaines.  Not  that  I'm  aware  of. 

The  Chairman.  But  he  did  convey  this  information  to  you? 

Mr.  Gaines.  Yes. 

The  Chairman.  Mr.  Giuffra. 

Mr.  Giuffra.  Now,  Mr.  Gaines,  the  Lasater  group  was  part  of  a 
group  with  Hutton  and  also  with  T.J.  Raney;  right? 

Mr.  Gaines.  Yes,  that's  correct. 

Mr.  GlUFFRA.  In  your  memo,  you  don't  make  reference  to  Hutton 
or  Raney,  just  to  Lasater;  right? 

Mr.  Gaines.  Yes,  that's  correct. 

Mr.  Giuffra.  Is  that  because  the  people  in  the  Governor's  office 
were  only  concerned  about  Lasater  and  not  the  other  two? 

Mr.  Gaines.  No,  I'm  assuming  that  it  was  because  that  was  the 
way  it  was  conveyed  to  me  by  Colonel  Goodwin. 

Mr.  GlUFFRA.  But  Hutton  was  the  lead  underwriter;  right? 

Mr.  Gaines.  That  I  don't  know. 

Mr.  Giuffra.  Now  in  the  memo,  there's  a  notation  from  Betsey 
Wright  which  says,  "Gov,  we  have  real  problem  here  since  'street 
talk'  is  that  Lasater  put  in  unreasonably  low  bid  knowing  he  can 
raise  it  once  he  gets  it."  Up  at  the  top,  it  says  in  the  Governor's 
handwriting,  "Lasater  must  be  'told'  bid  must  be  price."  You  got  the 
memo  back;  right? 

Mr.  Gaines.  I  don't  recall  whether  it  came  back.  It  was  directed 
back  to  my  suite  of  offices,  but  whether  I  actually  saw  it  or  it  was 
filed,  I  do  not  know.  I  don't  recall  seeing  it. 

Mr.  Giuffra.  Did  you  hear  any  street  talk  yourself  about  Lasater 
low  balling  the  bid? 

Mr.  GAINES.  Not  that  I  recall. 

Mr.  Giuffra.  Did  the  Governor  direct  you  to  take  any  action,  for 
example,  contact  the  State  Police  and  let  them  know  that  Lasater 
was  low  balling  the  bid? 

Mr.  Gaines.  No.  To  the  best  of  my  knowledge,  I  never  had  a  con- 
versation with  the  Governor  about  it. 

Mr.  Giuffra.  Because  this  memo  says  that  Lasater  should  be 
told  instead  of  the  State  Police  right? 

Mr.  Gaines.  I'm  not  sure  I  follow  you. 

Mr.  Giuffra.  The  point  is  that  the  problem  was  that  Lasater 
was  low  balling  the  bid;  right?  That's  the  concern  Ms.  Wright's  ex- 
pressing in  the  memo;  right? 

Mr.  Gaines.  As  far  as  the  street  talk?  Yes. 

Mr.  GlUFFRA.  The  Governor  says,  tell  Lasater  his  bid  has  got  to 
be  priced.  The  Governor  does  not  say  tell  the  State  Police  that 
Lasater's  low  balling  the  bid.  Do  you  see  that  in  the  memo,  sir? 

Mr.  Gaines.  Yes,  I  do. 

Mr.  Giuffra.  You  don't  know  why  no  direction  was  given  to  you 
to  get  to  the  State  Police  and  say  Lasater  is  low  balling  the  bid? 

Mr.  Gaines.  No,  I  do  not. 

Mr.  Giuffra.  Mr.  Gaines,  you  attended  a  number  of  the  State 
Police  Commission  meetings  at  which  the  various  financing  propos- 
als were  discussed;  right? 

Mr.  Gaines.  I  remember  attending  one  in  particular  where  the 
formal  presentations  were  made.  It's  very  likely,  if  there  were  other 
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meetings  during  that  period  of  time  concerning  the  financing,  that 
I  would  have  been  in  attendance. 

Mr.  GlUFFRA.  Do  you  recall  reporting  on  those  meetings  to  the 
Governor  and  Ms.  Wright? 

Mr.  Gaines.  I  don't  recall  doing  that,  no. 

Mr.  GlUFFRA.  Do  you  recall  any  reservations  being  expressed  at 
those  meetings  about  the  Raney/Hutton/Lasater  group  because  of 
certain  legal  difficulties  E.F.  Hutton  had  gotten  into? 

Mr.  Gaines.  No,  I  do  not. 

Mr.  GlUFFRA.  There  came  a  time,  I  believe  it  was  on  May  10th, 
when  the  Police  Commission  approved  the  Lasater  group  to  handle 
this  financing;  right? 

Mr.  Gaines.  I  mean,  I  know  they  were  approved,  but  I  do  not 
know  when  that  was. 

Mr.  GlUFFRA.  Do  you  recall  any  discussions  during  this  entire  pe- 
riod in  which  there  was  any  concern  about  the  Lasater  group  or 
Mr.  Lasater's  reputation? 

Mr.  Gaines.  No,  I  don't. 

Mr.  GlUFFRA.  Do  you  recall  any  discussion  at  any  time  of  Mr. 
Lasater's  drug  use  in  the  Governor's  office? 

Mr.  Gaines.  No. 

Mr.  GlUFFRA.  Mr.  Nash,  do  you  recall  any  discussion  of  Lasater's 
drug  use  while  you  were  in  the  Governor's  office? 

Mr.  Nash.  No,  I  do  not. 

Mr.  GlUFFRA.  Mr.  Bratton,  do  you  recall  any  discussion  of  Mr. 
Lasater's  drug  use  while  you  were  in  the  Governor's  office? 

Mr.  Bratton.  Not  that  I  recall. 

Mr.  GlUFFRA.  Did  you  ever  discuss  with  Governor  Clinton,  Rog- 
er's relationship  with  Lasater? 

Mr.  Bratton.  No,  I  don't  have  any  recollection  of  ever  having 
done  so. 

Mr.  GlUFFRA.  Mr.  Gaines,  there  was  a  request  made  by  Governor 
Clinton  to  Colonel  Goodwin  to  see  whether  Lasater  was  under  in- 
vestigation for  drug  use.  Were  you  aware  of  that  request? 

Mr.  Gaines.  No,  I  was  not. 

Mr.  GlUFFRA.  And  you  never  discussed  the  request  with  Colonel 
Goodwin? 

Mr.  Gaines.  Not  that  I  recall,  no. 

Mr.  GlUFFRA.  Now  in  early  1985,  Mr.  Bratton,  do  you  recall 
Roger  Clinton  testifying  at  a  trial  in  Federal  Court  involving  a  man 
named  Anderson? 

Mr.  Bratton.  I  have  some  vague  recollection  of  news  coverage  of 
it  at  the  time,  from  that  time. 

Mr.  GlUFFRA.  Mr.  Gaines,  do  you  recall  Roger  Clinton  testifying 
at  that  trial  involving  a  man  named  Anderson? 

Mr.  Gaines.  It  seems  like  I  recall,  similar  with  Mr.  Bratton,  I  re- 
member news  accounts  of  that. 

Mr.  GlUFFRA.  Mr.  Nash,  do  you  recall  Roger  Clinton  testifying  at 
Mr.  Anderson's  drug  trial  in  Federal  Court? 

Mr.  Nash.  I  seem  to  remember  newspaper  accounts  or  press  ac- 
counts of  that,  yes. 

Mr.  GlUFFRA.  If  I  could  just  direct  your  attention  to  certain  press 
accounts,  maybe  you  can  put  them  on  the  Elmo. 
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Now,  Mr.  Nash,  the  Gazette  was  one  of  the  two  statewide  papers 
at  the  time;  is  that  right? 

Mr.  Nash.  What  year? 

Mr.  Giuffra.  This  is  in  1985. 

Mr.  Nash.  Yes,  as  I  remember  the  Arkansas  Democrat  was  one 
statewide  paper,  and  the  Arkansas  Gazette  was  another. 

The  Chairman.  Do  you  have  a  copy  of  that  in  front  of  you,  Mr. 
Nash?  Mr.  Gaines,  would  you  make  that  copy  available? 

Mr.  Gaines.  Sure. 

The  Chairman.  Just  to  save  time.  Let's  move  it. 

Mr.  Giuffra.  In  this  article,  which  is  dated  2/27/85,  which  is  sev- 
eral months  before  the  Lasater  firm  receives  the  bond  underwriting 
contract,  there's  a  statement  that  a  woman  testifies  that  Mr.  Dan 
Lasater 

The  Chairman.  Why  don't  you  refer  him  specifically,  what  col- 
umn is  it  that  you're  talking  about? 

Mr.  Giuffra.  It  is  in  the  second  column  over,  midway  down,  it 
is  the  column  which  is  now  marked  in  yellow. 

The  Chairman.  OK. 

Mr.  Giuffra.  It's  right  on  your  screen. 

The  Chairman.  Do  you  see  where  it  says  on  the  screen,  and  in 
this,  Dan  Lasater? 

Mr.  Giuffra.  Do  you  see  that,  sir? 

Mr.  Nash.  Yes,  I  see  it. 

Mr.  Giuffra.  I'll  read  it  into  the  record.  It  says: 

Ms.  Canada  also  testified  that  Dan  Lasater,  an  Arkansas  native  who  owns  a  race 
horse  farm  in  Florida  and  who  once  gave  young  Clinton  [Roger],  $8,000  to  help  set- 
tle drug  debts,  also  used  cocaine. 

Do  you  recall  seeing  that  at  the  time? 

Mr.  Nash.  No,  I  don't  recall  seeing  that. 

Mr.  Giuffra.  Mr.  Gaines,  were  you  aware  of  that  testimony? 

Mr.  Gaines.  No,  I  was  not. 

Mr.  Giuffra.  Mr.  Bratton,  were  you  aware  of  that  testimony? 

Mr.  Bratton.  I  don't  recall. 

Mr.  Giuffra.  Were  you  aware  of  the  testimony,  Mr.  Bratton, 
with  regard  to  the  fact  that  Mr.  Lasater  had  paid  $8,000  to  Roger 
Clinton  to  help  him  pay  off  some  drug  debts? 

Mr.  Bratton.  I  don't  recall  whether  I  read  that  article  at  the 
time  or  not. 

Mr.  Giuffra.  Were  you  aware  of  that,  Mr.  Gaines? 

Mr.  Gaines.  I  don't  recall  being  aware  of  it. 

Mr.  Giuffra.  Mr.  Nash? 

Mr.  Nash.  I  don't  recall  being  aware  of  it. 

The  Chairman.  Let  me  make  an  observation.  I  find  that,  if  you 
don't  recall  it  now,  I  understand.  But  let  me  tell  you  something.  If 
something  had  been  reported  of  this  nature  in  just  about  anybody's 
State  and  particularly  as  it  relates  to  you  gentlemen  and  the  posi- 
tions that  you  held,  I  find  it  hard  to  understand  why  you  would  not 
have  remembered,  yes,  there  was  something  about  that. 

I  understand  that  you  can't  recall  everything.  But  I  tell  you  this, 
I  don't  understand  what  would  be  so  terrible,  and  it  would  be  a  lot 
more  credible,  at  least  as  far  as  I'm  concerned,  if  you  were  saying, 
I  recall  this.  My  gosh,  you  mean  to  tell  me  that  people  didn't  com- 
ment on  that?  You  mean  to  tell  me  that  wasn't  reported  on  the 
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radio  and  television  thereafter?  It's  not  credible  for  three  people  in- 
volved in  the  body  politic  as  much  as  you  were  to  sit  here  now  and 
say  that  you  never  even  heard  that.  That's  nonsense. 

Mr.  Bratton.  Senator,  if  I  might  respond.  I  understood  the  ques- 
tion to  be  whether  today  I  have  a  present  recollection  of  having 
read  this  article  a  dozen  years  ago. 

The  Chairman.  A  dozen  years  ago? 

Mr.  Bratton.  I  probably  read  this  article.  I  don't  recall. 

The  Chairman.  There  were  news  accounts  about  this  article, 
weren't  there,  Mr.  Bratton?  Weren't  there  radio  comments?  Wasn't 
there  TV  comment?  Wasn't  there  other  things?  Wasn't  there  talk 
in  political  circles?  I  mean,  it  would  be  unusual.  Look,  I  do  not 
think  that  when  we  get  through,  this  panel  is  going  to  be  the  hill 
of  beans  that's  uncovered — but  I  have  to  tell  you  what  takes  place 
and  the  kind  of  thing  that  I  think  is  just  exasperating,  is  that  it 
would  be  absolutely,  I  believe,  unbelievable  to  anyone  who  really 
understands  you  are  deeply  immersed  in  government  in  politics. 

You  care  for  the  work  you  are  doing,  you  care  for  your  principal 
who  you  are  working  for,  the  Governor.  Isn't  that  true,  Mr.  Gaines? 
Didn't  you  care  for  him? 

Mr.  Gaines.  Certainly. 

The  Chairman.  Of  course  you  did. 

Mr.  Bratton,  you  were  his  counsel. 

Mr.  Bratton.  Absolutely. 

The  Chairman.  Mr.  Nash. 

Mr.  Nash.  Absolutely. 

The  Chairman.  My  gosh,  here  the  Governor's  brother  is  accused 
of  this  and  there's  testimony  to  this.  Of  course,  you'd  be  concerned. 
Certainly,  you  would  have  heard  of  it.  If  you  didn't  read  that  article 
yourself  the  first  day,  do  you  mean  to  tell  me  acquaintances 
wouldn't  have  mentioned  it  to  you?  Of  course,  they  would  have  and 
they  did;  and  for  you  to  come  here  and  say,  "well,  I  don't  recall," 
it's  not  credible.  Now  look,  do  I  expect  you  to  say  I  remember  that 
very  same  day,  but  of  course  you  heard  this,  and  I  don't  mean  you 
heard  this  last  year  or  the  year  before.  I  mean,  it  had  to  be.  This 
wasn't  the  first  time,  there  were  a  number  of  occasions  in  which 
this  situation  took  place. 

So  maybe  the  question  was  too  narrowly  drawn  as  it  related  to 
this  specific  trial  and  this  specific  time.  But  there  came  a  point  in 
time  when  there  were  newspaper  articles  as  it  related  to  this 
charge.  As  a  matter  of  fact  thereafter,  I  think  it's  indisputable  that 
took  place.  That's  just  the  observation  I  am  going  to  make.  The  yel- 
low light  is  on. 

We  are  in  the  middle  of  a  vote.  We'll  come  back  hopefully  in  15 
minutes.  Try  to  be  a  little  more  up  front,  please.  I  mean,  that's  my 
observation  to  you.  I  think  you  all  do  your  jobs  as  best  you  can. 
I'm  not  looking  to  browbeat,  nobody's  here  looking  to  browbeat.  We 
want  to  get  your  testimony.  But  I'll  tell  you,  it's  hard  when  I  hear 
the  kind  of  reply  that  came  through.  And  I  don't  attribute  any  bad 
motives  to  any  of  you,  but  let's  see  if  we  can  be  a  little  bit  more 
responsive  and  not  so  guarded. 

By  the  same  token,  if  Counsel  asks  you,  can  you  recall  a  specific 
meeting  at  a  specific  time,  I  know  darn  well  you  may  not  and  you 
probably  can't,  because  I  couldn't.  It's  unreasonable  to  expect  recall 
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with  specificity.  But  this  kind  of  thing  I  think  is  a  situation  were 
we  have  to  try  to  be  a  little  more  forthcoming,  so  we  can  move 
through  this  alot  faster. 

Senator  Sarbanes.  Mr.  Chairman,  let  me  make  this  observation. 

The  Chairman.  Sure. 

Senator  Sarbanes.  The  question,  as  I  understood  it,  was  whether 
they  recall  now  having  read  this  article  then.  I  think  it's  kind  of 
hard  to  get  upset  with  them  when  they  say,  well,  you  know,  I  don't 
recall  now  whether  I  read  that  article  or  not. 

The  Chairman.  Well,  you  know  what,  I  think  that  now  we're  get- 
ting down  to  the  point  where  we're  attempting  through  lawyers  to 
find  a  way  to  evade  and  to  be  less  than  responsive  and  candid  in 
the  totality.  You  said  the  whole  truth.  I  mean,  the  fact  of  the  mat- 
ter is  that  you  were  aware  that  this  was  raised  back  then.  Do  you 
recall  with  specificity  the  date  that  you  read  this?  Of  course  no  one 
would  ask  that.  That's  why  I  say  it's  disingenuous.  All  I'm  asking 
and  all  Counsel's  asking,  and  we  will  get  through  with  this  alot 
sooner,  is  be  responsive. 

Do  you  mean  to  tell  me  that  you  don't  remember  having  read  an 
article  or  heard  about  this  thing,  or  you  don't  have  recall  that  this 
thing  didn't  create  a  stir  in  the  capitol  in  Little  Rock? 

What  are  we  talking  about?  You  didn't  live  in  a  State  with  500 
million  people  and  this  was  some  obscure  place;  you  are  in  Little 
Rock.  This  newspaper  is  circulated  there.  You  work  for  the  Gov- 
ernor, your  principal.  His  brother,  it's  been  testified,  was  involved 
in  a  situation.  You  didn't  talk  about  it?  You  didn't  know  about  it? 
You  didn't  hear  about  it?  Of  course,  you  did.  And  for  you  to  say, 
well,  I  don't  recall,  that's  not  saying  if  you  don't  recall  reading  this 
specific — did  you  hear  about  what  was  mentioned  in  this  news- 
paper? Now  do  you  have  a  recollection  of  having  come  to  learn 
about  this? 

Mr.  Gaines. 

Mr.  Gaines.  I  believe  my  testimony,  Mr.  Chairman,  was  that  I 
have  a  general  recall  of  the  press  accounts.  The  specifics  of  it  I 
don't.  This  specific  reference  to  a  testimony  by  Ms.  Canada. 

The  Chairman.  You  would  never  remember  the  name  Ms.  Can- 
ada, of  course. 

Mr.  Gaines.  And  the  fact  that 

The  Chairman.  But  the  essence  of  it  is  that  an  $8,000  drug  debt 
was  paid  off  by  Lasater. 

Mr.  Gaines.  No,  I  do  not  remember  that  part. 

The  Chairman.  You  don't? 

Mr.  Gaines.  No,  sir,  I  do  not.  I  do  remember  the 

The  Chairman.  What  do  you  remember? 

Mr.  Gaines.  I  remember  some  specific,  I  mean,  just  general  press 
accounts  of  the  fact  that  there  was  testimony  in  the  trial  of  Mr.  An- 
derson, I  believe.  I  mean,  that's  all  I  remember. 

The  Chairman.  Testimony,  wait.  You  remember  testimony  at  Mr. 
Anderson's  trial  about  what  Mr.  Gaines;  nothing  specific?  Nothing 
about  the  Governor's  brother? 

Mr.  Gaines.  I  remember  the  accounts  that  were  in  the  press.  I 
remember  that  he  testified  there,  but  I  do  not  remember  the  specif- 
ics of  what  he  testified  to,  no,  sir,  I  do  not. 

The  Chairman.  Really? 
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Mr.  Nash,  you  too? 

Mr.  Nash.  Mr.  Chairman,  when  I  was  asked  the  question  about 
whether  I  remembered  about  the  Governor's  brother  and  Mr.  Las- 
ater,  I  stated  that  I  remember  press  accounts. 

When  this  was  put  up  on  the  screen,  this  highlighted  portion, 
that  mentioned  the  name  and  the  dollars,  I  specifically  do  not  re- 
member that.  There's  a  figure  in  there  of  $8,000.  Prior  to  seeing 
that  on  that  screen,  I  would  not  know,  I  couldn't  tell  you  what  the 
figure  was.  I  know  there  was  some  figure. 

The  Chairman.  When  that  came  out,  when  that  account  hit,  peo- 
ple were  talking  about  it,  weren't  they?  Weren't  they  talking  about 
it  in  the  Capital? 

Mr.  Nash.  I  don't  recall  talking  about  it  in  the  Capital. 

The  Chairman.  You  don't  recall  it,  Mr.  Gaines?  Nobody  talked 
about  it? 

Mr.  Gaines.  I  don't  have  any  recollection  of  it. 

The  Chairman.  Mr.  Bratton? 

Mr.  Bratton.  No,  I  don't  remember.  I  don't  recall. 

The  Chairman.  If  you  say  you  don't  recall,  you  don't  recall.  I  just 
have  to  make  an  observation  that  I  think  it  would  be  unusual.  It 
is  not  credible  to  think  that  any  Governor,  forget  this  Governor,  I 
mean,  if  something  like  that  took  place.  I  have  to  tell  you  the  natu- 
ral thing  would  be  to  say,  "My  gosh,  what  do  you  think  about  this? 
Oh,  the  guy's  full  of  nonsense."  I  am  not  telling  you  and  nobody 
seeks  to  incriminate  anybody  as  it  relates  to  what  an  account  was, 
but  it  is  not  credible  to  think  that  somebody  would  not  recall  that 
kind  of  situation,  given  where  you  were,  given  where  you  were 
working,  et  cetera.  I  find  it  difficult  to  understand. 

I  think  it  would  be  a  normal  reaction  for  you  to  say,  "It  didn't 
happen."  OK,  that's  your  testimony.  If  you  don't  recall,  you  know 
this  whole  thing,  if  you're  saying  it  didn't  make  a  little  stir  within 
your  own  political  circles  and  within  your  own  working  circles, 
that's  fine,  that's  your  testimony.  I  accept  it  for  what  it  is. 

We  will  break  and  then  come  back. 

Senator  Sarbanes. 

Senator  Sarbanes.  The  Governor's  brother  had  earlier  pleaded 
guilty  before  this  article  ever  appeared. 

The  Chairman.  Well,  that's  why  I  find  it  rather  incredulous  that 
they  wouldn't  even  take  note  of  the  fact  that  this  situation  with 
Lasater  having  paid  off  the  drug  debt,  that  it  made  nothing.  They 
don't  remember  it.  I  mean,  really.  I  think  it  would  be  the  most  nat- 
ural thing  in  the  world  to  remember.  I  cannot  understand  how  the 
person  that  you  worked  for,  that  you  wouldn't  see  any  relevance, 
you  wouldn't  recall  this,  you  wouldn't  be  either  surprised  or  say  it's 
nonsense  or  whatever.  Of  course,  you  would.  You  are  the  counsel 
to  this  man.  You  mean  something  like  this,  you  wouldn't  think 
about  it? 

Mr.  Bratton.  Senator,  what  I  have  tried  to  say  is  that  I  do  not 
have  any  recollection  of  conversations  about  these  specific  allega- 
tions that  are  contained  in  this  article.  It  is  entirely  possible  that  ijr 
people  did  comment  on  it.  Do  I  remember  today  what  those  com- 
ments were  and  did  they  occur?  I  don't  recall  and  I  don't  want  to 
speculate  about  things  that  might  have  occurred  or  were  likely  to 
have  occurred  that  I  don't  today  recall. 
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The  Chairman.  I  think  we  have  really  more  than  adequately  cov- 
ered it  and  I  may  have  beaten  the  horse  to  death,  and  I  think  we 
ought  to  move  on. 

We  are  going  to  take  a  15  minute  break  and  come  back,  and  at 
that  time  Senator  Sarbanes  will  query. 

[Recess.] 

The  Chairman.  We'll  resume,  Counsel. 

Mr.  Cole.  Thank  you,  Mr.  Chairman. 

Mr.  Gaines,  I  would  like  to  ask  you  just  a  couple  of  more  ques- 
tions about  this  memorandum  that  was  shown  to  you  previously. 
If  we  could  put  Mr.  Gaines'  1985  memorandum  up;  thank  you. 

I  think  if  I  understood  you  correctly,  Mr.  Gaines,  at  this  time  you 
were  the  Governor's  office  liaison  with  the  State  Police.  You  were 
the  Governor's  office  staff  person  with  the  principle  responsibility 
for  that  agency? 

Mr.  Gaines.  That's  correct. 

Mr.  Cole.  I  think  I  also  heard  you  indicate  that  at  this  time, 
that  is,  May  1985,  you  did  not  know  who  Mr.  Lasater  was.  You  did 
not  know  Mr.  Lasater? 

Mr.  Gaines.  I  did  not  know  him.  I  am  confident  that  I  had  prob- 
ably heard  his  name;  but,  no,  I  did  not  know  him. 

Mr.  Cole.  Don't  worry,  sir.  I  am  not  going  to  suggest  otherwise. 
In  fact,  it  struck  me  and  I'm  not  critiquing  your  spelling  here.  If 
you  look  at  this  memorandum,  you  spelled  his  name  L-a-s-i-t-e-r, 
and  I  think  we  now  know  that  Mr.  Lasater's  name  is  spelled  L-a- 
s-a-t-e-r.  That  would  indicate  to  me  that  this  is  not  someone  that 
you  are  familiar  with;  in  fact,  you  didn't  even  know  how  to  spell 
his  last  name  correctly. 

Mr.  Gaines.  Clearly,  I  didn't. 

Mr.  Cole.  I  thought  that  was  significant,  because  the  suggestion 
is  that  somehow  you  were  monitoring  the  progress  of  the  Lasater 
group's  bid  on  this  bond  offering.  You  were  a  little  behind  the  curve 
as  far  as  knowing  who  was  who  and  what  was  what. 

I  guess  it  goes  without  saying  you've  already  indicated  that  no 
one  in  the  Governor's  office  told  you  to  monitor  or  count  the  votes 
or  count  heads  on  this  bond  offering.  You  were  just  reporting  what 
Colonel  Goodwin  had  given  you. 

Mr.  Gaines.  That  is  correct.  I  was  simply  relaying  what  Colonel 
Goodwin  apparently  had  told  me. 

Mr.  Cole.  And  you  prepared  what  appears  to  me  to  be  a  fairly 
informal  handwritten  memorandum,  and  just  passed  it  on  to  Ms. 
Wright  and  the  Governor  in  the  normal  course  of  business,  as  you 
would  if  you'd  been  given  information  by  any  department  head? 

Mr.  Gaines.  That's  correct. 

Mr.  Cole.  Mr.  Bratton,  I  also  have  a  couple  of  questions  for  you. 
We're  going  to  try  to  be  brief  here.  In  terms  of  the  role  of  the 
Mitchell  Williams  law  firm  in  the  drafting  of  this  legislation  that 
authorized  the  issuance  of  the  bonds  for  this  police  radio  network, 
you  had  as  I  understand  it,  a  long  career  in  State  government,  sir, 
and  served  as  Counsel  to  the  Governor  for  a  number  of  years,  as 
well  as  other  posts? 

Mr.  Bratton.  That's  correct. 

Mr.  Cole.  In  that  capacity,  did  you  have  considerable  dealings 
with  legislation  and  the  State  Legislature? 
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Mr.  Bratton.  Yes,  I  did. 

Mr.  Cole.  Was  it  unusual  for  a  group  that  had  an  interest  in  leg- 
islation or  wanted  to  propose  legislation  to  retain  a  law  firm  to 
write  draft  legislation  and  then  give  it  to  members  of  the  Legisla- 
ture or  staff  in  the  Executive  Branch,  hoping  it  would  be  proposed? 

Mr.  Bratton.  Not  at  all.  It  was  common. 

Mr.  Cole.  So  what  took  place  here  wasn't  out  of  the  ordinary  as 
far  as  the  legislative  process  in  Arkansas? 

Mr.  Bratton.  No,  it  was  not. 

Mr.  Cole.  And  in  fact,  if  a  group  had  something  that  they  want- 
ed to  bring  before  the  Legislature  and  actually  have  enacted  into 
law,  they  would  need  the  assistance  of  a  law  firm  in  order  to  put 
it  in  the  form  of  legislation  that  could  then  be  enacted  by  the  Legis- 
lature? 

Mr.  Bratton.  Most  of  the  legislation  in  Arkansas  at  that  time, 
and  still  today,  is  drafted  by  staff  at  the  Bureau  of  Legislative  Re- 
search. But  when  an  entity  or  a  business  group  or  some  other  orga- 
nization would  have  particular  interest,  particularly  where  some 
specific  expertise  would  be  required,  it  would  be  very  common  for 
them  to  have  that  legislation  prepared  by  attorneys  who  had  that 
expertise. 

Mr.  Cole.  The  final  judgment,  the  final  word  as  to  what  would 
be  enacted  into  law  and  what  would  be  included  in  the  law  was 
still  up  to  the  Legislature,  I  take  it? 

Mr.  Bratton.  Absolutely. 

Mr.  Cole.  Finally,  Mr.  Nash,  I  wanted  to  ask  you,  what  was 
your  position  on  the  Governor's  staff  in  1985,  the  period  we're  talk- 
ing about  here,  the  spring  of  1985? 

Mr.  Nash.  I  was  Senior  Executive  Assistant  for  Economic  Devel- 
opment. 

Mr.  Cole.  Did  you  have  responsibility  as  a  liaison  with  the  State 
Police  at  that  time? 

Mr.  Nash.  No,  sir,  I  did  not. 

Mr.  Cole.  Did  you  have  any  responsibilities  in  connection  with 
this  bond  offering  for  the  State  Police  Radio  Commission? 

Mr.  Nash.  No,  I  did  not. 

Mr.  Cole.  We've  reviewed  the  documents,  and  I'm  just  trying  to 
see  if  you  have  any  information  that  you  can  give  that  will  help 
us  on  the  issue  that  we're  looking  at  today,  the  State  Police  radio 
bond  offering.  Did  you  have  any  involvement  other  than  what  you 
testified  to  earlier  in  that  matter? 

Mr.  Nash.  I  don't  recall  that  I  did.  My  work  was  on  bond  issues 
relating  to  economic  development,  housing,  single  family,  multi- 
family,  industrial  development,  water,  sewer,  those  kinds  of  things. 

Mr.  Cole.  So  with  respect  to  the  police  radio  network,  that's  not 
something  you  were  involved  in,  you  can't  really  help  us  on  that? 

Mr.  Nash.  That  was  not  my  responsibility. 

Mr.  Cole.  Thank  you. 

Mr.  Portnoy. 

Mr.  Portnoy.  Mr.  Bratton,  I  just  wanted  to  return  for  a  moment 
to  the  subject  of  law  firm  participation  in  drafting  bond  legislation. 
I  believe  you  testified  that  this  was  the  norm? 

Mr.  Bratton.  Yes,  sir.  In  terms  of  bond  legislation,  using  that 
term  generically,  we  had  no  expertise  in  the  Governor's  office,  and 
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there  was  no  expertise  on  the  Bureau  of  Legislative  Research  staff 
with  preparing  that  type  of  legislation.  So  it  was  very  common  for 
lawyers  with  firms  that  did  bond  work  to  prepare  that  type  of  legis- 
lation, whether  it  was  for  State  agencies  or  some  other  group  that 
might  be  interested  in  having  the  State  undertake  a  particular 
project  that  the  draft  legislation  would  come  from  attorneys  at  one 
of  four  or  five  law  firms. 

Mr.  PORTNOY.  So  there  was  nothing  unusual  in  this  case  that  the 
Mitchell  firm  might  have  participated  in  drafting  legislation  to  au- 
thorize the  police  radio  underwriting? 

Mr.  Bratton.  Nothing  unusual  about  it  at  all. 

Mr.  PORTNOY.  Why  was  legislation  necessary  in  order  to  do  the 
bond  offering? 

Mr.  BRATTON.  The  Arkansas  Constitution,  which  was  adopted  in 
1874,  has  some  fairly  restrictive  provisions  about  long-term  financ- 
ing options.  And  so  in  order  to  do  a  deal  like  the  State  Police  radio 
system,  and  finance  it  over  some  longer  period  of  time  than  a  bien- 
nial appropriation,  it  was  necessary  to  create  a  specific  legislative 
mechanism  to  effectuate  the  intent. 

Mr.  PORTNOY.  Thank  you,  sir. 

Mr.  Gaines,  there  have  been  press  reports  that  Governor  Clinton 
in  some  fashion  pardoned  Mr.  Lasater  after  his  incarceration  on  co- 
caine charges.  Could  you  explain?  I  understand  you  were  on  the 
Arkansas  Parole  Board  at  the  time;  is  that  correct? 

Mr.  Gaines.  Yes,  I  was  a  member  of  the  Parole  Board  in  1986. 
I  am  not  sure  when  that  took  place,  but  it  was  I  believe  after  1989 
which  was  when  I  became  a  full-time  member,  when  we  had  legis- 
lation concerning  that.  It  was  not  at  all  uncommon  when  I  was  on 
the  Governor's  staff  to  have  people  with  Federal  convictions  come 
to  us  asking  for  pardons. 

Mr.  PORTNOY.  Could  I  stop  you  for  a  minute,  sir?  Mr.  Lasater's 
conviction  was  a  Federal  conviction? 

Mr.  Gaines.  It  was  a  Federal  conviction,  yes. 

Mr.  PORTNOY.  So  Governor  Clinton  didn't  actually  have  authority 
in  any  conventional  sense  to  pardon  him,  Mr.  Lasater,  for  his  of- 
fense, did  he,  sir? 

Mr.  Gaines.  No,  he  did  not. 

Mr.  Portnoy.  Please  continue,  sir. 

Mr.  Gaines.  As  I  was  saying,  we  did  have  a  number  of  people 
come  to  us  requesting  pardons  for  Federal  offense  convictions,  even 
for  some  other  States,  and  we  would  simply  refer  them  back  to  the 
appropriate  jurisdiction. 

We  soon  became  aware,  after  some  discussions  within  the  De- 
partment of  Alcohol,  Tobacco  and  Firearms,  that  a  provision  in  Ar- 
kansas law  provided  that  a  person  could  not  possess  a  firearm  if 
they  were  a  convicted  felon,  unless  they  had  a  pardon  that  specifi- 
cally reinstated  the  right  to  possess  firearms. 

This  aspect  of  our  law  caused  a  problem,  particularly  for  the  Fed- 
eral system  because  they  had  provisions  where  a  person  could 
apply  for  a  restoration  of  firearm  rights  as  long  as  they  were  in 
compliance  with  the  laws  of  the  jurisdiction  where  they  resided. 

What  we  developed  out  of  that  was  a  procedure  whereby  a  per- 
son with  a  Federal  conviction  could  make  application  and  receive 
a  document  from  the  State  of  Arkansas  through  the  Governor's  of- 
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fice  which  they  could  then  take  to  the  Federal  authorities  and 
apply  for  a  firearm  restoration  which  at  that  point  then  the  Fed- 
eral authorities  could  either  grant  or  deny  that. 

Mr.  PORTNOY.  Would  it  be  correct  to  say,  sir,  that  insofar  as  you 
know,  the  only  practical  effect  of  this  document  the  Parole  Board 
prepared,  and  I  presume  the  Governor  signed,  was  to  permit  Mr. 
Lasater  to  go  hunting? 

Mr.  Gaines.  That's  correct. 

Mr.  PORTNOY.  It  didn't  in  any  way  absolve  him  of  wrongdoing? 

Mr.  Gaines.  Not  at  all. 

Mr.  PORTNOY.  I  believe  you  indicated  in  your  deposition  that  the 
only  requirement  to  receive  this  kind  of  dispensation  was  that  the 
applicant  had  discharged  his  Federal  sentence;  is  that  correct? 

Mr.  Gaines.  That  is  correct.  We  dealt  with  the  Federal  cases  alot 
differently  than  we  would  a  person  requesting  an  actual  pardon 
from  a  criminal  offense,  a  State  conviction.  Basically  we  were  inter- 
ested in  assurance  that  the  person  had,  in  fact,  discharged  the  sen- 
tence. It  seems  like  we  may  have  also  looked  to  see  if  there  were 
any  fines,  restitutions,  or  those  types  of  things  owed.  But  beyond 
that,  we  didn't  go  into  the  normal  course  of  notifying  officials  and 
doing  extensive  backgrounds  on  whether  a  person  was  worthy  of  a 
pardon  from  their  crime.  These  were  handled  routinely.  If  a  person 
had  discharged  the  terms  of  their  Federal  sentence,  it  was  pretty 
much  our  position  as  a  Parole  Board  to  go  ahead  and  give  a  favor- 
able recommendation  to  those. 

Mr.  PORTNOY.  So  it  would  be  fair  to  say,  sir,  that  this  was  a  rou- 
tine matter? 

Mr.  Gaines.  It  was  a  routine  matter. 

Mr.  PORTNOY.  A  relatively  common  matter? 

Mr.  Gaines.  We  did  not  do  a  whole  lot  of  those.  But  they  were 
not  at  all  uncommon. 

Mr.  PORTNOY.  Mr.  Lasater  didn't  receive  any  special  treatment? 

Mr.  Gaines.  No,  he  did  not. 

Mr.  PORTNOY.  Or  any  special  consideration? 

Mr.  Gaines.  No. 

Mr.  PORTNOY.  The  Governor's  office  had  no  involvement  in  your 
deliberations  as  to  whether  to  approve  Mr.  Lasater's  application? 

Mr.  Gaines.  No,  they  did  not. 

Mr.  PORTNOY.  That  was  entirely  the  Parole  Board's  own  decision? 

Mr.  Gaines.  Yes.  It  would  have  come  to  us  first,  and  we  would 
have  voted  and  then  referred  the  file  and  recommendation  to  the 
Governor's  office. 

Mr.  PORTNOY.  Thank  you,  sir. 

We're  prepared  to  cede  back  our  time,  Mr.  Chairman. 

The  Chairman.  Thank  you. 

Mr.  Giuffra. 

Mr.  Giuffra.  Mr.  Nash,  in  1990,  were  you  involved  in  Governor 
Clinton's  Gubernatorial  Re-election  Campaign? 

Mr.  Nash.  Yes,  sir,  I  was. 

Mr.  GIUFFRA.  What  did  you  do  for  the  Governor's  Re-election 
Campaign? 

Mr.  Nash.  I  primarily  spoke  to  economic  development  and  com- 
munity groups  around  the  State  to  explain  the  Governor's  record 
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primarily  in  economic  development,  and  to  encourage  them  to  sup- 
port the  Governor  for  re-election. 

Mr.  GlUFFRA.  You  were  very  careful  when  you  said  primarily 
were  involved  in  giving  speeches  around  the  State  for  the  Gov- 
ernor. Did  you  do  anything  else  in  connection  with  the  1990  Guber- 
natorial Campaign? 

The  Chairman.  Don't  answer  that  question.  Let  me  ask  you  this. 
What  other  activities  did  you  undertake?  You  see,  I  don't  want  you 
to  say  anything  else.  What  other  activities  did  you  undertake? 

Mr.  Nash.  I  remember  seriously  licking  envelopes  many  times 
when  that  was  needed.  I  would  meet  with  groups  and  explain  the 
record.  I  did  a  wide  range  of  activities,  but  primarily  speaking  to 
groups.  That's  what  I  did. 

Mr.  GlUFFRA.  And  were  you  involved  at  all  in  get-out-the-vote  ac- 
tivities? 

Mr.  Nash.  No,  other  than  speaking  to  groups  and  encouraging 
them  to  get-out-to-vote.  But  not  what  you  would  typically  call  get- 
out-the-vote  activities,  no. 

Mr.  GlUFFRA.  If  we  could  put  up  on  the  Elmo  page  321  of  Betsey 
Wright's  January  26,  1996  deposition. 

The  Chairman.  Can  we  have  somebody  help  Mr.  Nash  with  that? 

Thank  you,  Mr.  Gaines. 

Mr.  GlUFFRA.  If  I  could  just  direct  your  attention  to  the  passage 
that  I  believe  in  your  copy  is  marked  in  yellow  on  321. 

Mr.  Nash.  OK.  I  have  the  deposition  of  Betsey  Wright.  I  see 
where  it  says  page  321,  but  it's  not  marked  or  anything. 

The  Chairman.  Look  at  page  321.  You  see  the  answer  there, 
"Well,  then  there  is  a  third  conversation." 

Mr.  GiurTra. 

Mr.  GlUFFRA.  She  says: 

Well,  then  there  is  a  third  conversation.  I  was  having  a  conversation  at  some 
point,  and  I  don't  remember  where  or  why  or  how  or  what  the  subject  was,  but  the 
issue  of  the  1990  campaign  came  up.  I  was  talking  to  Bob  Nash,  and  he  told  me 
that  once  Bruce  had  asked  him  to  go  to  Perry  County  and  pick  up  some  get-out- 
the-vote  cash  for  him. 

Did  there  ever  come  a  time  during  the  1990  campaign  when  Mr. 
Lindsey  asked  you  to  go  to  the  Perry  County  Bank,  and  pick  up 
some  get-out-the-vote  cash? 

Mr.  Nash.  No. 

Senator  Sarbanes.  Are  you  also  going  to  complete  that  by  setting 
out  Ms.  Betsey  Wright's  testimony  in  the  hearing?  When  she  said, 
"This  was  a  mistake." 

Mr.  GlUFFRA.  Yes. 

Senator  Sarbanes.  She  said  in  her  sworn  testimony,  "This  was 
a  mistake." 

Mr.  Nash.  The  answer  is  no. 

Mr.  GlUFFRA.  Did  there  ever  come  a  time  during  the  1990  cam- 
paign when  Mr.  Lindsey  asked  you  to  go  to  the  Perry  County 
Bank? 

Mr.  Nash.  No,  not  that  I  recall.  Let  me  say  I  was  asked  to  go 
take  some  loan  papers  to  Perry  County  Bank  and  pick  up  a  check. 
That  occurred.  And  I  think  I  testified  to  that  in  my  deposition. 

Mr.  Giuffra.  Let's  put  up  on  the  Elmo  pages  55  and  56  of  Ms. 
Wright's 
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The  Chairman.  Just  for  my  edification,  did  you  do  that  then,  go 
over  there  and  pick  up  a  check? 

Mr.  Nash.  Yes,  sir. 

The  Chairman.  And  you  testified  to  this  previously? 

Mr.  Nash.  In  my  deposition,  I  sure  did. 

Mr.  GlUFFRA.  At  the  hearing  last  week,  Ms.  Wright  corrected, 
wanted  to  change  her  testimony.  Let's  focus  on  the  question: 

Mr.  CHERTOFF.  What  part  of  that  sworn  testimony  do  you  want  to  correct? 

Ms.  Wright.  The  sentence  that  begins  "I  was  talking"  should  probably  be  cor- 
rected to  read,  "I  was  talking  to  Bob  Nash  and  he  told  me  that  once  Bruce  had 
asked  him  to  go  to  Perry  County  Bank  for  him." 

Mr.  Chertoff.  For  him.  So  the  part  where  you  told  us  in  your  sworn  deposition, 
"and  pick  up  some  get-out-the-vote  cash,"  that's  inoperative  now? 

Ms.  Wright.  Yes,  sir,  it  is. 

Now,  Ms.  Wright  told  us  last  week  that  after  she  had  her  deposi- 
tion on  January  26th,  she  contacted  you.  Do  you  recall  Ms.  Wright 
contacting  you? 

Mr.  Nash.  Yes,  I  do. 

Mr.  GlUFFRA.  What  did  Ms.  Wright  say  to  you  during  this  con- 
versation? 

Mr.  Nash.  She  called  and  asked,  "Did  I  remember  saying  to  her 
that  I  had  picked  up  some  cash  in  Perry  County  Bank?"  And  I  told 
her,  "No,  I  did  not,  specifically  did  not  remember  that." 

Mr.  GlUFFRA.  Did  she  indicate  to  you  why  she  believed  that  you 
had  picked  up  some  cash  at  the  Perry  County  Bank? 

Mr.  Nash.  No. 

Mr.  GlUFFRA.  Did  she  mention  Mr.  Lindsey? 

Mr.  Nash.  No,  she  did  not  mention  Mr.  Lindsey. 

Mr.  Giuffra.  Did  you  contact  Mr.  Lindsey  after  you  spoke  to  Ms. 
Wright  and  ask  him  why  Ms.  Wright  might  have  had  the  impres- 
sion that  you  had  gone  to  the  Perry  County  Bank  to  pick  up  some 
cash? 

Mr.  Nash.  No,  I  did  not. 

Mr.  GlUFFRA.  Have  you  ever  spoken  to  Mr.  Lindsey  about  this 
trip  that  you  made  to  the  Perry  County  Bank? 

Mr.  Nash.  No,  I  have  not. 

Mr.  Giuffra.  Let's  change  the  subject. 

Mr.  Bratton,  when  you  were  counsel  to  the  Governor,  did  you 
normally  speak  to  Ms.  Bassett  Schaffer,  I  guess  then  Beverly  Bas- 
sett,  who  was  the  Securities  Commissioner? 

Mr.  Bratton.  Yes,  I  did. 

Mr.  Giuffra.  Would  you  speak  to  her  about  investigations  that 
the  Securities  Department  was  conducting? 

Mr.  Bratton.  It  was  a  fairly  common  practice  for  her  to  advise 
me  of  enforcement  actions  that  the  Department  was  preparing  to 
take.  She  normally  would  not  talk  to  me  about  investigations  when 
they  were  considering  whether  to  initiate  an  investigation,  or  the 
progress  of  an  investigation.  But  it  was  a  fairly  common  practice 
for  her  to  notify  me  before  the  Department  took  significant  regu- 
latory actions. 

Mr.  Giuffra.  Would  you  normally  advise  the  Governor  and  Ms. 
Wright  of  the  information  that  was  provided  to  you  by  Ms.  Bassett? 

Mr.  Bratton.  On  most  occasions,  I  would.  Some  occasions  I  prob- 
ably didn't. 
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Mr.  GlUFFRA.  And  did  there  ever  come  a  time  when  Ms.  Bassett 
advised  you  that  Mr.  Lasater  was  having  problems  with  the  NASD, 
the  National  Association  of  Securities  Dealers,  and  also  with  the 
Arkansas  Securities  Department? 

Mr.  BRATTON.  I  have  a  general  recollection  that  she  did  so. 

Mr.  GlUFFRA.  I  believe  in  your  deposition  you  could  not  recollect 
whether  it  was  before  or  after  1986? 

Mr.  Bratton.  I  don't  recall  what  the  timeframe  was. 

Mr.  GlUFFRA.  So  you  don't  know  whether  it  was  before  or  after 
the  police  bond  offering? 

Mr.  Bratton.  I  am  relatively  sure  it  was  after  the  police  radio 
deal,  but  I  am  not  positive  of  that. 

Mr.  GlUFFRA.  Did  you  contact  the  Governor  and  Ms.  Wright  with 
this  information? 

Mr.  Bratton.  I  don't  recall  whether  I  did  or  not. 

Mr.  GlUFFRA.  Mr.  Bratton,  if  we  could  put  up  on  the  Elmo,  this 
is  a  December  14,  1983  letter  from  Mr.  Lasater  to  Governor  Clin- 
ton. The  Bates  numbers  are  DKSN  27455  to  27456. 

Mr.  Bratton.  Yes. 

Mr.  GlUFFRA.  Do  you  have  that  in  front  of  you,  sir? 

Mr.  Bratton.  I  do. 

Mr.  Giuffra.  Who  is  Linda  Garner? 

Mr.  Bratton.  Linda  Garner  at  that  time  was  the  State  Insur- 
ance Commissioner. 

Mr.  Giuffra.  Now  in  this  letter,  Mr.  Lasater  is  discussing  the 
disbursement  of  certain  securities  that  were  owned  by  National  In- 
vestors Life  Insurance  Company,  and  Lasater  expresses  his  concern 
on  the  fourth  paragraph  of  the  first  page  of  the  letter  that  First 
Boston  and  Stevens  are  going  to  be  appointed  to  handle  certain  fu- 
ture transactions  involving  this  portfolio  of  securities.  Do  you  re- 
member this  issue? 

Mr.  Bratton.  Only  in  a  very  general  way. 

Mr.  Giuffra.  The  National  Investors  Life  Insurance  had  had  dif- 
ficulty, and  they  were  now  liquidating  the  assets. 

Mr.  Bratton.  That's  correct. 

Mr.  Giuffra.  At  the  top  of  the  memo,  that  is  a  notation.  That 
is  the  Governor's  handwriting;  am  I  right? 

Mr.  Bratton.  It  is  the  Governor's  handwriting. 

Mr.  Giuffra.  It  says,  "Keep  after  Garner  til  you  talk  to  her.  You 
must  give  him  follow-up."  Presumably  "him"  is  Lasater.  Do  you  see 
that  there? 

Mr.  Bratton.  I  do. 

Mr.  Giuffra.  Did  you  ever  see  this  letter  back  in  1983? 

Mr.  Bratton.  I  don't  believe  so. 

Mr.  Giuffra.  Mr.  Nash,  did  you  ever  see  this  letter? 

Mr.  Nash.  No,  I  don't  believe  I  did. 

Mr.  Giuffra.  Do  you  know,  Mr.  Nash,  whether  there  was  ever 
any  follow-up  with  regard  to  Mr.  Lasater's  request  to  Governor 
Clinton  with  regard  to  Linda  Garner? 

Mr.  Nash.  Not  that  I  know  of. 

Mr.  Giuffra.  Mr.  Bratton,  are  you  aware  of  any  follow-up? 

Mr.  Bratton.  Not  that  I'm  aware  of. 
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Mr.  Giuffra.  Did  there  come  a  time — I  believe  it  was  in  January 
1985 — when  Governor  Clinton  replaced  Insurance  Commissioner 
Garner?  Do  you  recall  that,  Mr.  Bratton? 

Mr.  Bratton.  Yes,  I  do. 

Mr.  Giuffra.  Did  you  have  any  role  in  her  termination? 

Mr.  Bratton.  I  was  assigned  by  the  Governor  the  day  that  he 
told  her  he  was  not  going  to  reappoint  her  as  Insurance  Commis- 
sioner. I  was  assigned  to  go  to  her  office  and  be  there  while  she 
moved  her  personal  belongings  out  of  the  office. 

Mr.  Giuffra.  You  actually  were  at  the  office  while  she  removed 
her  personal  belongings? 

Mr.  Bratton.  That's  correct. 

Mr.  Giuffra.  Mr.  Bratton,  I  would  like  to  ask  you  some  ques- 
tions about  something  called  the  Twin  City  Bank.  There  was  some 
branching  legislation  in  Arkansas  back  in  the  late  1980's.  Do  you 
recall  that  legislation? 

Mr.  Bratton.  Generally. 

Mr.  Giuffra.  Were  you  aware  in  the  period,  say  around  1987, 
that  the  Clintons  had  an  investment  in  the  Whitewater  Develop- 
ment Corporation? 

Mr.  Bratton.  I'm  not  sure  when  I  first  became  aware  of  their 
participation  in  that  project. 

Mr.  Giuffra.  Do  you  think  it  was  before  or  after  the  1992  Presi- 
dential Campaign? 

Mr.  Bratton.  It  was  before  the  1992  Presidential  Campaign. 

Mr.  Giuffra.  Were  you  aware  that  the  Clintons  had  a  loan  that 
related  to  the  Whitewater  Development  Corporation  with  the  First 
Ozark  Bank? 

Mr.  Bratton.  I  don't  believe  I  was. 

Mr.  Giuffra.  Were  you  aware  that  the  First  Ozark  Bank  was 
owned  by  the  Twin  City  Bank? 

Mr.  Bratton.  I'm  not  sure  whether  I  was  or  not. 

Mr.  Giuffra.  Did  you  ever  discuss  proposed  inter-county  branch- 
ing legislation  with  anyone  at  Twin  City  Bank? 

Mr.  Bratton.  I  may  have;  I  don't  recall. 

Mr.  Giuffra.  Do  you  recall  this  legislation  at  all? 

Mr.  Bratton.  Yes,  in  a  general  way. 

Mr.  GIUFFRA.  If  you  could  just  describe  for  the  Committee  what 
the  purpose  of  the  legislation  was. 

Mr.  Bratton.  As  I  recall,  it  would  have  allowed  under  certain  re- 
strictions banks  to  branch  outside  the  community  in  which  their 
principle  office  was  located,  and  in  some  very  limited  circum- 
stances, I  think  branch  into  adjoining  counties. 

Mr.  Giuffra.  Twin  City  Bank  was  located  outside  of  Little  Rock; 
is  that  right? 

Mr.  Bratton.  Twin  City  Bank  was  located  in  North  Little  Rock. 

Mr.  Giuffra.  But  not  in  Little  Rock.  They  wanted  to  be  able  to 
have  branches  in  Little  Rock.  Do  you  recall  that? 

Mr.  Bratton.  I  recall  they  had  some  interest  in  that. 

Mr.  Giuffra.  Because  Little  Rock  was  obviously  a  bigger  market 
than  North  Little  Rock. 

Mr.  Bratton.  It  was  a  larger  market  than  North  Little  Rock. 
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Mr.  GlUFFRA.  Do  you  know  whether  the  Governor  was  aware  of 
Twin  City's  interest  in  obtaining  this  legislation  that  would  have 
allowed  branching  into  Little  Rock  by  Twin  City? 

Mr.  BRATTON.  I  don't  have  a  specific  recollection  of  what  he  knew 
or  didn't  know.  I  think  it  was  fairly  common  knowledge  what  the 
background  of  the  legislation  was  and  what  the  concerns  were.  It 
was  an  issue  that  was  kind  of — split  the  banking  community.  The 
Governor  had  supporters  on  both  sides  of  the  issue,  so  I'm  sure  he 
was  generally  aware  of  what  the  issue  was. 

Mr.  GlUFFRA.  Was  he  aware  that  the  legislation  would  benefit 
Twin  City?  Do  you  think  he  would  have  been  aware  of  that? 

Mr.  BRATTON.  I  don't  recall  any  conversation  I  had  with  him  that 
would  have  indicated  what  he  understood  to  be  the  effects. 

Mr.  GlUFFRA.  Under  the  Arkansas  Constitution,  there's  a  provi- 
sion that  bars  what's  described  as  special  legislation  that  benefits 
just  one  party;  is  that  right? 

Mr.  BRATTON.  That's  generally  correct. 

Mr.  GlUFFRA.  Do  you  recall  any  discussion  with  regard  to  this 
branching  legislation,  that  it  might  be  unconstitutional  under  the 
Arkansas  Constitution? 

Mr.  BRATTON.  I  don't  recall  any  discussion  to  that  effect. 

Mr.  GlUFFRA.  Do  you  recall  whether  there  was  an  Attorney  Gen- 
eral's opinion  sought  with  regard  to  whether  this  legislation  was 
constitutional  under  the  Arkansas  Constitution? 

Mr.  BRATTON.  I  don't  recall. 

Mr.  GlUFFRA.  Mr.  Bratton  was  the  Governor's  office  involved  in 
the  selection  of  Mr.  Lasater  as  an  investment  banker  for  the  police 
radio  contract? 

Mr.  Bratton.  Not  that  I'm  aware  of. 

Mr.  GlUFFRA.  Mr.  Gaines,  what's  your  testimony? 

Mr.  Gaines.  I'm  not  aware  that  they  were. 

Mr.  GlUFFRA.  Mr.  Nash,  what's  your  testimony? 

Mr.  NASH.  Same  question? 

Mr.  Giuffra.  Yes. 

Mr.  Nash.  I'm  not  aware  they  were. 

Mr.  Giuffra.  Mr.  Bratton  did  Mr.  Lasater,  as  far  as  you  know, 
receive  any  kind  of  special  treatment  with  regard  to  obtaining  the 
bond  underwriting  work  for  the  police  radio  contract? 

Mr.  Bratton.  Not  that  I'm  aware  of. 

Mr.  Giuffra.  Mr.  Gaines. 

Mr.  Gaines.  I'm  not  aware  of  any  special  treatment  he  received. 

Mr.  GlUFFRA.  Mr.  Nash,  do  you  have  any  belief  that  he  had  any 
special  treatment? 

Mr.  Nash.  Not  that  I'm  aware  of. 

Mr.  Giuffra.  Isn't  it  true,  Mr.  Bratton,  that  Mr.  Lasater's  law 
firm  drafted  the  legislation? 

Mr.  Bratton.  It  is  apparently  accurate  that  the  Mitchell  firm 
drafted — there's  no  question  the  Mitchell  law  firm  drafted  the  legis- 
lation. 

Mr.  GlUFFRA.  And  the  Mitchell  firm  was  paid  by  Lasater;  right? 

Mr.  Bratton.  I  think  there  are  some  documents  that  indicate 
that.  I  was  not  aware  of  that. 

Mr.  Giuffra.  The  bills  showed  that  they  charged  the  Lasater 
firm  $22,000  to  draft  this  legislation;  isn't  that  right? 
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Mr.  Bratton.  The  document  speaks  for  itself. 

Mr.  GlUFFRA.  Were  you  aware  of  an  issue 

The  Chairman.  Mr.  Giuffra,  how  much  more  time  do  you  have — 
let  me  ask  Senator  Sarbanes — we  will  try  to  finish  it  at  this  point. 
Go  ahead. 

Mr.  Giuffra.  After  the  Lasater  firm  was  selected  to  do  this 
work,  First  Capital,  which  was  the  other  firm  involved  in  the  bid- 
ding process,  issued  a  complaint;  do  you  recall  that,  Mr.  Bratton? 

Mr.  Bratton.  I  don't  recall  it.  I'm  aware  from  a  question  or  two 
that  was  asked  in  my  deposition  that  that  did  occur.  I  don't  remem- 
ber the  details  of  it. 

Mr.  Giuffra.  Mr.  Gaines,  do  you  recall  that  issue  coming  up? 

Mr.  Gaines.  Could  you  repeat  the  question? 

Mr.  Giuffra.  First  Capital,  which  was  the  losing  bidder,  com- 
plaining about  the  fact  that  Lasater  had  gotten  the  bid? 

Mr.  Gaines.  From  my  deposition,  I  do  recall  there  was  a  memo- 
randum that  apparently  I  drafted  conveying  a  dissatisfaction  on 
the  part  of,  I  think  it  was  Capital.  I  don't  have  it  in  front  of  me. 

The  Chairman.  It  was  Capital. 

Mr.  Giuffra.  Let's  put  up  that  memo  on  the  Elmo.  It's  DKSN 
18184.  Do  you  recall  drafting  this  memo  to  Ms.  Wright? 

The  Chairman.  Let  him  take  a  look  at  it.  Take  a  look  at  it,  Mr. 
Gaines,  and  see  to  what  extent  if  any  it  refresh  your  recollection. 
Does  this  refresh  your  recollection  about  the  event,  that  there  was 
apparently  a  protest  of  some  sort,  an  objection  raised,  and  then  you 
wrote  this  memo  in  response  to  that? 

Mr.  Gaines.  It  truly  does  not.  I  do  not  recall  writing  this  memo, 
but  I  have  no  reason  to  think  that  it's  not  one  that  I  drafted. 

The  Chairman.  OK. 

Mr.  Giuffra.  The  fourth  paragraph  of  the  memo  states,  "Capital 
points  out  that  the  legislation" — you  have  in  parentheses  "(written 
by  H,L,R)."  Who  is  H,L,R,  as  far  as  you  know?  Is  that  Hutton, 
Lasater  &  Raney? 

Mr.  Gaines.  At  this  point,  I  would  say  that  that's  who  that  is  re- 
ferring to. 

Mr.  Giuffra.  So  you  knew  on  May  15,  1985,  that  the  legislation 
had  been  written  by  the  Raney/Hutton/Lasater  group;  is  that  right? 

Mr.  Gaines.  No,  that  is  not  correct. 

Mr.  Giuffra.  That  is  what  the  memo  seems  to  suggest,  sir, 
doesn't  it? 

Mr.  Gaines.  The  memo  suggests  that  I  have  written  a  memo  to 
Betsey  Wright  conveying  concerns  expressed  by  Capital  Resources 
Group  over  certain  issues.  I  can  only  assume  that  I  am  conveying 
what  I  was  told  by  whoever  it  was  that  I  spoke  to — and  I  don't 
identify  anyone  here  as  having  contacted  me,  but  apparently  some- 
one with  the  Capital  Resources  Group  must  have  contacted  me, 
and  I  was  conveying  that  information  to  Ms.  Wright.  I'm  assuming 
that  was  part  of  what  they  told  me,  was  that  the  legislation  was 
written  by  H,L,R. 

Mr.  Giuffra.  So  it  is  your  testimony  that  you  did  not  know  on 
May  15,  1985,  that  the  Raney/Hutton/Lasater  group  had  written 
the  legislation? 

Mr.  Gaines.  That's  correct. 

Mr.  Giuffra.  Were  you  surprised  by  that? 
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Mr.  Gaines.  I  don't  think — I  mean,  I  don't  know  whether  I  was 
surprised.  I  don't  suppose  I  was. 

Mr.  GlUFFRA.  Did  you  know  that  the  Mitchell  Tucker  firm  had 
drafted  the  legislation? 

Mr.  Gaines.  I  don't  know  if  I  knew  that  at  that  point  or  not.  I 
know  when  I  did  the  deposition  I  looked  at  a  number  of  documents, 
and  it  was  obvious  from  those  documents  that  the  Mitchell  firm 
was  involved  in  the  drafting.  Whether  I  knew  that  at  that  point, 
I'm  really  not  sure. 

Mr.  GlUFFRA.  Didn't  you  attend  a  meeting,  the  one  on  March  4, 
1985,  put  up  before  Mr.  Bratton's  notes?  And  that  indicated  that 
you  were  meeting  Mr.  Drake,  Mr.  Selig,  who  was  with  the  Mitchell 
Tucker  firm,  just  yourself  and  Mr.  Bratton?  That  would  be  the  law- 
yer for  Lasater,  Lasater's  Senior  Executive  Vice  President.  You 
didn't  know  from  that  meeting  that  Mr.  Selig  from  the  Mitchell 
Tucker  firm  was  representing  Mr.  Lasater? 

Mr.  Gaines.  I  don't  remember  attending  this  meeting.  In  my  dep- 
osition, I  saw  this  and  tried  to  figure  out  who  Mike  G.  could  be 
other  than  me.  I  couldn't  come  up  with  anyone  else  it  could  have 
been,  but  I  do  not  have  any  recall  of  attending  a  meeting  with 
these  individuals. 

Mr.  GlUFFRA.  In  your  May  15th  memo,  the  issue  arises  as  to 
whether  the  key  issue  is  whether  the  investors  were  to  be  paid  on 
a  monthly  or  on  a  bi-yearly  basis.  Do  you  recall  that  issue? 

Mr.  Gaines.  I  do  not  recall  it.  I  see  it  reflected  in  the  memo. 

Mr.  GlUFFRA.  The  critical  distinction  between  the  Lasater  pro- 
posal and  the  proposal  by  First  Capital  was  that  First  Capital  pro- 
vided that  investors  would  be  paid  on  a  monthly  basis,  whereas 
Lasater  was  having  the  payments  only  twice  a  year,  and  therefore 
would  get  the  arbitrage  on  the  money.  Do  you  recall  that  issue 
coming  up? 

Mr.  Gaines.  I'm  sorry. 

Mr.  GlUFFRA.  They  would  get  the  benefit  of  the  use  of  the  money. 
Do  you  recall  that  issue  coming  up? 

Mr.  Gaines.  I  do  not  recall  the  issue  coming  up,  but  I  can  only 
go  by  what's  reflected  on  the  memo. 

Mr.  GlUFFRA.  Mr.  Bratton,  do  you  recall  that  issue  at  all? 

Mr.  Bratton.  I  don't  recall  that  specific  issue. 

The  Chairman.  Do  you  have  that  memo  in  front  of  you,  Mr. 
Bratton? 

Mr.  Bratton.  Yes,  sir,  I  do. 

Mr.  Giuffra.  Let's  put  up  one  last  document. 

The  Chairman.  Wait.  It  says,  "I  have  discussed  this  with  Sam." 
Mr.  Gaines,  who  would  you  take  Sam  to  be? 

Mr.  Gaines.  I'd  take  that  to  be  Mr.  Bratton.  If  you  will  notice 
in  the  first  paragraph,  it  mentions  that  the  matter  will  be  dis- 
cussed by  Legislative  Council  on  Friday.  Mr.  Bratton  was  and  has, 
my  understanding,  attended  most  if  not  all  of  the  Legislative  Coun- 
cil meetings,  and  anything  that  was  coming  up  concerning  legisla- 
tion before  the  Legislative  Council,  I'm  sure  I  would  have  let  him 
know,  either  by  phone  or  by  memo. 

The  Chairman.  Mr.  Bratton,  do  you  recall  having  discussed  this 
issue? 
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Mr.  Bratton.  I  don't  recall  having  discussed  this  issue  with  Mr. 
Gaines.  It's  entirely  likely  that  I  did  so.  I  do  recall  that  one  or  more 
firms  or  groups  who  did  not  get  the  business  raised  various  issues 
about  the  decision.  I  don't  remember  the  specific  one. 

The  Chairman.  This  was  quite  specific.  You  might  not  recall  it 
at  this  time.  But  when  you  look  at  the  memo  and  the  testimony 
that  we  had  today  from  the  various  people,  apparently  it  was  a 
concern  as  it  related  to  whether  the  payments  could  be  structured 
over  a  6-month  period  of  time,  as  was  indicated  in  the  winning  bid, 
which  would  then  make  it  lower,  or  whether  they  had  to  be  made 
monthly.  You  have  no  recollection  of  that  being  an  issue? 

Mr.  Bratton.  I  don't  have  any  current  recollection  of  that  being 
an  issue. 

The  Chairman.  Are  you  aware  of  the  fact  that  the  same  firm 
that  had  prepared  the  legislation  had  been  retained  by  the  group? 
It  was  not  just  Lasater,  it  was  the  group  of  three  consortium  that 
was  the  winning  bid. 

Mr.  Bratton.  It  was  my  impression  at  the  time  that  the  Mitchell 
firm,  if  they  were  being  compensated,  were  probably  being  com- 
pensated by  the  Raney  firm.  I  never  had  the  impression  that  they 
were  being  compensated  by  the  Lasater  firm. 

The  Chairman.  The  Lasater  firm,  the  Raney  firm,  and  the  Hut- 
ton  firm  were  all  together,  weren't  they? 

Mr.  Bratton.  They  were  part  of  a  package. 

The  Chairman.  A  consortium. 

Mr.  Bratton.  That's  correct. 

The  Chairman.  So  whether  the  retainer  was  with  one  specifi- 
cally, and  they  all  chipped  in,  I  mean,  their  legislative  representa- 
tion was  on  behalf  of  this  consortium,  including  Lasater;  wasn't 
that  correct? 

Mr.  Bratton.  Based  on  the  documents  today,  that  appears  to  be 
the  situation. 

The  Chairman.  Now  here  you  have  this  winning  consortium; 
right?  They  win.  They're  initially  the  low  bid,  or  they're  the  bidder. 
They're  awarded  the  bid.  Did  there  come  a  time  when  indeed  they 
were  selected? 

Mr.  Bratton.  Correct. 

The  Chairman.  If  you  want  me  to  do  it  this  way,  I  will.  Did  there 
come  a  point  in  time  when  someone  put  in  a  protest? 

Mr.  Bratton.  As  I  indicated  earlier,  I  was  aware  that  one  or 
more  groups  that  didn't  get  the  bid  had  some  complaints  about  it. 

The  Chairman.  Did  there  come  a  point  in  time  when  this  was 
brought  to  your  attention  as  counsel? 

Mr.  Bratton.  It  probably  was,  I  don't  specifically  recall. 

The  Chairman.  As  counsel,  what  would  you  have  done  to  deal 
with  this?  Did  you  then  ask  for  a  review  to  be  made? 

Mr.  Bratton.  I  don't  recall  what  I  did,  Senator. 

The  Chairman.  Would  it  surprise  you  to  know  that  the  Mitchell 
firm  was  then  called  upon  to  render  a  legal  opinion  in  connection 
with  the  objection  that  was  raised  with  respect  to  whether  it  was 
appropriate  to  make  an  award  based  upon  a  6-month  return,  as  op- 
posed to  the  customary  one,  which  was  one?  Were  you  aware  that 
they  had  been  called  upon  to  make  this  review?  And  do  you  recall 
ever  getting  their  legal  review? 
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Mr.  Bratton.  I  don't  recall,  Senator. 

The  Chairman.  Does  it  surprise  you  now  when  you  look  back 
that  the  same  firm  who  represented  the  winning  consortium  was 
the  firm  that  was  called  upon  to  judge  the  merits  of  the  complaint 
that  came  from  one  or  more  of  the  unsuccessful  bidders? 

Mr.  BRATTON.  I  don't  know  whether  that  happened  or  not. 

The  Chairman.  Let  me  show  you  a  copy  of  the  letter  of  review. 
Could  we  make  that  available  to  Mr.  Bratton?  You  want  to  identify 
that,  please.  Do  you  see  it  up  on  the  Elmo?  I  think  you  have  it  in 
your  packet.  Who  is  Mr.  Erxleben? 

Mr.  BRATTON.  Mr.  Ed  Erxleben  was  Director  of  State  Purchasing 
in  the  Department  of  Finance  and  Administration. 

The  Chairman.  But  you  have  asked  him  to  review  the  complaint? 

Mr.  Bratton.  I  have  no  recollection  of  having  asked  him  to  re- 
view the  complaint.  I  believe  based  on  having  seen  part  of  Ms. 
Wright's  testimony  that  she  had  indicated  that  she  had  asked  Mr. 
Erxleben  to  assist  the  State  Police  Commission  in  establishing  pro- 
cedures to  evaluate  the  proposals  and  make  a  determination.  So  it's 
possible  that  she  may  have  asked  Mr.  Erxleben  to  make  this  in- 
quiry, or  Mr.  Erxleben  may  have  done  it  on  his  own.  But  I  don't 
have  any. 

The  Chairman.  Let's  take  a  look.  First  we  have  the  memo  writ- 
ten by  Mr.  Gaines,  May  15,  1985,  Subject:  ASP  Communications 
System.  You  have  that  next  to  you,  the  one  you  just  looked  at? 

Mr.  Bratton.  Yes,  sir. 

The  Chairman.  Take  a  look.  They  raise  a  question  with  respect 
to  the  proposal  and  they  point  out  with  specificity,  "Act  817  at- 
tached, see  highlights  on  page  5,"  in  which  they  question  whether 
the  6  months  payment  was  appropriate  as  opposed  to  the  one. 
That's  the  question  raised;  isn't  that  correct,  Mr.  Bratton? 

Mr.  Bratton.  That's  what  the  memo  says,  Senator. 

The  Chairman.  Then  on  the  16th  of  May,  we  have  the  Mitchell 
Williams  law  firm  writing  to  the  Director  of  Purchasing.  Would  you 
read  that  first  paragraph?  Start  with  "Dear  Mr." — who  is  that? 

Mr.  Bratton.  Dear  Mr.  Erxleben. 

The  Chairman.  Mr.  Erxleben  is  the  Director  of  Purchasing.  What 
does  it  say? 

Mr.  Bratton.  It  says,  "You  have  asked  our  opinion  on  a  question 
of  interpretation" 

The  Chairman.  Stop  right  there.  "You  have  asked  our  opinion." 
So  obviously  the  Director  of  Purchasing,  as  a  result  of  this  commu- 
nique that  came  to  the  Governor's  office  on  May  15th,  whether  by 
you,  Ms.  Wright,  or  somebody  then  calls  these  lawyers  and  says, 
"Hey,  look.  This  has  been  a  question."  Is  that  correct. 

Mr.  Bratton.  Senator,  I  don't  know  why  Mr.  Erxleben  made  that 
request. 

The  Chairman.  I  don't  expect  you  to  remember  with  specificity 
at  this  time.  We  have  a  May  15th  communique  which  indicates 
that  one  of  the  unsuccessful  bidders  has  protested;  right? 

Mr.  Bratton.  That's  correct. 

The  Chairman.  On  May  16th,  we  have  the  Director  of  the  Arkan- 
sas Office  of  State  Purchasing,  getting  a  letter  written  to  him  from 
a  law  firm  with  respect  to  the  legality  of  this  bid,  questions  raised; 
is  that  right? 
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Mr.  Bratton.  That's  correct. 

The  Chairman.  Obviously,  he  has  communicated  to  them.  Obvi- 
ously, someone  after  this  was  sent  to  Betsey  Wright  in  the  Gov- 
ernors office,  communicated  this  to  the  Purchasing  Director.  Is  that 
correct,  someone  from  the  Governor's  Office? 

Mr.  Bratton.  No,  sir.  That  is  not  necessarily  correct.  What  I 
would  assume,  as  the  more  likely  scenario,  is  that  same  objection 
was  raised  with  the  State  Police  Commission,  and  that  Mr.  Erxle- 
ben,  who  had  been  advising  the  State  Police,  raised  the  question 
with  the  Mitchell  firm  as  a  result  of  his  role  working  with  the 
State  Police. 

The  Chairman.  We're  getting  there.  So  now  the  Director  of  Pur- 
chasing raises  this  question;  right?  He  says,  "Go  ahead.  You  have 
asked  our  opinion  on  this  to  interpret  Section  5  of  Act  number  814 
of  1985,"  right? 

Mr.  Bratton.  Yes. 

The  Chairman.  That  comes  down  to  whether  it's  proper  to  do  it 
in  6  months  or  a  month;  right?  Isn't  that  the  gist  of  the  memo? 

Mr.  Bratton.  The  question  presented  is  whether  Section  5  of  the 
Act  requires  that  lease  payments  as  defined  in  Section  3  are  re- 
quired to  be  made  on  a  monthly  basis  to  investors  who  purchase 
an  interest  in  a  lease  agreement  authorized  by  the  Act. 

The  Chairman.  So  it  is  the  question  raised  here  in  the  memo, 
which  Mr.  Gaines  called  to  the  attention  of  Betsey  Wright;  isn't 
that  correct? 

Mr.  Bratton.  It  seems  to  be  the  same  question. 

The  Chairman.  Don't  you  see  a  problem  with  respect  to  the  very 
same  firm  that  represented  the  successful  bidder,  then  indicating 
and  giving  a  legal  opinion  as  to  whether  that  indeed  was  a  proper 
procedure  to  follow  as  it  related  to  whether  6  months  or  a  month 
was  permitted,  as  opposed  to  having  the  Attorney  General  or  some 
other  outside  counsel  being  called  in  for  that  review? 

Mr.  Bratton.  Senator,  I  have  no  idea  why  Mr.  Erxleben  made 
this  request  or  what  he  did  with  the  information. 

The  Chairman.  Mr.  Bratton,  I  believe  you.  I  don't  suggest  that 
you  did.  You  see,  the  problem  here  is  that  attorneys  drew  up  the 
legislation  who  represented  the  successful  term.  Then  when  a  pro- 
test came  up,  they  were  the  same  ones  who  said  that  the  protest 
had  no  merit.  Don't  you  see  a  problem  there? 

Mr.  Bratton.  No,  sir.  What  I  think  is  entirely  possible  is  that 
Mr.  Erxleben  asked  the  firm  that  drafted  it  what  their  understand- 
ing of  the  intent  was.  I  don't  know  that  Mr.  Erxleben  made  a  deci- 
sion based  on  what  he  was  told  in  this  letter;  rather  that  it  was 
part  of  a  process  that  he  was  going  through  in  trying  to  make  an 
evaluation. 

The  Chairman.  What  about  the  propriety  of  a  firm  that  repre- 
sents a  party  in  interest,  thereafter  making  a  legal  opinion  upon 
which  you  then  proceed  to  sustain  this  written  to  the  Purchasing 
Director?  You  don't  see  any  problem  with  that? 

Mr.  Bratton.  I  don't  see  any  problem  with  Mr.  Erxleben  asking 
the  folks  who  drafted  the  legislation  what  their  intent  was.  If  that 
was  the  only  thing  he  looked  at  and  made  a  decision  solely  on  the 
basis  of  what's  contained  in  this  letter,  then  I  might  agree  with 
you,  but  I  have  no  reason  to  believe  that. 
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The  Chairman.  Well,  if  you  had  known  that  this  firm  as  counsel 
was  also  retained  by  the  group,  would  you  have  sought  or  advised 
that  they  be  the  attorneys  who  would  issue  an  opinion  as  it  related 
to  the  awarding  of  this  bid? 

Mr.  Bratton.  Senator,  I  don't  know  that  they  have  "issued  an 
opinion."  Mr.  Erxleben  apparently  asked  them  a  question.  I  don't 
know  that  it  was  intended  to  be  in  lieu  of  an  opinion  from  some 
official  source,  or  that  he  understood  it  to  be  anything  in  the  na- 
ture of  an  impartial  inquiry,  that  he  understood  that  they  had  a 
vested  interest.  But  he  asked  them  what  their  understanding  of  the 
intent  was. 

The  Chairman.  Senator  Sarbanes,  I  want  to  thank  you  for  hav- 
ing been  more  than  generous  in  permitting  us  to  follow  this  line 
of  questioning. 

Senator  Sarbanes.  Mr.  Bratton,  isn't  it  reasonable  to  assume  on 
the  basis  of  the  record  before  us  that  Capital  had  presented  to  Mr. 
Erxleben  in  the  State  their  view  of  what  the  statute  meant? 

Mr.  Bratton.  That  would  be  my  impression,  that  that  was  prob- 
ably what  happened,  Senator. 

Senator  Sarbanes.  They  were  a  party  at  interest.  They  didn't  get 
chosen,  but  they  then  came  to  the  State — and  I  see  this  reflected 
in  the  Gaines  memo  of  May  15th — and  laid  out  their  view  on  the 
monthly  payments  question. 

Mr.  Bratton.  That's  correct. 

Senator  Sarbanes.  And,  Mr.  Gaines,  isn't  that  reflected  in  your 
memo? 

Mr.  Gaines.  Yes,  it  is. 

Senator  Sarbanes.  "Capital  points  out  that  the  legislation  re- 
quires monthly  payments.  See  highlights  on  page  5."  I  don't  know 
whether  Capital  also  submitted  an  opinion  letter,  but  they  cer- 
tainly submitted  an  opinion  orally,  if  not  in  writing;  is  that  correct? 

Mr.  Gaines.  That  is  correct.  I  assume  it  was  oral,  but  I  am  not 
sure. 

Senator  Sarbanes.  This  was  a  letter  to  Erxleben  from  the  Mitch- 
ell law  firm  from  Anne  Ritchey,  a  partner  at  the  Mitchell  law  firm, 
laying  out  their  interpretation  of  the  statute.  Do  you  have  any 
problem  with  Erxleben  getting  this  information  from  the  parties 
that  were  involved  in  the  process,  both  the  successful  and  the  un- 
successful party? 

Mr.  Bratton.  It  would  seem  to  be  an  appropriate  thing  to  have 
done. 

Senator  Sarbanes.  This  letter  didn't  make  the  judgment.  Mr. 
Erxleben  in  the  end,  or  the  Commission  itself,  if  he  was  advising 
the  Commission,  made  the  judgment. 

Mr.  Bratton.  The  State  Police  Commission  would  have  made  the 
initial  judgment,  and  would  have  had  the  authority  to  review  any 
complaints  that  had  been  raised  and  take  whatever  action  they 
thought  was  appropriate. 

Mr.  Cole.  I  have  one  final  question  about  these  two  documents, 
Mr.  Bratton.  I'm  referring  to  Mr.  Gaines'  memorandum  of  May 
15th,  which  I  think  you  have  there,  and  then  the  May  16th  letter 
from  the  Mitchell  Williams  firm.  Is  there  anything  that  would 
make  you  believe  that  this  law  firm  turned  around  this  fairly  com- 
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plicated  opinion  letter  overnight,  as  opposed  to  having  previously 
been  asked  for  it  by  Erxleben  or  someone  on  his  staff? 

Mr.  BRATTON.  Certainly  much  more  prompt  work  than  I  nor- 
mally found  to  be  the  case  in  dealing  with  lawyers. 

Mr.  Cole.  I  was  going  to  say  I  have  drafted  a  few  of  these  in 
my  day,  and  one  of  them  overnight  would  be  an  impressive  feat — 
not  impossible,  I  suppose,  but  certainly  impressive. 

Senator  Sarbanes.  Is  it  correct  that  the  way  it's  operated  in  Ar- 
kansas that  bond  counsel  would  often  draft  bond  legislation  since 
it's  fairly  technical? 

Mr.  BRATTON.  That  was  the  rule  almost  without  exception. 

Senator  SARBANES.  There  is  no  capacity  within  the  State  bureau- 
cracy to  draft  the  bond  legislation?  It's  usually  done  by  the  outside 
counsel;  is  that  correct? 

Mr.  BRATTON.  Yes,  sir,  that's  correct. 

Senator  Sarbanes.  And  that  would  be  the  case  regardless?  I 
mean,  it  would  vary,  I  guess,  according  to  who  was  seeking  the 
bids,  and  so  forth  and  so  on;  is  that  correct? 

Mr.  Bratton.  Yes. 

Senator  Sarbanes.  OK. 

Mr.  COLE.  Just  to  follow  up  on  that,  Mr.  Bratton,  the  State  Police 
have  never  offered  bonds  before  this  particular  offer  that  we  are 
talking  about  today;  is  that  correct? 

Mr.  Bratton.  There  had  been  some  type  of  financing  done  to 
build  a  State  Police  headquarters;  but  that  may  well  have  been 
done  by  State  building  services,  rather  than  by  the  State  Police.  I 
simply  don't  recall.  But  that  would  have  been  the  only  other  in- 
stance, and  it  was  probably  done  by  building  services,  with  State 
Police  paying  rent  as  tenant. 

Mr.  Cole.  My  point  just  being  that  this  was  a  unique  situation, 
so  you  may  have  had  to  turn  to  someone  with  special  expertise,  an 
outside  law  firm? 

Mr.  Bratton.  It  was  common  in  doing  that  type  of  financing  to 
have  the  legislation  drafted  by  lawyers  who  routinely  did  bond 
work. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  When  you  drafted  this,  you  picked  the  lawyers 
for  one  of  the  bidders;  right?  There  were  a  number  of  people  who 
were  interested  in  this  project  in  early  1985;  right? 

Mr.  Bratton.  That's  correct. 

Mr.  CHERTOFF.  You  picked  one  of  them  to  have  a  lawyer  who 
would  be  the  drafter  of  the  legislation;  right? 

Mr.  Bratton.  We  didn't  pick  anyone. 

Mr.  Chertoff.  Did  they  pick  themselves? 

Mr.  Bratton.  The  Mitchell  firm  on  their  own  initiative,  as  far 
as  I  know,  drafted  the  legislation  and  submitted  it  for  our  consider- 
ation. 

Mr.  Chertoff.  But  other  firms  drafted  legislation  and  submitted 
it,  and  you  worked  with  the  Mitchell  firm  in  putting  it  together; 
is  that  right? 

Mr.  Bratton.  The  Mitchell  firm  submitted  the  draft  of  the  pro- 
posed legislation;  that  is  correct.  I  have  no  recollection  that  any 
other  law  firm  or  any  other  investment  group  submitted  a  compet- 
ing draft,  if  you  will. 
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Mr.  Chertoff.  Didn't  the  Friday  firm  also  submit  legislation  on 
behalf  of  Stevens? 

Mr.  BRATTON.  I  don't  recall  that  they  did  so.  Stevens  was  inter- 
ested. But  the  legislation  that  was  introduced,  and  passed,  passed 
without  a  negative  vote  in  either  House  of  the  General  Assembly. 

Mr.  Chertoff.  That's  not  my  question.  You're  moving  away  from 
my  question.  You're  a  lawyer.  You  understand  questions  and  an- 
swers. Listen  to  me.  Are  you  telling  us  that  the  only  firm  to  submit 
a  proposal  was  the  Mitchell  Tucker  firm  on  behalf  of  Raney? 

Mr.  Bratton.  I  don't  recall  that  the  Friday  firm  submitted  a 
competing  proposal. 

Mr.  Chertoff.  You're  telling  us  at  the  time  you  started  working 
with  the  Mitchell  Tucker  firm  on  putting  together  the  legislation, 
you  knew  they  were  working  for  Raney  and  Lasater's  bid  group? 

Mr.  Bratton.  I  had  a  general  impression  that  they  had  prepared 
the  legislation  at  the  request  of  Raney. 

Mr.  Chertoff.  So  you  knew  when  you  were  putting  together  the 
legislation  and  inviting  the  lawyers  for  the  Lasater  group  into  the 
inner  sanctum,  so  to  speak,  to  work  with  the  Governor's  office  in 
putting  together  the  package?  You  understood  that  the  lawyers  you 
were  using  were  the  lawyers  for  one  of  the  groups  among  a  whole 
number  of  groups  that  would  have  been  competing? 

Mr.  Bratton.  They  basically  prepared  a  piece  of  legislation. 

Mr.  Chertoff.  Mr.  Bratton,  don't  make  it  seem  like  you  were 
just  a  passive  actor  here  sitting  like  a  potted  plant  in  the  office 
while  people  came  in  and  did  things. 

Mr.  Bratton.  I  am  trying  to  answer  your  question.  I  did  not  sit 
down  and  negotiate  and  draft  a  piece  of  legislation  with  lawyers 
from  the  Mitchell  firm.  They  did  the  work.  They  proposed  it  and 
submitted  it  to  us.  We  went  forward  with  it  as  the  vehicle. 

Mr.  Chertoff.  You  put  the  Governor's  seal  of  approval  and 
stamp  on  that  bill;  right? 

Mr.  Bratton.  Yes,  sir. 

Mr.  Chertoff.  You  put  that  bill  in  knowing  it  was  prepared  by 
the  lawyers  for  one  of  a  number  of  competing  groups? 

Mr.  Bratton.  I  think  everybody  who  was  involved  in  the  process 
understood  that,  including  other  people  who  were  interested  in 
competing  for  the  ultimate  business. 

Mr.  Chertoff.  That's  not  what  Ms.  Wright  said  on  Thursday. 
Ms.  Wright  said  on  Thursday  she  thought  this  had  nothing  to  do 
with  the  Lasater  firm. 

Mr.  Bratton.  I  didn't  follow. 

Mr.  Chertoff.  Ms.  Wright's  testimony  last  Thursday  was  that, 
as  far  as  she  was  concerned,  the  Mitchell  firm  was  doing  this  work 
for  the  Governor's  office,  and  she  had  no  idea  that  this  was  in  any 
way  connected  with  anything  that  they  were  doing  for  Mr.  Dan 
Lasater. 

I'll  read  you  the  quote,  page  205  of  the  hearing.  Betsey  Wright: 

All  I  know  is  that  the  work  that  the  Mitchell  firm  did  at  our  request  in  working 
with  us  was  on  our  legislation  that  was  part  of  the  Governor's  package  on  the  Gov- 
ernor's initiatives.  And  it  had  nothing  to  do  with  whatever  else  they  were  doing  for 
Dan  Lasater. 

Now,  you  are  telling  us  that  you  knew  all  along  that  they  were 
working  with  you  on  the  legislation  on  behalf  of  Dan  Lasater? 
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Mr.  BRATTON.  It  was  my  impression  that  they  had  prepared  the 
legislation  for  Raney. 

Mr.  Giuffra.  Let's  put  up  DKSN  17843.  Mr.  Bratton,  to  follow 
up,  do  you  have  that  letter  in  front  of  you? 

Mr.  Bratton.  What? 

The  Chairman.  You  had  it  in  your  packet. 

Mr.  Giuffra.  The  letter  of  March  8th.  You  attended  the  meeting 
on  March  4th;  right? 

Mr.  Bratton.  Yes,  sir. 

Mr.  Giuffra.  At  that  meeting  there  were  representatives  of  the 
Lasater  firm;  right?  Mr.  Drake  was  there;  correct?  He  was  there? 

Mr.  Bratton.  That's  what  the  notes  indicate. 

Mr.  Giuffra.  Four  days  later  we  have  a  letter  from  Mr.  Lasater's 
lawyer,  Mr.  Selig,  to  you,  which  says: 
Dear  Sam: 

Enclosed  is  an  original  and  three  copies  of  an  amendment  which  will  substitute 
the  language  of  the  bill  we  discussed  over  the  phone  today  for  the  language  of  the 
existing  bill. 

This  letter  indicates  that  you  spoke  with  Lasater's  lawyer,  Mr. 
Selig,  about  the  actual  language  and  discussed  possible  changes 
with  regard  to  the  legislation,  doesn't  it? 

Mr.  Bratton.  That  indicates  I  talked  to  Mr.  Selig. 

Mr.  Giuffra.  Doesn't  it  also  indicate  that  you  discussed  changes 
in  the  legislation  with  Mr.  Selig?  You  were  negotiating  working 
with  Lasater's  lawyer  as  to  what  the  final  terms  of  the  legislation 
would  be? 

Mr.  Bratton.  No,  sir.  The  bill  that  was  introduced  on  May  1st 
was  a  shell  bill  that  appropriated  $1  to  buy  a  radio  system.  A  to- 
tally new  bill,  in  the  form  of  an  amendment,  was  adopted  and 
amended  onto  that  bill.  It  was  a  draft  that  was  prepared  by  the 
Mitchell  firm. 

Mr.  Giuffra.  The  bill  was  introduced  on  March  1st;  right? 

Mr.  Bratton.  Yes,  sir. 

Mr.  Giuffra.  You  had  the  meeting  with  Mr.  Lasater's  represent- 
atives on  March  4th;  right? 

Mr.  Bratton.  That's  what  the  notes  indicate. 

Mr.  Giuffra.  Then  Lasater's  law  firm  sent  you  a  new  version  of 
the  real  bill  on  March  8th;  right?  That's  what  this  letter  indicates, 
doesn't  it? 

Mr.  Bratton.  It  indicates  that  the  Mitchell  firm  sent  me  a  draft 
of  a  piece  of  legislation;  that's  correct. 

Mr.  Giuffra.  That's  the  legislation  that  was  introduced  by  the 
Governor;  right? 

Mr.  Bratton.  That  was  the  legislation  that  was  introduced  and 
passed;  yes. 

Mr.  Giuffra.  Let's  go  into  one  more  area  of  inquiry  and  then 
we'll  be  done.  The  legislation  gets  enacted  on  April  4th;  right? 

Mr.  Bratton.  I  believe  that's  the  date  it  was  signed. 

Mr.  Giuffra.  The  State  Police  award  the  contract  to  Lasater  on 
May  10th;  right? 

Mr.  Bratton.  That's  apparently  correct. 

Mr.  Giuffra.  Now  after  the  State  Police  awarded  the  contract  to 
Lasater,  wasn't  there  a  provision  in  the  legislation  that  would 
allow  a  review  by  the  Legislature? 
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Mr.  BRATTON.  I  believe  there  is  a  provision  that  provided  it  be 
reviewed  by  the  Telecommunications  Study  Committee,  and  prob- 
ably by  Legislative  Council. 

Mr.  GlUFFRA.  What  is  the  Legislative  Council  of  the  Arkansas 
Legislature? 

Mr.  BRATTON.  The  Legislative  Council  is  a  body — at  that  point  it 
probably  had  28  or  30  members — that  functioned  while  the  General 
Assembly  was  not  in  session.  We  have  biennial  sessions  that  last 
3  or  4  months.  And  the  Council  was  an  interim  body  of  the  General 
Assembly. 

Mr.  GlUFFRA.  So  under  this  legislation,  if  the  Legislative  Council 
did  not  approve  Lasater,  Lasater  would  not  get  the  contract;  right? 

Mr.  BRATTON.  The  Legislative  Council's  authority  was  review 
and  advice. 

Mr.  GlUFFRA.  But  you  needed  to  get  their  approval  in  order  for 
Lasater  to  get  the  contract;  right? 

Mr.  Bratton.  It  would  have  been  possible  to  go  forward  without 
favorable  Council  action. 

Mr.  GlUFFRA.  But  didn't  you  try  to  get  the  approval  of  the  Legis- 
lative Council? 

Mr.  Bratton.  Yes. 

Mr.  GlUFFRA.  Isn't  it  correct  that  you  initially  did  not  get  the  ap- 
proval of  the  Legislative  Council  for  the  Lasater  bid? 

Mr.  Bratton.  I  don't  recall.  There  was  a  question  in  my  deposi- 
tion last  week  that  indicated  that  initially  there  were  more  favor- 
able votes  than  negative  votes,  but  it  was  short  of  the  majority  re- 
quired for  favorable  action  by  Legislative  Council. 

Mr.  Giuffra.  Let's  put  up  on  the  Elmo  DKSN  18182.  This  is  a 
memo  from  Betsey  Wright  to  Governor  Clinton  re:  Knox  Nelson, 
State  Police  Communications.  Who  is  Knox  Nelson? 

Mr.  Bratton.  He  was  a  Senior  Senator  and  Chairman  of  the 
Telecommunications  Committee. 

Mr.  GlUFFRA.  So  he  was  an  important  Senator  in  terms  of  getting 
the  approval  of  the  Legislative  Council;  right? 

Mr.  Bratton.  Yes. 

Mr.  GlUFFRA.  The  chairmen  of  committees  are  normally  fairly 
powerful  people;  right? 

Mr.  Bratton.  Yes. 

Mr.  Giuffra.  Both  in  Congress  and  in  the  Arkansas  Legislature. 
According  to  this  memo  from  Betsey  Wright,  who  was  M-a-h-1-o-n? 
Did  he  work  for  the  Governor?  Was  he  a  lobbyist? 

Mr.  Bratton.  Mahlon  Martin  was  Director  of  the  Department  of 
Finance  and  Administration. 

Mr.  Giuffra.  He's  advising  Ms.  Wright  "that  Senator  Knox  in- 
tends to  call  a  special  meeting  of  his  Telecommunications  Study 
Committee,"  and  he  is  aiming  for  not  letting  the  contract  with  the 
investment  firm  that's  been  approved  by  the  State  Police.  Rather, 
what  he'd  like  to  do  is  have  this  funded  through  the  State  Pension 
Fund;  isn't  that  right? 

Mr.  Bratton.  That's  what  the  memo  says. 

Mr.  Giuffra.  Do  you  recall  this  issue  coming  up  on  May  13th? 

Mr.  Bratton.  I  have  some  general  recollection  that  Senator  Nel- 
son had  problems  with  the  proposal. 
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Mr.  GlUFFRA.  Did  you  discuss  those  problems  with  anyone  from 
the  Lasater  firm? 

Mr.  Bratton.  I  don't  recall  that  I  did. 

Mr.  GlUFFRA.  This  memo  indicates  that  Ms.  Wright  contacted 
Mr.  Drake,  who  worked  at  the  Lasater  firm;  right? 

Mr.  Bratton.  That's  what  the  memo  says. 

Mr.  GlUFFRA.  The  memo  does  not  indicate  that  she's  talking  to 
anyone  else  about  the  problem  they're  having  with  Senator  Nelson; 
is  that  right? 

Mr.  Bratton.  No. 

Mr.  GlUFFRA.  Am  I  correct  that  you  then  undertook  to  lobby  the 
Legislature  in  order  to  get  the  approval  of  the  Lasater  firm;  isn't 
that  right? 

Mr.  Bratton.  I'm  sure  we  did. 

Mr.  GlUFFRA.  And  Governor  Clinton  lobbied  to  get  the  approval 
of  Lasater  through  the  Legislature;  isn't  that  correct? 

Mr.  Bratton.  I  don't  recall.  But  I  am  sure  we  would  have  made 
efforts  to  try  and  get  favorable  action. 

Senator  Sarbanes.  On  what? 

Mr.  Bratton.  On  getting  the  contract  that  the  State  Police  had 
awarded  approved. 

Senator  Sarbanes.  And  was  the  contract  Raney,  Hutton,  and 
Lasater? 

Mr.  Bratton.  That's  correct. 

Senator  Sarbanes.  So  it  was  that  consortium? 

Mr.  Bratton.  That's  correct. 

Mr.  GlUFFRA.  To  sum  up,  when  there  was  a  problem,  there  was 
a  problem  that  arose  with  Senator  Nelson;  right? 

Mr.  Bratton.  That's  what  the  memo  indicates. 

Mr.  GlUFFRA.  The  memo  indicates  that  Ms.  Wright  alerted  Mr. 
Lasater's  agent  with  regard  to  the  problem;  right? 

Mr.  Bratton.  That's  what  the  memo  indicates. 

Mr.  GlUFFRA.  Then  the  action  that  was  taken  was  that  the  Gov- 
ernor's office  lobbied  the  Legislature  to  make  sure  that  Lasater's 
bid  would  get  the  necessary  approval;  right? 

Mr.  Bratton.  No,  sir.  We  lobbied  the  Legislative  Council  to  get 
Council's  favorable  action  on  a  decision  that  had  been  made  by  the 
Arkansas  State  Police  Commission  so  we  could  go  forward  with  the 
acquisition  of  a  radio  system.  We  would  have  done  the  same  thing 
if  the  Capital  Group  or  Stevens,  Inc.,  or  anyone  else  had  gotten  the 
bid  based  on  the  decision  of  the  State  Police  Commission. 

Once  they  had  made  that  decision,  then  we  would  have  taken  the 
same  action  in  trying  to  secure  Legislative  Council's  favorable  ac- 
tion. It  had  nothing  to  do  with  the  fact  that  the  Lasater  firm  was 
one  of  three  in  that  consortium. 

Mr.  GlUFFRA.  How  do  you  know  that? 

Mr.  BRATTON.  Because  I  know  how  we  did  business. 

Mr.  GlUFFRA.  Wasn't  it  also  true,  sir,  that  you  were  alerting  the 
Lasater  firm  when  the  problem  was  arising? 

Mr.  Bratton.  The  memo  indicates  that  Betsey  Wright  had  made 
Mike  Drake  aware  that  Senator  Nelson  had  some  concern  about 
the  proposal. 

Mr.  Giuffra.  No  further  questions. 

The  Chairman.  Senator  Sarbanes. 
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Senator  Sarbanes.  I  don't  think  we  have  any  questions. 

The  Chairman.  I  want  to  thank  the  panelists  for  participating. 
We  stand  in  recess  until  tomorrow  at  10:00  a.m. 

[Whereupon,  at  6:35  p.m.,  the  hearing  was  recessed  until  10:00 
a.m.  on  Wednesday,  May  1,  1996.] 

[Appendix  supplied  for  the  record  follows:] 


41-383    97-30 
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fWt  nt)i*" 


Didn't  have  lanje^ocaine  dealings 
with  Roger(Clin  ton^lawyer  testifies 


aiAHa 


HOT  BIT!  I  MIS  —  8am  Anderaon 
Jr  ,  ■  Hot  Spring*  lawyer  charge-' 
wild  distributing  cocaine  and  con 
•piracy  to  dlttrlhul*  cocaine,  look 
(ha  iland  In  .hie-  own  dafenee  - 
Wednesday  and  denied  allefatlone 
lie  had  purchased  Ihouaanda  of 
dollar*  -vorlh  of  cocalna  from 
Rater  Clinton. 

Both  (Idea  have  now  reateil  and 
lt>*  caa*  will  go  lo  Hi*  Jury  today 
Federal  Judge  Or:n  llarrte  kept 
court  In  teaalon  Wedneedey  until 
after  6  h  m.  to  allow  the  defence  lo 
complete  IU  preaenlatlon. 

The  government  haa  charged 
that  bat  wean  November  1083  and 
June  1084.  Anderaon  paid  132,000 
lor  cocalna  lo  finger  Clinton,  who 
la  the  younger  brother  of  Governor 
ni|l  Clinton,  and  Maurice  Rod 
rtgitei,  a  Colombian  national  living . 
in  New  York  City  Clinton  haa  lea- 
llfled  he  waa  the  go  between  for  a 
majority  of  the  purcli****  Clinton  -j 
and  Rodrlguei  have  pleaded  guilty 
lo  dntg  charge*  and  have  been  een- 
lanced  to  federal  prlaon  larma.  - 

Sara  wllaeoea*  lying 

Andaraon  admitted  that  ha  uiad 
riwalno  »nrl  »ev»  u  (n  fn»»-j.  «... 
I  laaid  ne  did  not  aall  l he  drug  aa  aev- 
"— .1  T'rrc:d-i  •.,.,  ••  i>i,i.=W 
Whan  United  rlt«ie*  Attorney  W, 
Aaa  Hutchlnaon  aakad  Anderaon 
abro'Vaoma  epeclflc  allagallona  by 
wltneaeee,  Anderaon  aald  they  ' 
war,*  lytng. 

J i  aald  hie  encetne  piirchaaee 
i  Clinton  were  far  below  the- 
ree  uaed  by  I  he  government 
and  thai  the  drug  waa  Intended 
only  far  hie  pereonal  uaa.  Ander- 
iok  waa  oeked  by  Hutchlnaon  If  h* 
had  other  oourcee  for  cocalna  and 
ha  aald  ha  had  made  email  pur- 
cheeee  from  Curt  I*  (ChuckJ  Berry, 
who  laid  In  leatlmony  Tuoeday 
that  ha  waa  a  chauffeur  for  Den." 
1  »*ater,  a  Uitle  Rock*  buelneoerl 
man.  Hutchlnaon  aakad  Anderaon, 
uki    iti.i     ,t  .      ■i.'n — ^± 


'I   ' 


If  ha  had  oii.ei  toiircci  end  ha  aald 
"none  otlii  .  .  i.;>.n*  to  mind  " 

Andereaii  n*iil  he  beg*n  \i*|ng 
rocaln*  In  I  >8  I  ir  1083  *nd  he  aald 
It  waa  Hog  r  1  Union  who  fi*d  first 
offered  hi...  Ill*  cinig  He  aald  he 
and  riinto.-   » •••  e  lor  -  time  friend* 

.  and  often -•!.  i  in  n||..  cluba  In  llol 
Sprlnga  *li  I  tint  the  offer  of  co- 
caine "wo.  1 1  uaueily  happen  late 
In  the  evening  after  w*  had  bean 
drinking  fill  I.. .lie  Um(  " 

Anderao.i  i'llil  l}la  conaiimpllnn 
nf  the  dn.i(  In)  reaaed  and  he  no- 
ticed It  *■•  Having  an  affect  on  Ida 

-health  "I  ,'n*  living  lo  go  non- 
•lop.  aroiliMl  lite  a.ock.  and  It  be- 
gan lo  cati  i<  Hit  with  me,'  he  teell- 
fled 

Anderao.i  mid  lie  had  met  Hod 
rlguet  tlir  -if It  Ilogtr  Clinton  and 
another  f.  I.  nd  lam  Crewa  lie 
aald  he  wi.«  l.ild  Ijodrlguei  waa  a 
chef  and  IIihI  l.i*  name  waa  Mau- 
rice Weal  Anderaon  *al<l  ha  had 
neve   .  pu.  •  iinaed  I  cocaine     from 

Hodrlguei i  liadlnot  baen  aware 

Roilrlguei  b  .1.1  i  he  drug 

'  '^'M-iilod arranged 

In  the  •..m.i.-r  4(1.84.  Ander_ 
eon  aald  l«r>|r>r  Clinton  contacted 
him  and  loin  him  that  ha  had  lo  aee 
him  Tliey  .nanged  lo  meal  In  a 
boat  on  I  i«  Hamilton  oeceiiM 
Clinton  i«  •  Him  t  wjnt  ••:  >> 
aean  In  a  |  untie  place  with  Ander- 

WtfM.  >1*C   •  •        |i.    itltlllW. 

— Anderaon  it.1.1  Clinton  told  him- 
Ihat  he  iiuii  uen  approached  by 
Stale  Pollc ..  ii.veellgotore  and  that 

'he  wee  "vi  ',  -.ery  (Tightened  •  •  *, 
totally  frl,.idcned  u» [death, '  He" 
eald  Cllntt .«  uil.irmed  him  that  tl 
lnvaetigeti.14  ".anted  to  "eel  upl 
three  peppm  —  Cllnton'e'  drug  eup] 
pilar,  And  .ia.*»  and  Leeaier  An| 
daraan  ••!.!  I  hat  during  Ihe  Laki 
Hamilton  imatlnf  ha  had  eeen 
unmarked  t*t  coming. along  tha| 
•horcllne ." 

After.lli.il  rimvereallon,  Ander- 
aon *ald  Cil.iluii  called  him  on  the 
phnnrf  '"a.i  I  ilaluod  .eateneively 

. about 'eocui.w.  It  «ai  obeloua  to 
ma  that  hi.  iiaJ  been  Inatructed  lo 

1 1  ■  ■  i  .  .  a  •■Tsn. Tv-i . .  ..  1 1 


do  *o  *  *  *,  that  he  wanted  to  Impli- 
cit* ma  over  tha  telephone."  I 

Anderaon   aald   that   Qlhaj  Can- 
ada, 23,  of  Hot  Spring*,/  whom  he 
dxed  for  a  time  In  1083  ''had  not  ■"■ 
been  truthful  with  (hie  jury  "  In  her  ' 
testimony    Canada  teatlfled  (Tuee-  ' 
-day-  that  ahc  tred-uaed  coca  Ink  that  "; 
Anderaon  had  provided  and  had 
aeen  him  aell  Ihe  drug  on  twojocca-  -■ 
•  lone.  He  aald  that  Canada  accom- 
panied him  on  a  trip  to  Europe  In  '  - 
I0H3   and  (r-al  their  reUtlcauhlp 
Yed  been  "airalned"  baftjrej  their 
departure  "and  In  Europe})  It  got 
•one."  He  *ald  that  he  terminated   ' 
their  reletlonehlp  becauee  Canada  \ 
"had   a   bad    habit   of   coneumtng  ) 
large   quantities    of    alcohol,   wej  *! 

abraalva  and  violent.",  i    .  '  , 

•i 

Trieo  to  a  bow  waerwahouU         ! 

llalng  hie  deak  calendar*,  credit  J 

card  all  pa  and  telephone  billai  An:  4 

deraon  attempted  to  eataiillih  hla  Z 

whereabouta  on  the  approalmau  J 

datea  In  which  the  government  al-r 

legea  that  varloua  dnj(   trenaac  l 

(lone  were  made.  Me  tdmltted  the  j 

Information  would  ncri/account  foil  - 

-hie  *f  lion,  "every  hogr  of  Ihk  day  ) 
and     night'''    Defenae     atUrney/ 

'  Floyd  Clardy  of  Bryant  laid  il  had  i 
bean  difficult  to  compile  Ihe  lofor-  j 
matlon   "becauee  every,  limit   we  I 

'.::.ii    the    j-v  •  .~r..TI«r<i    wneiaa  |Aii-  I 
dereonl    waa     ih»v    »fc«m«;»«4    ••>•  . 
notee'   of  ina  alleged  offenaaa  for  \ 
^whlorrAndenonle-chergad.    |  | 

Tha  government  did  drop  one  > 
count  of  the  Indictment  thai  ai-  I 
leged  Andereon  dletrtoule^  CO-  , 
calne  on  June  27,  I084,\af»r  he  ' 
ehowed  thet  he  had  boon  In  Fort,  • 

.Worth  on  (hat  date.  \ f  . 

Anderaon  wea  aakad  about  a  ; 
Chrlatmea  parly  ha  la  alleged  lo  > 
have  held  at  hla  home  In  Hot  ! 
Springe  December  18,  1088,  during  \ 
which  Roger  Clinton  allegedly  do-  • 
llvered  cocalna  ha  had  picked  up  • 
from  Rodrlguec  In  Near  York  City.  I 
Andaraon  eeid  he  didn't  retail  the  ( 
event.  "1  might  have  had  •  party 
thai  night,  but  I  juat  can't  recall,'.'  I 
he  leallf led.. 


\A 
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Lasater  &  Company 

i  \  v  i:  is   r  \i  i:  \  i      it  i  \  u  i:  it  »> 


Augusc    21.     1985 


Mr.    Paul    Young 

Vice ^President 

T.  /.  Raney  4  Sons 

Investment  Bankers  \ 

3600  Can ere 11  Road  \       \ 

Pose  Office  Box  3647  \ 

Little  Rock.  Arkansas   72203 

/ 
Re:   Arkansas  Scace  Police  Communications 

I  financing  Expenses 

/Dear/Paul:  i 

I    /  \ 

Lasaxer  &  Company  submits  che  fallowing  expenses  for  reimbursement 

ion  dhe  referenced  transaction  1 

1     I  !    i 

\  j  Travel,  encercainmenc  an>>   miscellaneous:   $    750.00    |    , 

!  !  Legal,  organizational  an.,  miscellaneous:   $26  .  500 .  00    / 

i  I  ; 

'•  I  Total:  $27,250.00 

\  i 

Thank,  you  in  advance  for  your  enthusiastic  support  of  our  efforts. 

v.        \ 
Sincerely, 


iincereiy . 

If  \n\hl)%  f 

Senior "V*ce   President 

MJD/jp 


'..I     »"»  >••*<    MS-.im.iijI   «    \  I  1 


L. 


/? 
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I  —  IPfm  It 

Mitchell.  Williams.  Sti  i<».  .Iaiumin  a   T.iCKni 


March    15,    1985 


Mr.  Michael  Drake 
Senior  Vice  President 
Lasater  and  Company 
312  Louisiana  Street 
Little  RQCk.  AR  72201 


Re:   Legal  Servic as  Performed 
through  February  28,  1985 


198S  LEGISLATION  ADVICE 


PILE  HO.  6039-5   -   LEASING  PROP >S  U. 
.  FEES: 
'  EXPENSES: 
TOTAL  AMOUNT: 


""""•  6039- 


S    3,979.00 
342.51 

r 

S    4.321.5] 


$    4,081.00 
9J2.09 


TOTAL  AMOUNT  DOE: 
PREVIOUS  BALANCE: 
TOTAL  AHOUT  DUE: 


$  9,314.60 

22,836.33 

S32. 150.93 


(ITEMIZATION  ATTACHED) 


tmimum 

iw-m  mu 


Mncaiu.  Viiun  i.  :<>U9.  J><im«  a  Tucac* 


7- 
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Mitch ei  i.,  Wn  i  ians,  ht.i  !<•.  Ui  hm>n  a.  I  ■■■  «•  u 
STATEMENT    OF    SERVICES    RENDERED    A.'.    OF     2/2H/»i5 


CLIENT         60J'J       -       I.ASATER    I    L^  P/ NY 
MATTER  4       -       1985    LEGISLATION 


ADVICE 


DATE 
2/15/85 


2/1(8/85 
2/^19/85 
2/20/88' 
2/21/85 


1    > 
2/22/85 

2/24/85 
2/25/85 

2/26/85 
2/27/85 


SERVICE  PEHFORMt  3 

INTRAOFFICE  GONF SfcENCE  ANNE  RITCIIEY  AND  JOHN  SEI.IG 

TELEPHONE  CONFER  ^NCE  WITH  MICHAEL  DRAKE 

TELEPHONE  CONFER  iNCE  WITH  WOOTEN  EPES 

CONFERENCE  WITH  ICrfN  SELIG  AND  ANNcI  RITCHEY 

CONFERENCE  WITH  1C 3TEN  EPES 

INTRAOFFICE  CONFKRfCNCE  ANNE  RITCHEY  AND  BILL  WOODYARD 

\ 
TELEPHONE  CONFERilN.  .E  WITH  MICHAEL  DRAKE        \ 

I 
CONFERENCE  WITH   iAU  MOUDY  I 

CONFERENCE  WITH  .lOll  NASH 

CONFERENCE  WITH   .Ei.DON  DANIELS  j 

ATTEND  INSURANCE  AUD  COMMERCE  COMMITTEE  MEETING 

REVIEW  STEPHENS  .  N'.'S  ADFA  BILL  AND  DRAFT 
MEMORANDUM 

TELEPHONE  CONFER)  N^  E  WITH  FIRST  PYRAMID 

IJlTRACFi'^'E  COlici  Ri.iiCZ    BILL  buuuiASu  AtJU  ANNE  RITCHEY 

DELIVER  DOCUMENT:   TO  DAN  MOUDY  AND  MICHAEL  DRAKE 

TELEPHONE  CONFERINi  ES  WITH  LAUREL  ESTERLEIN  RE 
PROPOSAL 

TELEPHONE  CONFER  I  N<  E  WITH  DAN  MOUDY 


I  1 


7t 
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MlTCIIEI  I..  Wl  I.I.I  a  Mi.  StIK..  JaiHviN  A    Till   OH 

STATEMENT  CF  SERVICES  RENDERED  \£.  OF  2/28/85 
CLIENT    6039   -   LASATER  u    COM-'* '« 
MATTER       5   -   LEASING  PROPO  JAf. 


DATE 
2/25/85 


2/26/85, 


2/2  7/85 


SERVICE  PERFORMS) 

INTRAOFFICE  CONFlCRoNCE  ANNE  RITCIIEY,  JOHN  6ELIG 
AND  W.  C.  BARRIElt 

TELEPHONE  CONFER. :N-:E  WIT!I  LAUREL  ESTERLEIN 

REVIEW  AND  REVIS  Oil  OF  LEGISLATION 

\ 
PREPARE  BILL  FOR  DELIVERY  TO  E.  F.  HUTTON  IN 
NEW  YORK 

CONFERENCE  WITH  i'AIIL  YOUNG  &  MICHAEL  DRAKE 

CONFERENCE  WITH  MESSRS.  DRAKE  AND  YOUNG         \ 

\ 
INTRAOFFICE  CONF  Ri.NCE  ANNE  RITCHEY  AND  JOHN  SELIG 

CONFERENCE  WITH  I.ESSRS.  DRAKE  AND  YOUNG 

CONFERENCE  WITH  <  Oi..  GOODWIN  ' 

CONFERENCE  WITH  I  I.  HAEL  DRAKE,  PAUL  YOUNG.  BOB 
SNYDER  AND  JOHN  :  Et.IG 


77 
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I—  Orril.n 

Mitchell.  Williams,  Sti  i«>,  .Uckson  (     I  ncxeii 


I  ITTLJ    RoCB,  AmiHMI    7JJ.II 


Mi .  Michael  Drake 
Senior  Vice  President 
Lasater  &  Co. 
312  Louisiana  Street 
Little  Hock,    AR  72201 


February  20,  1985 


Re:   Legal  Service:.  Performed 
through  Janua.y  31,  1985 


6039- 


i    i 


PILE  NO.  6039-4   -   198'.  LEGISLATION  ADVICE 


EXPENSES: 


TOTAL    AMOUNT: 


\ 
$17,647.00 

676.  13 

r 

S18,323.L'3 


FILE    NO.     6039-5       - 

FEES: 
EXPENSES : 
TOTAL    AMOUNT: 

TOTAL    AMOUNT    DUE: 


LEA!  IliG    PROPOSAL 


S     4 , 154 .00 

359 . 20 

S     4.511     20< 

$22,836.33 


(Itemization  attached) 


Mitchell.  Williams    St  lit.     Uckson  &  Tiickei 


7? 
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Mitchell.  William*,  Sbi  h..  .Uoksun  3i  lire  ki  « 
STATEMENT  OF  SERVICES  RENDERED  \<  OF  1/11/H5 
CLIENT   6039   -   LASATER  AND  CC'41'ANY 
MATTER      4   -   1985  LEGISLATIVE.  ADVICE 


DATE       SERVICE  PERFORMED 
1/04/85    TELEPHONE  CONFERENCE  VI  HI  MICHAEL  DRAKE 
1/07/85    TELEPHONE  CONFERENCE  U  Til  MICHAEL  DRAKE 

I  TELEPHONE  CONFERENCE  WITH  E.  F.  HUTTON  PEOPLE 

INTRAOFFICE  CONFERENC J  JOHN  SELIG  AND  ANNE  RITCHEY 
/        TELEPHONE  CONFERENCE  VI TH  E.  F.  HUTTON 


l/fOS/86 


INTRAOFFICE  CONFERENC •:  i/ITII  BILL  WOODYARD,  ANNE 
RITCHEY  AND  JOHN  SELI  \ 

TELEPHONE  CONFERENCE  i/ITH  MICHAEL  DRAKE 

REVIEW  E.  F.  HUTTON  D iCUMENTS 

CONFERENCE  WITH  ANNE  :I  'CHEY 

CONFERENCE  REGARDING   'OLITICAL  CONCERNS 

LEGAL  RESEARCH  REGARD i  N ;  ISSUES  PRESENTED  BY 
HUTTON  PROPOSALS 

INTRAOFFICE  CONFERENC  :  ANNE  RITCHEY  AND  JOHN  SELIG 

LEGAL  RFSFARTH  R^nnpnH:  50MD  AUTHOR TTTES 

QUESTIONS 

INTRAOFFICE  CONFERENC::  '^NN^  RITCHEY,  JOHN  SELIG, 
BILL  WOODYARD  RE  PROP  'Si'.D  LEGISLATION 

ATTEND  MEETING  ON  ECO.IOMIC  DEVELOPMENT 
LEGISLATIVE  PROPOSALS 

TELEPHONE  CONFERENCE   ir.MI  MICHAEL  DRAKE 

CONFERENCE  WITH  ANNE  .I'CHEY  AND  JOHN  SELIG 

TELEPHONE  CONFERENCE  H  'H  MICHAEL  DRAKE 

INTRAOFFICE  CONFERENC  I  HE  LEGISLATION 

CONFERENCE  WITH  MICHAEL  DRAKE  AND  E.  F.  HUTTON 


ft* 
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Mitch  ILL.  Wii.i.ian:,,  Sel.li..  .I*«  kxin  A  Tin.,  tn 
STATEMENT    OF    SERVICES    RENDERED       S    OF    1/11/85 
CLIENT      60  3  9       -       I.ASATER    AND    CO.  IP/vNY 
MATTER  1       "       1?85    LEGISI.ATI    E    ADVICE 


1/11/85 


DATE       SERVICE  PERFORMEI 

TELEPHONE  CONFERENCE  II PH  MICHAEL  DRAKE 

/   TELEPHONE  CONFERENCE  I  ITII  MR.  MEfi 
/ 

CONFERENCE  WITH  MR.  Dl  A^ E 

WQRK  ON  PROPOSAL 

CONFERENCE  WITH  HUTTOI  1  EOPLE 

l/j/o/85  /  CONFERENCE  WITH  E.  F.  HUTTON  &  LASATER  PEOPLE  TO 
PREPARE  FOR  PRESENTATI Oil  TO  THE  GOVERNOR 

ATTEND  PRESENTATION  TO  'J HE  GOVERNOR 

CONFERENCE  WITH  LAS ATI R/ HUTTON  WORKING  GROUP  AND 
GOVERNOR'S  STAFF 

CONFERENCE  WITH  LASATI R  i    HUTTON  PEOPLE 

CONFERENCE  WITH  MESSRS .  DRAKE  AND  NASH 

INTRAOFFICE  CONFERENCE  ..OHN  SELIG,  ANNE  RITCHEY 
AND  BILL  WOODYARO 

DOCUMENT  PREPARATION  >  «J  REVIEW 

TELEKHONE  CONFIDENCE  V.  CI  H  MICHAEL  DRAKE 

TELEPHONE  CONFERENCE  U  [TH  LAUREL  ESTEBLEIN  RE 
DRAFT  OF  LEGISLATION 

INTRAOFPICE  CONFERENCE  I- ILL  WOOYDARD,  JOHN  SELIG, 
AND  ANNE  RITCHEY  RE  PS  M  OSAL  TO  GOVERNOR 

REVIEW  PROPOSED  LEGISI \TION 

REVIEW  LEGISLATION 

TELEPHONE  CONFERENCE  Willi  MICHAEL  DRAKE 

TELEPHONE  CONFERENCE  In  ITU  PATSY  THOMASSON 

TELEPHONE  CONFERENCE  fc  ITU  MICHAEL  DRAKE 

TELEPHONE  CONFERENCE  UITH  MICHAEL  DRAKE 


1/12/85 
1/13/85 


!  i 

l/H/85 


S7 
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Mitchell.  Williams,  bei  !■•. -Iai  ii>oN  A   I'"     *■' 
STATEMENT    OF    SERVICES    RENDERED    .S    OF    1/31/05 
CLIENT       6039       -       I.ASATER    AND    COI  P'.NY 
MATTER  4       -       1985    t.ECI  SLATI'E    ADVICE 


DATE  SERVICE    PERFORME! 

CONFERENCE    WITH    JOHN    !  E;  IG.     PAT    MORAN    AND    ANNE    RITCHEY 
/     WORK    ON    LEGISLATION 
/  TELEPHONE    CONFERENCE    Ir-I'l'll    MR.     9EALE 

/  REVIEW    PROPOSED    LECISI  A'J'ION 

/ 

TELEPHONE  CONFERENCE  H'.ll  LAUREL  ESTERLEIN 

/  REVISE  PROPOSED  LEGISI  MTON 

/   REVISE  GUARANTY  BILL  \ 

DELIVER  MEMORANDUM 

DRAFT  MEMORANDUM  TO  MR .  MASH  AND  WORK  ON 

RESPONSE  TO  HIM  I 

/ 

CONTINUE  REVISION  OF  F  K.POSED  GUARANTY  BILL 

INTRAOFFICE  CONFERENCE  E.ILL  WOODYARD  AND  PAT  MORAN 
RE  LEGISLATIVE  MATTERS 

■CONFERENCE  WITH  MICHAEL  ORAKE 

I"TS.*.OrFICE  COVFEPEVCE  W'V  ST'  Tri       *NNE  OTTTHP".  h   M' 
>   MITCHELL  ANu  tsILL  WOOD.'AitD 

TELEPHONE  CONFERENCE  W ETil  MICHAEL  DRAKE 

TELEPHONE  CONFERENCE  W:T,i  MICHAEL  DRAKE 

PREPARE  AND  TRANSMIT  LEGISLATION 

TELEPHONE  CONFERENCE  WITH  MICHAEL  ^P.AKE 

TELEPHONE  CONFERENCE  W  Til  MICHAEL  DRAKE 

1/16/85    TELEPHONE  CONFERENCE  W  Til  MR.  JAMES 

INTRAOFFICE  CONFERENCE  B CLL  WOODYARD.  JOHN  SELIG, 
;    i      AND  ANNE  RITCHEY 

!  I 

j  i     TELEPHONE  CONFERENCE  W  T.I  MICHAEL  DRAKE 

TELEPHONE  CONFERENCE  W  111  MICHAEL  DRAKE 
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Mitchell,  William*.  Sitl.iii.  .I»ck».in  A  1  n-  hi  m 
STATEMENT  OF  SERVICES  RENDEREC  A3  OF  1/31/B5 
CLIENT   6039   -   LASATER  AND  C 5HPANY 
MATTER      *       -   1985  LEGISLA7 tVE  ADVICE 


DATE       SERVICE  PERFORM  X 

TELEPHONE  CONFERENCE  WITH  MICIiAEL  DRAKE 
TELEPHONE  CONFERENCE  U  CTI!  LAUKEL  ESTERLEIN 
ATTEND  MEETING  ON  LE  JI.JLATIVE  MATTERS 
/       DELIVER  PACKAGE  FOR  tR   WOOD YARD 
1/17/85    TELEPHONE  CONFERENCE  WITH  MICHAEL  DRAKE 
/      /    INTRAOFFICE  CONFERENCE  BILL  WOODYARD  AND  ANNE  RITCHEY  , 
/  CONFERENCE  RE  LEGISL >T  ON  \     I 

I     f     CONFERENCE  WITH  MICH-.EL  DRAKE  |    ! 

i 
CONFERENCE  WITH  JERR  ."  .TACKSON,  JOHN  SELIG,  BILL  WOODYARD 

I     !      AND  ANNE  RITCHEY 


l>18/85 


REVIEW  REVISED  DFA  B  Li.  FOR  GOVERNOR'S  OFFICE 
PREPARE  REVISED  BILL   TOR  DISTRIBUTION 


INTRAOFFICE  COHFEREN  E  ANNE  RITCHEY.  BILL  WOODYARD  ANO 
PAT  MORAN 


INTRAOFFICE  CONFERENCE  JOHN  SELIG.  BILL  WOODYARD  AND 
ANNE  RITCHEY 

REDRAFT  LEGISLATION 

INTRAOFFICE  CONFEREN  E  JOHN  SELIG  AND  ANNE  RITCHEY 

TELEPHONE  CONFERENCE  WITH  MICHAEL  DRAKE 

INTRAOFFICE  CONFERENCE  PAT  MORAN  AND  BILL  WOODYARD 
RE  LEGISLATIVE  MATTE  S 

TELEPHONE  CONFERENCE  WiTH  MICHAEL  DRAKE 

i  j       CONFERENCE  WITH  JOHN  SiXIG  AND  ANNE  RITCHEY 

1/19^85    TELEPHONE  CONFERENCE  WiTH  GOVERNOR'S  OFFICE 

TELEPHONE  CONFERENCE  WITH  MICHAEL  DRAKE 


V 
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Mitciiki.l.  Wn  i  i»n».  Sei.ii..  .I»i  m»oh  ^  Tw  .  mi 
STATEMENT  OF  SERVICES  RENDERED   S  OF  1/31/85 
CLIENT   6039   -   LASATER  AND  COl  .P..NY 
MATTER      «  ~       1585  LEGISLATIVE  ADVICE 


DATE       SERVICE  PERF0RME1 

1/21/8  5   .TELEPHONE  CONFERENCE  I  fill  MR.  NEPTUNE 

1/23/85/   REVIEW  GOVERNOR'S  PROI  O:  AL 

/     TELEPHONE  CONFERENCE  II".  II  MICHAEL  DRAKE 
/ 
/      DRAFT  DOCUMENTS 

/       PREPARATION  FOR  CONFEI  C1JCE 

/      I    TELEPHONE  CONFERENCE  V  ITH  GOVERNOR  CLINTON'S  OFFICE, 

1/2*4/85/   CONFERENCE  WITH  LASATI  R  AND  E.  F.  HUTTON  \ 

CONFERENCE  WITH  JOHN  £  El  IG  AND  ANNE  RITCHEY  \ 

CONFERENCE  WITH  MESSRS  DRAKE,  ET  AL. 

i       ; 

INTRAOFFICE  CONFERENCE  J  NNE  RITCHEY,  ROBERT  THACKER 
\  AND  JOHN  SELIG  RE  BONC  S 

CONFERENCE  WITH  LASATf  *  'WD  HUTTON  REPRESENTATIVES 

TELEPHONE  CONFERENCE  WITH  MR.  POTTS  RE  LEGISLATIVE 
BOOKLET 

HT^pmh  MEETING  ON  LE*;!  5!  r.TTVS  ."..*. TTSr.C 

_"_":;. '^.?.£.'.'_Z  .'.".".".'.    ~.\-n*'L   .  -»i»i»  uuTTOri  KiuARUimi 
LEGISLATIVE  MATTERS 

LEGAL  RESEARCH  REGARDING  SCHOOL  REVOLVING  LOAN  FUND 
1/2S/85    LEGAL  RESEARCH  REGARDMC  RADIO  EQUIPMENT  LEASE 
1/28/85    TRANSMIT  DOCUMENTS  TO  51  EVE  BENDER 

RESEARCH  ON  LEASE 

CONFERENCE  WITH  THOMAS  SON.  MOUDY  AND  DRAKE 
1/29/85    RESEARCH  RE  STATUTORY  UTHORITY 

1/301/85    REVIEW  AND  RESEARCH  SI  V!  UTES 

!  ' 
1/311/85    TELEPHONE  CONFERENCE  Mill  MR.  BEALE  AND  MS.  ESTERLBIN 
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MlTCUKi  I.. Williams.  Sti.ni..U.  ksi.n  A  Tin  i  Eli 
STATEMENT  OF  SERVICES  RCUDCRED  Al  i)K  1/11  'HS 

CLIENT   6039   -   I.ASATER  AND  COM  'A.JY 

MATTER      5   -   LEASING  PROPOSA.. 


DATE 
1/08/85 


1/09/85 

/ 


1/10/85, 


1/24/85 


SERVICE  PERFORMED 

LEGAL  RESEARCH  REGARDING  ISSUES  PRESENTED  BY 
MUTTON  PROPOSALS 

LEGAL  RESEARCH  REGARDI  IG  BOND  AUTHORITIES 

TELEPHONE  CONFERENCE  R  :G'\RDING  LEGISLATIVE 
COUNCIL  MEETING 

ATTEND  LEGISLATIVE  COU  ICiL  MEETING 

CONFERENCE  WITH  MR.  DR.  KK 

CONFERENCE  WITH  E.  F.  1  UTTON  AND  LASATER  PEOPLE 
TO  PREPARE  FOR  PRESENT.  T I  ON  TO  THE  GOVERNOR 

CONFERENCE  WITH  LASATE1  /MUTTON  WORKING  GROUP 
AND  GOVERNOR'S  STAFF 


CONFERENCE  WITH  LASATE1    ND  MUTTON  PEOPLE 
I 

1/33/83    CONFERENCE  WITM  LASATE).,  MUTTON  AND  RANEY 

CONFERENCE  WITH  MESSRS   I  RAKE,  LOCKE,  ET  AL. 

INTRAOFFICE  CONFERENCE  AI.NE  RITCHEY,  JOHN  SELIG 
.  AND  BILL  WOODYARD 

TELE°!ic:;t  COUK"?:::^-!:  ::.?:.   lau;jcl  zsitRLLi* 

CONFERENCE  WITH  LASATE1   ,-ND  E.  F.  HUTTON 

CONFERENCE  WITM  MESSRS   hRAKE,  ET  AL. 

INTRAOFFICE  CONFERENCE  AliNE  RITCIIEY,  BILL  WOODYARd 
ROBERT  THACKER  AND  JOHti  I  ELIG 

INTRAOFFICE  CONFERENCE  R(  BERT  THACKER,  JOHN  SELIG 
AND  ANNE  RITCHEY 

REVIEW  LEASING  PROPOSA1 

INTRAOFFICE  CONFERENCE  Bj LL  WOODYARD,  JOHN  SELIG 
AND  ANNE  RITCHEY 


1/23/85 


INTRAOFFICE  CONFERENCE  B I LL  WOODYARD,  ROBERT  THACKE3 
AND  JOHN  SELIG 


tr 
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MiTcnei  L.  Wii  MAM*.  Sctni, .UCHbuN  &  Tuck,  ii 
STATEMENT   OF    SERVICES    RENDERED    A<    OF    1/11/8S 


CLIENT   6039 
MATTER      5 


LASATER  AND  COM!  MIY 
LEASING  PROPOSAI 


DATE      '  SERVICE  PERFORMED 

JNTRAOFFICE  CONFERENCE  XNNE  RITCHEY  AND  ROBERT  THACKER 

1/29/85  /  INTRAOFFICE  CONFERENCE  11 LL  WOODYARD  AND  JOHN  SELIG 

/    INTRAOPFICE  CONFERENCE  ANNE  RITCHEY,  JOHN  SELIG 
/     AND  ROBERT  THACKER  RE  L  JASING  AUTHORITY 

1/30/8  5    INTRAOFPICE  CONFERENCE  i<C  9ERT  THACKER  AND  ANHE  RITCHEY 
RE  LEASES 

INTRAOFFICE  CONFERENCE  VNNE  RITCHEY  AND  BILL  WOODYARD 
/  RE  PROJECTS  FOR  LASATER 


fr 
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Mitchell.  Williams.  Series.  Jackson  A  Tiic    i*.»i 
STATEMENT    OF    SERVICES    RENDERED    .  S    OF    1  '31/85 


CLIENT       6039 
MATTER  5 


LASATER    AND    COI.P..NY 
LEASING    PROPOS.   L 


DATE  REIMBURSABLE    EXP:  N    ES 

1/23/85         CHECK    TO    THE    LITTLE    Ri  C>     COUNTRY    CLUB 

TOTAL    EXPENSES 


AMOUNT 
S359. 20 
S359.20 


/ 
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Lasater  &iCompany 

1     N     V     E     S     T     M     E     N     T^H     ANKERS 


/ 
/ 


May    30,    1985 


'Mr.  Bob  Snyder 
Executive  Vice-President 
T.J.  Raney  &  Sons,  Inc. 

Invescmenc  Bankers  v 

3600.Cancrell  Road  \ 

Liccle  Rock,  Arkansas 

re:   Legal  services  rend*  rr-d  Co  dace: 

Mitchell  Law  Firm  \ 

Dear  Bob:  \ 

I 
I  am  enclosing  a  copy  of  recent  billings  from  che  \ 
Mitchell  law  firm  which  l.a"e  been  paid  by  Lasater  & 
Company.  The  legal  service:,  rendered,  as  you  can  see 
from  the  detail  sheets,  v-ei  e  in  support  and  advancement; 
of  our  group  efforts  on  I  hi:  Arkansas  State  Police  Commuf- 
nications  System  Financing.  Since  we  (Raney,  Hutton,    f 
i  Lasater)  agreed  to  split  expenses,  liability  and  fees 
\  on  this  transaction,  we  vould  appreciate  receiving  your 
\  check  for  one-third  of  tl  e:.e  legal  fees  in  the  amount  ;of 
\$10,  716.98.  I  fully  expect  our  group  to  be  reimburse^'  f or ( 
these  expenses  from  bond  proceeds  and  look  forward  to 
receiving  your  check  as  iocn  as  possible. 

Thank  you  ,.i.   aavatu.*  :.  -  ;:-ur  asjis 


Sincerely, 


!dliL$i_ 


Michael  J.  Brake 
Senior  Vice-President 

MJD:cb 

encl . 

cc:    Dan  R.  Lasater 
Rick  Knox 
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7  H  e  :'  i  r.  a  n  c ;  n  c  S  w  t  1 1  -  «•  .i  I  i  c  -jis  s  e  d  T  c  h  a  Coaciu:. :  ;a::  -.r.i 
Su'S'inesl  ::««  comorr.iu  anj  b  y  i  L«?;ilit  :  "«  Council  o~  — 
Friday.  I     : 

The  C  a  a  1  c  a  L  5siau::«3  ?rouo,  which  did  noc  ge:  che  A  ;  ? 
C  s  5!  a  i  3  »  1  o  r.  '  s  nod,  lncand  c  3  car.  c  a  a  :  ch«  award  :  c  r.  u  c  :  o  r.  , 
Laaatar,  ?.  anev  on  ch<t  follldwin*  polnca:  


a:    pa**    : ; . 

A     proposal     a  a  s  <•  d     on    a    acnch     p  a  /  a  e  n  c  3  can     hi     1  3  *»  r  r     h  e  c  a  a  a  e 

IT  il  ::»3     z'T.t     scace     C  3     «j:r.    ir.irsa:  on     :h«     o  i  s  d  ?  •»  d 

:j7»^ce3     iu:l:i    :iac     o    3ic  n;n    s  e  r  1  o  rf  .  C  a  :  1  :  a  '.     a  r  7  u  *  3     c  h  a  ; 

;  h  1  a     i  s    noc     allowed    un^iar    :na     law    a*  «-r.i-: :  e  a . 

I     ni7«     dlJCUJsH     :hl3     t/l:h     las,     and     ha     la     iookin  sr— 1  i ;  o     1  C 

\ 
MS  •-  1  « 


DKSN0I8IS4 


2570 


fl  Maurice  Mjtcrell 
RicaLkjLD  a.  Williams 
John  S.  Seuo 
Joseph  w  Gexeihi 
W.  Cbrjstopser  Sarr 
Jtiurr  0.  Jacxsom 
Jim  Cot  Tccxer 
Etoixe  0  Satu 
Btkok  FututD 

Kztrt   FOSTER 

ax.laj«  Gaits 
Pat  Mora* 
W  H.  L.  Woootard.  tLT 
Mjcmn  C.  O'Mai  i  rt 
Joint  C.  Lojti 
Doar  Foster 
James  £-  Smith.  Jr. 
Jeaj«  D.  Stocslbcroe* 
Axne  Ritchbt 


La>'  Orriccs 

Mitchell.  Williams.  Selio.  Jackson  &  Tucker 

10O©-5aV*RJ  fCDEFAJ.  BTrrfcOujo 
^     Capitol  Avekue  at  Sprjno  Street^  ^ 

Uttl:  Rocs  .  Arkansas  72201       ^-x 

TeleP»ORT  301-378-3131  N. 


May    16,     1985 


Debra  K.  3«o-^ 
Scsaw  Gutter 

Cruo  WesTBROOK 
*.   KjPJOY    LOCXBART 

Jotct  Kjreeac 
Dooolas  3    **  RX> 
MaRCZLXa  J.  TaTLOR 

Timotht  W  Grooms 
Robert  L.Tbacexr 
Ricbard  C.  Jars 


Mr .  Ed  Erxleben 
Director  of  Purchasing 
Office  of  State  Purchasing 
Department  of  Finance  and 

Administration  Building 
Third  Plcor 
7th  &  High  Streets 
Little  Rock,  Arkansas   72201 

Dear  Mr.  tkrxreoen: 


1  *  m 

■*"    —   rn 


V 


You  have  asked  our  opinion  on  a  question  of 
interpretation  of  Section  Five  of  Act  Ncr: — 8T4  of  1985 ,  the 
Department  of  Arkansas  State  Police  Communications  Equipment 
Leasing  Act  (the  "Act").   The  question  presented  is  whether 
Section  Five  of  the  Act  requires  that  Lease  Payments,  as 
defined  in  Section  Three  of  the  Act,  are  required  to  be  made 
on  a  monthly  basis  to  investors  who  purchase  an  interest  in 
a  Lease  Agreement  authorized  by  the  Act. 

Section  Five  dedicates  several  categories  of 
(inverts  license  fees  as  a  revenue  stream  for  Lease  Payments 
and  establishes  the  methods  for  transferring  those  fees  from 
the  collecting  agencies  to  the  Department  of  Arkansas  State 
Police  Communications  Equipment  Lease  Fund  (the  "Lease 
Fund")  and  from  the  Lease  Fund  to  whomever  is  to  hold  those 
funds  for"~the  benefit  of — fchoac  persons  who  have-neither 
leased  the  communications  equipment  directly  to  the  Department 
or  those  persons  who  have  purcnased  an  interest  in  the\ Lease 
Agreement  in  return  for  a  percentage  of  the  Lease  Payments. 

/  Section  Five  requires  that  license  fees  are  to  be 
transferred  "when  received"  zc   the  Lease  Fund.   Fees  deposited 
in  the  Lease  Fund  are  transferred  monthly  cut  of  that  fund 
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Mitchell.  Williams.  Seug.  Jackson  4  Tlcker 


Mr.    Ed  Erxleben 
May   16,    1985 
Page    Two 


/ 


\ 
in  an  amount  equal    tCL— "^pSyments   to   cove~r--the    costs    under    the 
Lease   Agreement.  "/''At   the  end  of  each  quarter-    any   pledged 
revenues   remaiiumg   in  the  Lease   Fund   in   excess  «:'   a   reserve 
of   301  of   a  fiscal   quarter's   requirements   of   Lease   Payments 
are   removed   from   the  Lease   Fund  and  deposited    in    the   State 
Treasury   as-  special    revenue    to   the   credit   of    the   Arkansas 
State   Police. 


mth] 


Section  Five  does  not  state  to  whom  the  monthly 
transfers  out  of  the  Lease  Fund  are  to  be  made.   Therefore, 
there  is  no  requirement  that  these  transfers  be  made  to  the 
ultimate  payee  or  lessor  under  the  Lease  Agreement.   The 
procedure  for  transfer  allows  for  maximum  flexibility  in  the 
structuring  of  the  financing  of  the  equipment  while  also 
limiting  the  amount  cf  revenue  that  can  be  accumulated  at 
any  time  in  the  Lease  Fund*.   As  drafted,  Section  Five 
reflects  standard  practices  in  tax  exempt  revenue  financings. 

The  Tenth ly  transfer  of  license  fees  equal  to  the 
".«»*«»  Pqym<»nt  reaui rements  and  quarterly  "clearnng  out",  or 
the  Lease  Fund  limits  the  amount  or  license, -r'ees  much  u^n 
be  used  to  make  Lease  Payments  to  the  amount  actually 
required  by  the- Lease  Agreement.         ' 

In  a  financing  of  this  size  (twenty  million 
dollars  plus),  involving  hundreds  of  investors,  the  Lease 
Payments  will  ordinarily  be  deposited  with  a  trustee  bank 
which  will  hold  the  funds  for  the  benefit  of  the  investors 
and  disburse  the  funds  as  required  by  the  terms  of  the 
trustee's  agreement  with  the  investors.   Payments  are  ordi- 
narily made  annually  or  semiannually  to  investors.   The 
trustee,  however,  usually  requires  transfers  to  its  trust 
funds  on  a  monthly  basis  in  order  to  ensure  that  sufficient 
funds  are  available  to  make  payments  to  investors  when  due. 

v   Interest  earnings  on  funds  transferred  to  ^the 
trustee  inure  to  the  benefit  of  the  state  and  art"  used  to 
make  payments  to  investors.  \ 

If  you  have  any  other  questions  concerning  the 
Act,  ple>ae  do  not  hesitate  to  call. 

Sincerely  yours, 

J  MITCHELL,  WILLIAMS,  SELIG, 

JACKSON  &  TUCKER 


fcu^  O^tu^ 
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Depo  of:John  W.  Myers  In  Re:Whitewater  2-20-96  Cr63624.0 


i  mi    for  my  self  in  1982. 

1 1 5|  Q     And  Jul  you  graduate  from  high  n  hoot ' 

iim  A      Yes. 

||7|  Q      Where  Jul  \ou  graduate  from  high  ' 

1 1 1 1    w  htit  xear.  please ' 
M9i  A     St.  Michaels  Centra 

:oi    Chicago.  Illinois. 
1 :  1 1  Q      What  year  \yds  thai .' 

::  A      Excuse  rot.  I  didntsav  that.  1956. 

/         Page  I  I 

II  Q     During  me  period  I '98, 

121    i  nu  an  actuafrx  at  that  time, 

■  A      Ves.  I  became/an  actuary  or  received  (he 

Mi    actuarial  designations  in  1978  and  '79.  Soexn 
l5|    since  that  time.  I'/e  been  in  the  practice  of 
l of    actuarial  science 

|7|  Q  I  Could /you  give  a  brief  'description  of  »  hat 

I8|    e.xactlx  un  actuan  does  or  what  it  means  to  he  an 
|9|    actuary'' 

I  ioi  Alt  means  that  you  should  have  a 

1 1 1 1    mathematical  background.  You  go  through  a  whole 
1 12|    bunch  of  tests.  The  practice  of  actuarial  science. 
U3I    if  you  area  life  insurance  actuary,  that's  the  guy 
1 14|    that  develops  the  premium  and  cost  for  a  life 
1 1 SI    insurance  policy.  I  am  a  pension  actuary  and  so  I 
;  :m    develop  and  certify  the  contribution  amounts  that  are 

I I  '|    necessary  to  fund  a  qualified  retirement  plan  in 
iisi    accordance  with  the  Treasury  regulations. 

1 19|  Q      Werfyou  doing  that  <ame  kina  of  mirk  in 

COI     1984  and  1985* ,       \ 

1211  A      Yes. 

|22|  Q      You  mentioned  a  ftumher  of  different 


retirement  plan. 

I  completed  that  wort,  and  I  suppose  that's 

some  time  in  late  1984  when  that  was  done. 

Q     How  dui  he     me  in  hire  \ou  to  Jn  the 

>  that  \ou  /uw  Ji-scrtheJ? 
A     iohn  called  me  up  and  asked  me  whether  ur 
not  I  could  review  it  and  do  the  numbers  for  him.  do 
a  calculation  for  htm.  and  I  said  ves. 

Q      When  he  idftvJ  :nu.  naa  he  told  xnu  that .; 
imiui  >iaj alreaa\  h,m  maai  on  which  ttnderurtii  r 


\ 
»  /inn  \o\fi  utter  the  dects 


1201 
1211 


A     Yes. 

Q     Do\ 
heen  maae  rou  i 

A      I'm  not  certain.  I've  got  to  say  that  it 
was  not  a  lengthy  period  of  time.  I've  got  to  say  it 
w as  something  like  may  be\two  weeks  or  so.  but  thai 
a  guess.  \         \ 

Q     And  I  reali-c  this  nut  a  white  ago.  hut  I 


Page  14 
wondered  if  you  could  c.wlaintto  me.  "hen  he  called 
\ou  up  to  ask  \ou  to  Jo  the  work,  how  he  described 
what  tasK  he  w antca  viii  to  perform  and  what  he  J>*< 
xou.  what  you  were  capable  of  doing 

A      He  asked  me  whether  I  could  look  at  the 
three  or  four  different  proposals  that  had  been 
presented  to  the  state  police  board,  and  whether  I 
could  run  some  numbers  to  see  whether  or  not  (he 


bid 


Ptge  i; 


131 
161 

m 

in 
i«i 

1 10| 

mi 

1121 

1131 
1141 
1151 
M6| 
1171 
I  lt| 
|I9| 
|20| 
1211 
122 1^ 


i  have 


certifications  and  licenses  you  liad.  that  i 
right  now. 

A     Yes. 

Q      How  manv  of  those  did  you  have  during  1984 
through  1985* 

A      All  of  them. 

Q     Are  you  familiar  with  the  bond  underwriting 
that  was  undertaken  in  1985  to  provide  capital  for 
the  purchase  of  a  new  police  radio  system  for  the 
state  of  Arkansas? 

A     Yes,  I  am  aware  of  it. 

Q     And  how  are  you  a  ware  of  that .' 

A      I  wis  asked  by  Johnny  Mitchum  after  the 
successful  biddertiad  been  selected,  to  review  their 
decision  and  give  them  opinion  as  to  the  financial 
aspects  of  it,  which  i  did. 

Q     And  had  you  known  Mr.  Mitchum  before  he 
hired  \ou  to  djuttir? 

A      Yes. 

Q      Hbw  did  you  know  him  ? 

A     John  owned  a  hospital  in  Batesville. 


1 101 


1131 


221    Arkansas/that  he  had  purchased.  I  believe  it  was  a 

Page  13 
HI    j ear  or  two  before  that,  that  had  a  defined  benefit 
121    pension  plan.  And  I  was  hired  to  be  the  actuary  to 
I3|    do  the  certifications  and  to  terminate  that 


that  they  had  elected  «  as  in  fact  the  best  of  the 
four  bidr.  And  that  was  a  present-value  calculation, 
and  my  memory  says  'hat's  "'•a'  I  did. 

Q     Did  he  ask  you  to  do  a  present  value 
calculation  or  is  that  something  that  you  offered  In 

I14|      do? 

M5I  A     Well,  he  asked  me  to  do  a  study  that  would 

1161  confirm  what  their  findings  were.  And  in  my 

l  PI  judgment,  the  way  to  do  that  was,  I  believe,  to  do 

M8I  present  value  numbers. 

1 1 9|  Q     Had  thex  done  a  present  value  analysts 

|20|  previous  to  the  one  you  did  ? 

1211  A      I  don  t  kn»i* 

1221 Q      Were  xou  ej\yj)  a  copy  of  a  document  thai 

1 1 1     identified  what  their  findings  were? 
!2I  A     I  believe  so.,        \ 

~~Q     bo  you  recall  what  format  that  was  in? 


|4|  A     No,  I  don't  recall. 

|5|  Q     And  just  so  we  re  cleah  you  stated  that 

|6|  you  were  asked  to  do  a  study  to  confirm  what  their 

|7|  findings  werr.  war  that  thr  commission  s  findings  or 

isi  do  you  know  whose  findings  he  was  referring  to  ? 
|9|  A     Yeah,  yeah,  1  mean  their  decision  to  go 

I  ioi  with  the  winner  as  to  whether  or  not  in  my  opinion 

1 1 1 1  actuarially,  whether  I  concurred  with  that  decision. 
1121  Q     So  you  weren  t.  per  se.  being  asked  to 

1 13|  confirm   sou  were  hemg  asked  whether  \ou  agreed  will 

1 1 4 1  their  choice  of  the  firm  that  thex  chose  ? 
M5|  A      I  believe  that's  right. 
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^U_ /T)^,...  -  a^LUZ  &JL^t  L*~Jz^ ■ 
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A:^»c2«c  ora   :i«  anopsia    sr.«e:j   -Aae-i  '37    tie  Stuta  Police   '■•■—■  -  «y  — 
a  i^i7«  at  tie  daeijioc   ta   iwar-    tie  fiiascizg   ta   I.    ?.   2utt=o. 

7.    J.    ian«7  -asd-i-aaaiter. 

"^«  iaila-j^za;  =u=ben  ara  -taitac  iirecti?  irra  tiav:  aaaLjsLt       Tie 
S?v   (He:  ?:ac:  7*l:ie)     aaa^aia    i.s  oaaa  t3  equate  diiiarest  pai-aest 
c*r=a.    I:   taxes   iscs  ac=cu=t   tie  fact   tiae   tie  State  will  ha?"   tie 

•ia«  ;:"  trie   irvr*T3   L-cssse   rr'euis    itr-  -I   aestza   a:   tre  3«g g 

ass   ••/•r7   :  xt:u    tiersa^tar   i^car   t;e   Eu;i;=   3-rrscsaJ..      Tsser   tie 


"irat  Cariti.   ?"rcsa_,    tze   Stita  alii    pay  se-zziily. 
3--=«r  Tctal   Set   ?a-=*=t  S?*"  Set   ?s— e=t 


:?,"?8^,T5' 


ZI   :u.3    sase  aza^sia   «ri  ;cse   j:.~-_zs   Suttss   trac:.t    :;r    :zs   rsaer-- 

fuss  ac  11»2"  izaraac  5;  1ZI  azi  ^aai  J.I-  aa  tze  *I?~  factor  t: 
rsilect  tie  s.-.stt-ter^  tatas  arraiiiasl*  ::t  tie  izveaczezt  «v«T7 
:  seetis   si    :-*   iri?«r3    l^tszae   rsv-zues.    t~*   rsaulta  vculi   :* 

I'-ii.*: T;tal   Met   ?v-zer.t  *?"  **:    ?a-!-aer.: 

•ira:  Casual  ;    :?.?9^.;6: ?    --   ±£L  --= 

Un«7-r.u:::r.  21.  S3 1 .  21.  If^ajL&gg 

:.i:"«r«rs«:  1,5**, 520  91.121 
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:  ■:  -  ^-  -  '.au  :  s  -  z  :'»  -  -»•.  :<i 
!  :*.i:i  :-i.i  -  «  3  t  -  •  _«*  r  -  •.  -t 
■    zz    *~    : -.    •--""•  e -    )!•'«)     ::    - s 


:i    "    uij    3j--i»- 
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^^Wan  , Set,  ni  kz&.  ~ 
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—  ! —  ^^ 

\  i  I    '  c* 

(0\uj?O^   ltG£C/purckciC   ~   •V'Spr  Got    *-£«<^  ^  ajo/<{       <^x: 

—  ■         j,  y     i        /  — ^^     ^         i,  ^3L/ 
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(a*c  Z)*-  hcc*\ce.    re^e^ct   c*  pledge  yo  ftts^c 
/.  i    \  — 


ar\r.  .a\  c*'-ct     ie^-^'Cc  -^^f?   5.S>C,*st?/*'4  J,  -?C,t£C 


**W 


U 


\\ 


DKSNO 17800 


2577 


WmJ 


•3J  iVi'isVljKSSj^J^a  fa  *i 

"Iii?KSm'-i«|IpH*i 

"iLjiliiffcMMj'ir 

ililMl^'^Ql^iifi"? 

L.1-.-...    ..    .-_J,.,.. 


^iBJtr^iHI'ilS-l'HifliiH 

od3^-§a!     i     33G3      aaffaSalsS      Hill 


i  .vn  v  v-i  vzt\xi&f.r~  r-  ia>  « wifj.-*  Ji 


2578 
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Q  Did  *lu  Hl\  jnxihtng  more  lu  you  during 
hat  i  nnvenatum  jhuut  the  puking  up  of  this  cash 

Page  319 
at  the  hank  nr  anvtlnng  Mr  Lmdsex  said  t"  i 

\     No.  I  think  that  is  ail  I  remember 

Q      I jii-i  wunr  In  vaiuum  \our  kjyrwledge  about 
flu*  matter 

MR  COHEN  What  a  sjfange  <*crd  to  hear 
.oming  from  you  That  can  K  used  in  an  innocent 
way    I  understand 

MR   GIL  FKRA     ^ome  people  sa> 

BY  MR  GILFFR'A. 

Q      Did  Mm  rcxjll  dnythotv/nore  about  I 
conversation  *nh  Mr  Lwds< 

A     No. 

Q  Have  Miunpuken  to  an\one  else  jhour  this 
i onversaiiuit  vou  hud  "■nil  Ms  Cooper  ana  then  the 
conversation  witlilMr   Litidsex  .  other  than  xuur 


luH\f 


A      And  I  just  now  remembered  it  and  told  him. 

MR    COHET      Other  than  your  lawyer 

BV  MR  GIUFFRA. 

Q     Did  vnu  J.iscus\  fhi.i  "ith  the  Independent 
CoutixH  \ 

MK    COHEN        None  of  your  business  what  she 
Page  3:0 
has  discussed  wnh  thevjnde^endent  Counsel    It  would 
be  in  my  judgment  a  \ 
things 

MR.  GILFFRA       We^ctuaily  have  asked 
witnesses  whether  they  have  iiyfactSsaid  this,  this 
has  been  in  public  testimony    wh»i  tjrev  have  told  the 
Independent  Counsel 

MR  COHEN  Before  I  would  let  her  answer 
ih.it  question.  I  would  have  to  consult  with  people  as 
to  the  Independent  Counsel 

BY  MR   GILFFRA 

y      Is  there  anx  documentation  reflecting  rhii 
Loimnuittcation  with  Ms.  Cooper7 

A      No. 

(J      Win  did  your  role  change  berween  the  - 

A      Wait.  I  dfbn't  finish. 

Q      Oka\    G.  a  ahead 

A      I'm  in  trouble  again,  aren't  I? 

MR   COHEN!     ^ot  at  all 

BY  MR   GIUFFRAv 

Q       You  have  the  Cooper  conversation  and  the 
Lindsex  i  onversatiun 

|    Page  3: 1 

A     Well,  then  there  is  a  third  conversation. 
I  was  having  a  cof  vocation  at  some  point,  and  I 
don't  remember  vVhere  or  why  or  how  or  what  the 
subject  was.  but  the  issue  of  the  '90  campaign  came 
up.  I  was  talking  toiBob  Nash,  and  he  told  me  that 
unce  Bruce  had  asked  him  to  go  to  Perry  County  and 
pick  up  some  gei  out  the  vote  cash  for  him.  That's 
all  I  know  about  that. 

Q      Tliut s  all  he  .aid.  Did  In  <*i\  »  heilier 
Mr    -  dnl  Mr   ,Vu\/i  indicate  lie  had  heen  asked  dhont 


this  bx  the  FBT 
A     No. 


Did  \nu  report  what  Mr  \ash  said  to 


::i 


A 

Q       You  i:..:,,,,^,,,,:,,..,...  „«  ivI/Zl 
K1r  Luulsf)  _.-. -u<  />uvtj/T?^|ri  tush  from  the  Pcrr\ 
Countx  Bain,  in  cunneaian  \ih\the    90  campaign  ' 

A     That's  all  I  remember. 

Q      Tou-vua^tremember  anx  conversation  with 
anyone  else  about  piclntu  up  conversation  from  the 

Pern  Counr\  Bank  ?  \ \ 

Page  5!5\"  \ 

A     Not  so  far.  I'm  doing  my  best.  \ 

MR   COHEN:      She  went  from  remertibenng  no 
conversations  to  three  conversanonsA  \ 

MR.  COLE.      It  is  skillful  examination  in 
Mr.  G.uffra.  \         V 

MR.  GIL  FFRA       Thanks.  I  appreciate  that. 

MR.  COHEN:      I  think  the  record  Was  il  was 
Ms   Wnght  who  remembered  the  conversatiohs.  took 


break  and  then  disgorged  them. 

B1  MR.  GILFFRA: 

Q  Whx  did  your  role  change  between ihe  SS 
campaign  and  the  '90  campaign  ?  O/wds  if  the  S6 
campaign  ' 

A      Why  did  my  role  < 

Q      Because  you  becapit  the  state  patty 
chairman  ?  Whx  werpy<you  as  actively  inv\tjved  in 
the  campaign  offyO  as  opposed  to  prior  jTUriJ.' 

A      I  didn't  iiiiiuge  Hie  911  campaign,  and  I  had 
managed  the  prior  years. 

Q      Again,  you  have  no  -  in  terms  of  the  »u\ 
that  those  withdrawals  were  done  for  the  gel  out  tin 
vote  drives .  vou  don  t  have  anx  sense  as  to  hyw  it 


Page  323 

1 1 1  could  have  been  done  differently  ? 
i:i  A      I  don't  know  how  they  did  it. 

131  Q     Did  Mr  Sash  indicate  to  you  what  us 

HI  mode  of  the  money'' 
I5i  A     No. 

lol  Q      Do  xou  have  any  idea  \s\>  what  use  I 

|7|  made  of  the  money  ? 

s  A      No.  I  didn't  have  any  fjurther  discussion 

9i  with  him. 


HOI  Q      Last  question.   Win  did  your  rtHc  -  win 

1 1 1 1  i>  ere  you  no  longer  the  Governor  's  campaign  manage 
I  i:i  A     Well,  I  left  the  Governor's  staflNoward 

M?i  the  end  of  1989.  though  I  didn't  technically  go  off 


iui  the  payroll  until  January  of  '90.  So  I  was  no  longer 

M5  working  for  him,  and  I  didn't  want  to  run  the 

I  ioi  campaign  in  '90. 

|I7|  Q      Whu  became  the  campaign  manager"* 

1 1 s i  A     Gloria  Cabe. 

|l«l  (J      C-a-p-c" 

i:oi  A     C-a-b-c. 

i:n  Q     Have  you  e\er  spoken  to  Ms.  Cabe  about  tin 

\ZZ\  withdrawal  of  cash  trom  the  Pern  Counrx  Bank' 
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The  Koncraole  3 '"11  Clinton 
Governor  or"  Arxansas 
Stata  Cisitcl  Building 
Littie  Scc:<.  Arxansas*  72201 

Deir  Bill: 

I:  was  a  pleasure  to  see  you  yesta-day  at  the  Hot  Scrings  "Chris_-as 
to  Share"  ?-ecr_m  and  to  visit  wit*  ycu  by  talecncne  last  night. 

We  wanted  t:  follow  uo  w-itr.  tne  details  of  our  corve-saticn  in  tnis 
ccr-asccndenca.     With  regard  to  t.ne  disaersal  of  tne  securities  cwnec 
by  ftaunc  Heed  Pension  Fund,     National   Investors  Life  Insurance  ar.c 
National   Investors  Pension  rune,  we  nave  beer  wording  ianc-in-hand 
wicr.  their  personnel   toward  an  orceriy  sale  of  the^r  rclcincs  anc, 
in  fact.,  we.ha-dled_sh.e_fjrst_jstace.if.  t____di._ie__.aj  _ir___caemeer 
wnen  we  oarticioatad  in  the  licuicaticn  of  S2C  million  of  Illinois 
bencs.  Tne  Ccmcanies  have  beer  cur  clients  fzr  auita  some  Z'.ns  anc 

OUr   account    ri{r«»»:.i-:v«    »»•    v"— /    »»mi1'i»-  «•*••»    '"a    7r— -?* '?S 

wnic.n  is  e.xtremelv  imccrta.nt  in  tne  sales  orccass. 

It  is  our  belie*  tnat  an  orderly  disoersal  cf  these  sacur-ves  wiTl 
bene-'it  cte  pel  icy  hclaers  arc  t.ne  s.-are.-olce-s  of  t-ese  Co-caries; 
__;ereey,  beneficing  Arkansas  cititens  the  mest.     To  data,  tne  cf-soersal 
has  been  hane'ec  within  tne  Stata;  therefore,  any  gains  cr  losses  have 
remained  in  Arkansas. 

As  we  discussa.,  rum cr  has  it  that  co-managers  of  First  Scstor  and 
Stecnens  Inc.  will   be  acocintac  tne  first  of  tie  year  to  consumata 
a.ny  future  transactions   in  tne  sortfolio.     It  is  estimatac  tnat  there 
is  aoonximataly  SI. 2  billion  of  deet  securities  wr.ic-  it  fs  exoectac 
will  be  sole,  anc  if  First  Bcston  is  acocintac,   it  will  mean  tnat  a 
larger  percentage  of  tne  prtceecs  will  be  leaving  Arkansas. 

Knowing  that  we  have  tne  same  dedication  to  the  Stata  of  Arxansas,  I 

do  not  believe  that  you  will  want  this  to  haccen.     Hcwever,  we  dc 
understand  the  problems  which  you  face  at  the  Insurance  Caa-ission; 
and  -re~c'ogni__.n.  Chat  you  may  nave  a"7icui.y  in  maintaining  tne 
status  quo  as  far  as  the  disaersal  is  concerned. 

Faced  with  that  reality,  we  hooe  that  you  will  be  able  to  take  tne 
initiative  in  strongly  suggesting  that  Lasata-  _  Comcany  may  be 
included  with  First'Boston'and  Steonens  Inc.  as  a  third  co-manager. 
This  would  mean  that  a  majority  of  tne  business  would  stay  in  Arkansas. 
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Pice  Twc 

The  Honorable  Bill  C'in: 

Oecemoer  U,  198^ 


Wi tr;  regard  to  the  Beard  of  the  Arkansas  Housing  and  Deveiocrnent  Agency,  it  is 
our  understanding  that  the  chairmanship  rotates  annually.     Based  on  this  under- 
stancing,  we  would  like  to  recommend  our  mutual   friend  George  Wrignt  for  the 
chairmanship.     GecrglThas  e.xoressed  ah"  interest  in  the  c.haTrma'ns.hip  and  we 
believe  that  he  wculc  take  the  time  and  devota  the  energy  necessary  to  do  a 
good  ;oo. 

\  <  In  addition,  it  is  cur  understanding  that  tie**"  w-rll   be  vacancies  in  January 
\l  on  tne  AKCA  Boarc  arc  we  would  like  to  strongly  reccnjnend  Dale  Taylor,  an  attorney 
W  with  First  Ccmsercia*   Mortgage  Comcany.     His  background  and  professional   caoaci":": 
1    maka  nim  particularly  suited  for  ser/ica  on  this  Agency  Beard. 


V 


Curing  the  recent  Scecial   Session,   legislation  passed  creatine  a  commission  to 
f    stucy  the  possibility  of  creating  an  agency  similar  to  the  AKCA  to  do  puolic 
|,  sc.nccl   financing.     We  would  like  to  recommend  Michael  Drake,   Vice  P-asioe.nt  of 
^Public  Financa  at  Lasatar  a  Ccmoany  to  ser/e  on  the  Commission,     -icnael  was 
iVbom  at  Jcdscnia,  Arkansas  and  his  uncergraduata  degree  is  from  Karting  College, 
^jutoc.nae!  did  his  gracuata  work  at  Wayne  Scata  University  in  Uroan  Planning  anc 
\\  riscai  Affairs  anc  pest  graduata  wcrk  at  tne  Har/aro-MIT  Joint  Centar  for  Uroan 

Studies.     With  his  ec-cat:_onaJ  background  and  his  knowledce  of  Arkansas  anc 

fiscal  matters,  we  be:ieve  he  is  pe-factly  suited  for  the  Commission  anc  that 

he  will  make  a  signi-ica.nt  contribution. 

Finally,  let  me  aga:-  say  that  tne  insurance  Ccrnca.mes'   dispersal  of  its  hcidincs 
la  very   i:nocc«rtt  to  us   ana  we  sincere:;/  ncoe  tnat  tnere  is  some  way-so  masca 
cartain  tnat  we  cc  net  lose  our  ocsition. 

Again,  we_aocreciate  ycur  able  ass'sta.-.ca.  

Sincare/y  „ 


Dan  P..   Lasatar 
DRl/"iS 


cc:     Maurice  Smith 


DKSN027456 


2581 


~  ■  —3 
-  s  u  "" 
£  ~  .   " 

Q)  >  <•  _• 
—    —   Wl  _J 


DKSN027457 


2582 


B  .1>«ac:  Xtitiiu 
Ricsaas  a.  >ILUUil 
Joan  5.  Scuo 
jiiiin  w  CcLSim 
w   C«JUTTa»«tx-SU»«jr« 
Jcairr  D  Jkik« 
Jin  Gut  Tocxsa 
Eooon  C.  S«nut 
flno«  PvoBAjn 
Kjirr  Foaru 
aii  »»  Gun 
Pat  Noma* 
w  H.L.WeeoTtks.m 
»■"■"  C.  (THtiiXT 
Jens  CLmut 
fla-racr  Bassott 

J»A*    0    StDCMOlPf » 


Ltv  Ornces 

Mitchell.  Williams.  Selic.  Jackson  &  Tucker 

iooo  Saxtw  FeociUL  Boildiko 
Camtol  Avewut  at  SraiNo  St»kt 
Little  Rock,  aniumsaj  rccoi 

Ttunouc  301- 176-  3131 


Otsa*  K    Bmc~* 
Suiam  Gwrrza 
Aaat  RrrcacT 
C«ajo  >mMm 
James  (.Smith .  J* 
«   Kjaar  Loc.bajtt 
Doaji  Foxrta 
Jotcz  Kj  II  ■  CAD 
Oonobl  B 


March  8,  1385 


Mr.  San  Bratton 

Office  o.  the  Governcr 

State  Capitol 

Little  Rock,  Arkansas   72201 


R 


i 

Se:   State  Police  Finar.cinc  Bill 


Dear,  Sam: 


n 


i.iciosec  is  an  orisinai  anc  tare*  copies  o:  an 
amendment  which  will  subscituce  the  language  of  the  bill  vie 
discussed  over  the  phone  today  for  the  laneuace  of  the    I 
existing  bill.  I 


/      Please  review  the  amendment  and  lee  me  know  if  yjcu 
have  any  questions  cr  war.:  me  to  dc  any  redrafting. 


u 


With  best  regards,  I  am 

Cordially  yours, 


\J 


MITCZZLL,  "WILLIAMS,  SELIG, 
JACXSCN  «  TUCXZ?. 


JSS/ldj 
Enclosures 
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DATE 


£  a  o  :c    kelson:     3  ;  a  :  ■»    Jalirs    LOi3ua::i:i::.s 


re=iy    ror  iiove— .o: 

S.apL/   or   act    in  *.  week 
Precare    re=cr- 
•or   cctnr.er.r 


'       )      Nc   acucr.    :»:■.: 
~       J       PTeTse    see   SB--- 

(      )       File 


««-=-^  :  JJ  y-V,iai  -::  •-^:m1'  Mahlan  •<  -  3  ■»  -  ;-fn^.--:j-.:s 
ra  call  a  special  see:::;  0:  his  celecrmauaicac ions  s:u-~ 
c:i::::ic  this  wee*  aaa  :.-.•:  he  is  1:3:33  -or  ao:  Itstisj 


>o"C- lace  res  ;  l:i:  our  triers  "is  ao  V17  :j  j  a  s  t  1  f?~--c.-.  a r  as 
:ae  required  ?;J5  "oruiear  lavesraear" 

I    have  aiertec  2raite  acr  s-;gis:ec  char  rae/  je:  az_is3? 
canxis s iraer  :o  se:  a;  arroiaraea:  »::>.  3eaaror  Ilelscr. 
A3A?  ra  see  1:  he  ,ias  aa/  auesrioas  aoou:  me  ::::csj1. 

Aa/  or  her  suggestions' 
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INVESTIGATION  OF  WHITEWATER 

DEVELOPMENT  CORPORATION 

AND  RELATED  MATTERS 


WEDNESDAY,  MAY  1,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  10:18  a.m.,  in  room  216  of  the  Hart  Sen- 
ate Office  Building,  Senator  Alfonse  M.  D'Amato  (Chairman  of  the 
Committee)  presiding. 

OPENING  COMMENTS  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  The  Committee  will  come  to  order. 

I  am  going  to  ask  our  witnesses  if  they  please  would  stand  for 
the  purposes  of  taking  the  oath. 
.     [Witnesses  sworn.] 

The  Chairman.  Thank  you. 

Counsel,  are  you  representing  both  Mr.  Drake  and  Mr.  Lasater? 

Mr.  Feinstein.  Yes,  I  am. 

The  Chairman.  So  that's  the  reason  you  are  in  the  middle  there. 

That's  a  great  tie  you  have  on. 

Mr.  Feinstein.  Thank  you. 

The  Chairman.  Yours  and  Senator  Mack's,  you  show  brightness, 
et  cetera. 

I  am  going  to  ask  Mr.  Lasater  and  Mr.  Drake  if  they  have  any 
statements  that  they  would  like  to  make  before  we  start? 

Mr.  Lasater.  I  do. 

The  Chairman.  Mr.  Lasater,  we  would  be  happy  to  receive  your 
statement. 

SWORN  TESTIMONY  OF  DANNY  RAY  LASATER 

PARTNER,  COLLINS,  LOCKE  &  LASATER 
LASATER  &  COMPANY  INVESTMEN I  BANKERS 

Mr.  Lasater.  Thank  you. 

Good  morning,  Mr.  Chairman  and  Members  of  the  Committee. 

I  am  pleased  to  appear  here  today  and  answer  your  questions. 

Senator  Sarbanes.  Mr.  Lasater,  that  microphone  will  move.  You 
can  bring  it  in  closer  to  you.  I  think  that  will  help  a  bit  so  we  can 
hear  you  a  little  better. 

Mr.  Lasater.  OK.  For  the  past  10  years,  I  have  often  been  the 
subject  of  inaccurate  and  misleading  news  articles.  Outrageous  and 
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totally  false  stories  about  me  have  appeared  in  both  the  local  and 
national  newspapers  and  magazines.  A  good  example  of  that  was 
in  this  morning's  Wall  Street  Journal  where  I  was  called  a  "con- 
victed drug  dealer"  by  Mr.  Simpson.  And  I  challenge  Mr.  Simpson 
and  The  Wall  Street  Journal  at  this  time  to  prove  any  evidence 
that  they  have  on  that,  because  that  has  not  been  the  case. 

Political  opponents  of  Governor  and  now-President  Clinton  have 
sought  to  use  this  false  information  for  political  advantage.  In  the 
process,  my  reputation  has  been  smeared  and  my  business  inter- 
ests have  been  damaged.  Most  painful  to  me,  my  family  has  suf- 
fered from  these  unfair  attacks.  I  hope  today's  hearing  will  give  me 
an  opportunity  to  finally  set  the  record  straight. 

In  all  the  attempts  to  use  me  to  attack  the  President,  what  has 
been  lost  is  my  real  story  and  my  right  to  restore  my  good  name 
and  to  teach  my  children  to  be  good  citizens.  My  story  is  simple. 

In  the  1980's,  I  was  an  owner/operator  of  my  fourth  successful 
business.  My  company,  like  many  businesses  around  the  Nation, 
did  business  with  the  State  of  Arkansas.  Like  many  businessmen 
and  other  citizens  throughout  the  country,  I  contributed  to  the 
campaigns  of  politicians  like  yourself,  including  then-Governor  Bill 
Clinton.  Neither  the  Governor  nor  his  administration  showed  me 
any  favoritism. 

In  the  1980's,  I  also  made  mistakes  in  my  personal  life.  I  became 
addicted  to  cocaine.  I  pled  guilty  to  charges  of  possession  and  social 
distribution  of  cocaine  and  was  incarcerated  for  nearly  a  year. 
Contrary  to  many  inaccurately  published  reports,  however,  my  ac- 
tivities had  no  connection  whatsoever  with  dealing  drugs  or  laun- 
dering money.  I  lost  my  securities  dealer  license  by  decision  of  a 
Clinton  appointee  and  had  to  sell  my  business.  I  hurt  my  family 
and  embarrassed  my  friends.  Since  that  time,  I've  worked  hard  to 
make  amends,  to  rebuild  my  family,  and  to  dedicate  myself  to  God. 

Your  investigators  know  all  about  these  problems  and  that  time. 
They  know  that  the  Governor  had  no  connections  to  those  activi- 
ties. They  know  that  it  has  never  been  alleged  that  I  committed 
any  fraudulent  act  or  lied  in  the  course  of  any  investigation. 

My  wife  and  children  have  been  forced  to  relive  that  difficult  pe- 
riod each  time  some  new  effort  is  made  to  smear  the  President 
with  exaggerated  allegations  about  me.  You  have  the  right  to  ask 
those  questions  again.  Since  you  already  know  the  answers,  how 
ever,  I  simply  ask  that  you  do  so  only  upon  careful  consideration 
of  the  rights  of  my  wife,  family,  and  friends. 

What  saddens  me  most  about  the  matter  is  the  pain  and  prob- 
lems it  continues  to  cause  my  family  and  others  in  Arkansas  who 
were  associated  with  me.  At  the  time,  I  thought  that  if  I  admitted 
guilt,  took  responsibility  for  my  actions,  and  served  the  sentence 
imposed  on  me  by  the  court,  I  would  have  paid  my  debt  to  society 
and  would  be  permitted  to  put  the  incident  behind  me  and  get  on 
with  my  life.  Unfortunately,  that  has  not  been  the  case. 

In  every  election  since  that  time  in  which  Bill  Clinton  has  been 
a  candidate,  efforts  have  been  made  to  use  my  past  problems 
against  him.  I  continue  to  hope  I  can  put  this  particular  part  of  my 
life  behind  me,  and  perhaps  my  appearance  here  today  can  finally 
close  the  book  on  that  subject. 
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Some  of  you  can  identify  with  the  pain  of  unfair  allegations  of 
improper  conduct.  The  difference,  however,  is  that  when  you 
confront  those  stories,  you  chose  to  run  for  office.  Please  remember 
that  when  my  family  and  I  confront  them,  we  have  made  no  such 
choice  to  enter  the  public  arena.  Nevertheless,  I  will  answer  the 
questions  truthfully,  completely,  and  candidly.  Hopefully,  this  time 
will  be  the  last. 

Before  answering  your  questions,  I  would  like  to  share  with  you 
some  information  about  my  personal  background.  I  was  born  in  Ar- 
kansas in  1943,  but  I  grew  up  in  Indiana.  After  high  school,  I  went 
to  work  for  McDonald's  and  spent  4  years  with  that  company  learn- 
ing the  fast-food  business.  With  partners,  I  then  started  my  own 
fast-food  chain,  Scotty's  Hamburgers.  That  company  did  well,  and 
we  went  on  to  start  another  national  restaurant  chain,  Ponderosa 
Steakhouse. 

Ponderosa  was  a  tremendous  success,  and  in  1972,  I  sold  my  in- 
terest in  Ponderosa  for  about  $20  million.  After  the  Ponderosa  sale, 
I  turned  my  attention  to  horse  breeding  and  racing.  I  owned  suc- 
cessful horse  farms  in  Kentucky  and  Florida.  In  1980,  I  was  a  co- 
founder  of  a  securities  firm  called  Collins,  Locke  &  Lasater,  which 
later  came  to  be  called  Lasater  &  Company. 

I  mention  these  business  successes  not  to  boast,  although  I  cer- 
tainly am  proud  of  the  companies  that  I  built  and  the  horses  I 
raised,  but  rather  because  my  background  is  important  to  put  into 
context  the  events  in  Arkansas  in  the  1980's  that  this  Committee 
is  investigating. 

For  example,  it  is  well  known  that  I  was  a  political  supporter  of 
Bill  Clinton  and  that  I  made  contributions  to  his  campaign  for  Gov- 
ernor of  Arkansas  in  the  1980's.  During  that  period,  I  could  easily 
afford  to  contribute  to  the  political  candidates  I  thought  were  best 
qualified  for  public  office,  and  Bill  Clinton  was  only  one  of  the  can- 
didates I  supported.  I  doubt  that  any  Member  of  this  Committee 
would  argue  with  me  when  I  say  that  I  don't  believe  there  is  any- 
thing wrong  with  a  citizen  contributing  to  the  political  campaigns 
of  the  candidates  he  supports. 

You  also  should  know  that  I,  like  thousands  of  citizens  who  make 
contributions  to  your  political  campaigns,  contributed  to  Governor 
Clinton  and  the  other  candidates  I  supported  without  expecting 
any  favors  or  special  treatment  in  return.  More  important,  I  never 
received  any  special  treatment  from  Governor  Clinton  or  anyone  on 
his  staff.  To  the  contrary,  on  the  one  occasion  when  I  complained 
to  Governor  Clinton  that  Lasater  &  Company  was  not  receiving  its 
fair  share  of  the  State  bond  underwriting  business,  he  simply  told 
me  that  we  should  present  our  case  to  the  appropriate  staff  if  we 
felt  we  were  not  being  treated  fairly.  He  did  not  take  any  action 
on  our  behalf,  and  our  position  among  the  firms  that  were  under- 
writing State  bond  business  never  improved. 

Governor  Clinton  did  not  take  any  action  on  my  behalf.  It  ap- 
peared that  he  wanted  to  avoid  any  appearance  of  giving  me  pref- 
erential treatment.  Even  though  Lasater  &  Company  was  the  sec- 
ond largest  capitalized  securities  brokerage  firm  in  Arkansas  at  the 
time,  we  stayed  on  the  bottom  tier  of  firms  handling  State  bond 
business  and  never  moved  up  to  a  higher  tier.  In  my  opinion,  not 
only  did  I  not  receive  any  preferential  treatment,  I  may  even  have 
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received  less  consideration  than  I  would  have  received  if  I  had  not 
known  the  Governor. 

You  also  should  know  that  after  my  criminal  conviction  my  secu-  ( 
rities  license  was  revoked  in  August  1987,  by  the  State  Securities  t 
Commissioner  that  Governor  Clinton  had  appointed,  Beverly  Bas- 
sett  Schaffer.  Because  I  retained  an  investment  interest  in  the 
business  to  which  I  sold  Lasater  &  Company,  Ms.  Bassett  Schaffer 
was  extremely  vigilant  in  her  oversight  of  the  operation  of  that 
firm,  advising  it  in  April  1989,  that  its  license  would  be  revoked 
if  I  ever  acted  in  any  manner  to  control  its  operations. 

I  know  that  Ms.  Bassett  Schaffer  has  appeared  before  this  Com- 
mittee, so  you  do  not  need  me  to  tell  you  she  was  a  strong,  inde- 
pendent regulator  with  impeccable  credentials  and  character.  She 
certainly  never  gave  me  any  special  treatment.  In  fact,  I  think  she 
was  particularly  vigilant  in  my  case  to  avoid  any  appearance  that 
her  department  was  going  easy  on  me.  This  is  the  second  time  I 
thought  I  might  fairly  be  entitled  to  more  consideration  from  the 
State,  but  like  Governor  Clinton  in  1984,  Ms.  Bassett  Schaffer  was 
careful  to  avoid  taking  any  action  that  might  appear  to  give  me 
preferential  treatment. 

I  would  also  like  to  say  a  few  words  about  my  relationship  with 
President  Clinton's  family.  I  first  met  the  President's  mother,  the 
late  Virginia  Kelley,  at  Oaklawn  Park  in  Hot  Springs,  Arkansas  in 
the  1970's.  Mrs.  Kelley  was  an  avid  horse  racing  fan,  and  all  of  us 
in  the  small  community  of  Arkansas  racing  came  to  know  her  well. 
She  was  a  wonderful  woman — warm,  friendly,  outgoing — and  we  all 
miss  her  very  much. 

Mrs.  Kelley  was  very  proud  of  her  two  sons,  Bill  and  Roger.  I 
met  Roger  first,  when  he  was  working  as  a  musician  in  Hot 
Springs.  At  some  point,  Mrs.  Kelley  introduced  me  to  her  other  son, 
the  Governor,  when  he  was  at  Oaklawn  Park.  I  think  I  probably 
would  have  supported  Bill  Clinton  in  any  event,  but  knowing  and 
liking  both  his  mother  and  his  brother,  it  was  easy  for  me  to  be- 
come a  strong  political  supporter  of  the  Governor. 

Much  has  been  made  of  the  fact  that  Roger  Clinton  worked  for 
me  a  few  months  in  1983.  I  don't  even  remember  whether  it  was 
Mrs.  Kelley  or  Governor  Clinton  who  asked  if  I  would  give  Roger 
a  job,  but  one  of  them  did  so.  Roger  was  interested  in  horse  racing, 
so  I  gave  him  a  job  as  a  stablehand  at  my  Florida  horse  farm. 
Roger  did  the  same  work  and  received  the  same  pay  as  the  other 
stablehands  who  worked  for  me.  At  that  time,  I  employed  hundreds 
of  people  in  my  businesses,  and  I  gave  jobs  to  the  relatives  of  other 
friends  and  acquaintances.  I  never  expected  anything  in  return, 
and  I  never  received  anything  in  return. 

The  last  thing  I  would  like  to  mention  is  a  myth  that  has  been 
repeated  over  and  over  in  press  articles  about  me.  This  is  a  classic 
example  of  how  careless  reporting  can  create  a  false  impression.  I 
would  hope  that  the  Members  of  the  Committee  are  sensitive  to 
that  kind  of  reporting  and  will  understand  my  desire  to  set  the 
record  straight.  It  has  been  reported  many  times  that  Governor 
Clinton  gave  me  a  "pardon"  after  my  drug  conviction.  That  never 
happened,  and  I'd  like  to  tell  the  Committee  what  really  took  place. 

In  1989,  I  wanted  to  be  able  to  go  hunting  with  my  children,  but 
because  of  my  prior  criminal  conviction  I  could  not  carry  a  firearm, 
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even  for  hunting.  I  learned  that  it  was  possible  to  apply  to  the  Fed- 
eral Bureau  of  Alcohol,  Tobacco  and  Firearms  for  permission  to 
carry  a  firearm  for  hunting  purposes.  Although  the  application  was 
to  a  Federal  agency,  the  agency  required  approval  from  the  State 
before  it  would  act  on  the  application.  I,  therefore,  submitted  an 
application  to  the  State  Parole  Board.  The  Parole  Board  eventually 
recommended  to  the  Governor  that  the  application  be  granted, 
which  I  understood  was  routine  in  such  cases.  Some  time  later,  the 
Governor  granted  the  application,  and  I  was  then  able  to  pursue 
my  application  at  the  Bureau  of  Alcohol,  Tobacco  and  Firearms, 
which  ultimately  approved  my  request. 

As  you  can  see,  Governor  Clinton  did  not  give  me  a  pardon.  He 
did  not  even  make  the  final  decision  on  the  relief  that  I  was  re- 
questing— that  decision  was  made  by  the  Federal  authorities.  What 
makes  these  false  reports  about  a  pardon  even  more  offensive  to 
me  is  that  the  State  of  Arkansas  was  not  even  prompt  in  process- 
ing my  request,  which  was  completely  routine  and  in  no  way  un- 
usual. Even  though  this  was  a  routine  request,  it  took  a  year  and 
a  half  for  me  to  obtain  a  State  approval. 

I  can  tell  you  for  sure  that  I  got  no  special  treatment  from  the 
State  on  this  matter.  In  fact,  I  suspect  that,  like  the  matters  in- 
volving Governor  Clinton  and  Ms.  Bassett  Schaffer,  my  request 
may  have  been  processed  more  slowly  and  more  carefully  than  that 
of  a  citizen  who  did  not  know  the  Governor,  as  to  avoid  any  appear- 
ance of  my  receiving  special  or  preferential  treatment. 

Mr.  Chairman  and  Members  of  the  Committee,  thank  you  for 
permitting  me  to  make  these  statements.  As  I  have  told  you,  I  wel- 
come the  chance  to  appear  here  today  and  finally  set  the  record 
straight.  I  am  ready  to  answer  any  questions  you  might  have. 

The  Chairman.  Thank  you. 

Mr.  Drake,  do  you  have  any  statement  that  you  would  like  to 
make? 
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Mr.  Drake.  No  statement. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  No. 

The  Chairman.  Let  me  ask  if  any  of  the  Senators  have  anything? 

Mr.  Chertoff. 

Mr.  Chertoff.  Mr.  Lasater,  we  are  going  to  get  to  the  issue  of 
special  treatment  in  a  minute.  I  guess,  I  now  understand  that  you 
are  complaining  you  were  treated  worse  than  everybody  else.  But 
first,  I  want  to  ask  you,  did  I  understand  you  to  deny  a  moment 
ago  that  you  were  convicted  for  conspiracy  to  distribute  narcotics? 

Mr.  Lasater.  No.  I  said  I  was  not  a  convicted  drug  dealer. 

Mr.  Chertoff.  Well 

Mr.  Lasater.  I  was  convicted  of  social  distribution  of  cocaine. 

Mr.  Chertoff.  Mr.  Lasater,  there  is  no  crime  of  social  distribu- 
tion of  cocaine.  You  were  convicted  of  conspiracy  to  possess  and  dis- 
tribute cocaine,  a  Federal  felony;  isn't  that  correct? 

Mr.  Lasater.  That  is  correct. 
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Mr.  Chertoff.  You  were- 


Mr.  Lasater.  But  I  did  not  sell  drugs. 

Mr.  Chertoff.  Mr.  Lasater,  you  were  indicted  for  conspiracy  to 
possess  with  intent  to  distribute  cocaine;  is  that  correct? 

Mr.  Lasater.  That  is  correct.  But  again,  I  repeat,  that  was  on 
a  social  basis. 

Mr.  Chertoff.  We  will  get  to  that  in  a  second.  But  first,  let's  be 
100  percent  clear  about  the  crime  you  pled  guilty  to.  When  you 
pled  guilty,  you  got  up  in  front  of  a  Federal  Judge? 

Mr.  Lasater.  Yes,  sir. 

Mr.  Chertoff.  You  raised  your  hand 

Mr.  Lasater.  Yes,  sir. 

Mr.  Chertoff.  — and  sworn  an  oath? 

Mr.  Lasater.  Yes,  sir. 

Mr.  Chertoff.  You  admitted  your  guilt  to  the  crime  to  which 
you  were  charged;  correct? 

Mr.  Lasater.  Correct.  , 

Mr.  Chertoff.  The  crime  was  possession  with  intent  to  distrib- 
ute cocaine;  right? 

Mr.  Lasater.  That's  correct. 

Mr.  Chertoff.  There  is  no  separate  crime  for  social  distribution 
of  cocaine,  is  there? 

Mr.  Lasater.  I  don't  know  if  there  is  a  separate  crime  or  not. 
But  I  think  there  is  a  separate  moral  issue. 

Mr.  Chertoff.  So  you  think  it  is  morally  better  to  give  cocaine 
away  than  to  sell  cocaine.  That's  the  distinction  you  are  drawing; 
is  that  right? 

Mr.  Lasater.  I  guess  that  is  the  distinction  I  am  drawing. 

Mr.  Chertoff.  Because  when  you  give  it  away,  you  are  doing  a 
favor  to  the  people  you  give  it  to.  Is  that  your  thinking  about  it? 

Mr.  Lasater.  I  think  there  is  a  difference  between  selling  cocaine 
and  using  it  on  a  social  basis. 

Mr.  Chertoff.  Now,  we  are  not  talking  about  using  it.  We  are 
talking  about  giving  it  to  other  people  to  use.  Since  you  are  coming 
up  here  and  you  have  made  an  issue  in  your  opening  statement 
about  questions  of  your  character  and  this  whole  issue  of  what  you 
were  convicted  for,  let's  get  it  straight.  In  your  mind,  you  see  a  dif- 
ference between  selling  drugs  to  other  people  and  giving  drugs  to 
other  people? 

Mr.  Lasater.  Yes,  I  do. 

Mr.  Chertoff.  All  right.  You  think  it's  better  to  be  giving  it  than 
selling  it? 

Mr.  Lasater.  Yes,  I  do. 

Mr.  Chertoff.  You  used  to  give  drugs  to  your  employees;  right? 

Mr.  Lasater.  Yes,  I  have. 

Mr.  Chertoff.  Kind  of  like  a  bonus;  right? 

Mr.  Lasater.  No,  sir. 

Mr.  Chertoff.  It  was  kind  of  compensation? 

Mr.  Lasater.  No,  sir. 

Mr.  Chertoff.  Did  you  do  it  in  order  to  control  them  or  to  have 
leverage  over  them? 

Mr.  Lasater.  No,  sir. 

Mr.  Chertoff.  Mr.  Drake,  you  were  an  employee  of  Mr.  Lasater? 

Mr.  Drake.  Yes,  I  was. 
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Mr.  Chertoff.  You  got  cocaine  from  Mr.  Lasater? 

Mr.  Drake.  Yes,  I  did. 

Mr.  Chertoff.  Was  it  your  view  that  Mr.  Lasater  used  cocaine 
as  a  tool  to  manipulate  people? 

Mr.  Drake.  I  think  that  at  a  time,  I  thought  that,  yes. 

Mr.  Chertoff.  In  fact,  at  a  time,  you  told  that  to  a  police  inves- 
tigator; right? 

Mr.  Drake.  I  could  have. 

The  Chairman.  Mr.  Drake,  would  you  please  pull  that  micro- 
phone right  up  in  front  of  you.  You  can  pull  it.  Why  don't  you  move 
your  chair  over  a  little  to  the  left  and  that  way  you  can  speak  into 
the  microphone.  Otherwise,  we  will  have  trouble. 

Mr.  Chertoff.  As  a  matter  of  fact,  do  you  remember  an  inves- 
tigator named  DeLaughter,  Doc  DeLaughter? 

Mr.  Drake.  Yes. 

Mr.  Chertoff.  He  was  an  investigator  with  the  Arkansas  law 
enforcement  authorities? 

Mr.  Drake.  Yes. 

Mr.  Chertoff.  You  talked  to  him  about  Mr.  Lasater  and  his  co- 
caine activities;  right? 

Mr.  Drake.  Yes. 

Mr.  Chertoff.  You  told  Mr.  DeLaughter  that,  in  your  view,  Mr. 
Lasater  used  cocaine  as  a  tool  to  manipulate  his  peers? 

Mr.  Drake.  If  that's  my  statement,  then  I  stand  by  it. 

Mr.  Chertoff.  That's  what  you  said  in  1986;  right? 

Mr.  Drake.  I  may  have. 

Mr.  Chertoff.  You  also  said  that  Mr.  Lasater  used  cocaine  to  re- 
ward people  or  to  control  people  that  were  loyal  to  him;  right? 

Mr.  Drake.  If  you  are  reading  from  my  statement,  then  that's 
my  statement. 

Mr.  Chertoff.  I  think  there  is  a  copy  of  this  statement  in  your 
package,  if  it's  not  we  will  get  it  down  to  you.  It's  "Memo  to  File, 
October  14,  1986."  Now,  I  understand  you  didn't  prepare  this.  It's 
a  memo  prepared  by  the  investigator. 

Mr.  Feinstein.  That's  not  in  the  folder. 

Mr.  Chertoff.  We  have  just  given  it  to  the  witness.  The  last 
paragraph:  "It  became  obvious  to  him,"  that's  you,  "that  Dan 
Lasater  was  using  cocaine  as  a  tool  to  manipulate  his  peers  and 
force  them  to  serve  as  a  buffer  between  the  authorities  and  his  co- 
caine abuse."  Then  it  lists  a  number  of  people  who  were  involved 
in  getting  cocaine.  "Lasater  also  considered  these  people  loyal  to 
him,  because  he  used  cocaine  to  control  them  for  his  benefit." 

Mr.  Drake.  Mr.  Chertoff,  I'd  say  that  this  is  Mr.  DeLaughter's 
impression  of  a  statement  I  made  to  him.  It's  not  a  quote  from  me. 

Mr.  Chertoff.  I  understand  it's  not  a  quote.  But  in  substance, 
this  is  what  you  told  that  investigator  in  1986;  isn't  that  correct? 

Mr.  Drake.  It's  a  long  time  ago.  It  may  be. 

Mr.  Chertoff.  You  are  not  prepared  to  deny  that  it  wasn't  said 
at  the  time? 

Mr.  Drake.  I'm  not  prepared  to  admit  or  deny  it. 

Mr.  Chertoff.  So  it  stands  uncontradicted. 

You  also  went  on  to  say  in  this  statement  that  Mr.  Lasater  sur- 
rounded himself  with  police  officers  in  order  to  make  himself  look 
like  he's  a  good  citizen.  Do  you  remember  saying  that? 
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Mr.  Drake.  I  don't  remember  saying  it,  no. 

Mr.  Feinstein.  Do  you  have  a  page  reference? 

Mr.  Chertoff.  It's  the  very  next  page.  Are  you  prepared  to  deny 
that  you  said  that  in  substance  to  the  investigating  officer  in  1986? 

Mr.  Drake.  I'm  not  prepared  to  deny  it,  no. 

Mr.  Chertoff.  Now,  I  want  to  ask  you,  Mr.  Lasater,  you  gave 
drugs  to  your  employees;  right? 

Mr.  Lasater.  Right. 

Mr.  Chertoff.  You  gave  drugs  to  your  chauffeur;  right?  That 
was  Chuck  Berry? 

Mr.  Lasater.  No. 

Mr.  Chertoff.  Or  he  gave  drugs  to  you? 

Mr.  Lasater.  That's  correct. 

Mr.  Chertoff.  He  bought  drugs  for  you? 

Mr.  Lasater.  That's  correct. 

Mr.  Chertoff.  You  gave  drugs  to  people  you  were  entertaining; 
is  that  right? 

Mr.  Lasater.  Right. 

Mr.  Chertoff.  Even  under-age  people  you  were  entertaining;  is 
that  right? 

Mr.  Lasater.  Right. 

Mr.  Chertoff.  I  just  want  to  make  sure  we  have  kind  of  your 
moral  compass  out  here;  that  giving  drugs  away  to  your  employees 
and  to  people  you  are  entertaining,  even  if  they  are  under-age, 
that's  better  than  selling?  You  see  a  distinction  there?  That's  your 
position  before  this  Committee? 

Mr.  Lasater.  I  think  there's  a  difference,  yes. 

Mr.  Chertoff.  Let  me  tell  you  something,  I  have  put  alot  of  wit- 
nesses on  over  the  years  who  have  done  bad  things.  I  am  a  firm 
believer  that  people  do  put  things  behind  them  and  they  achieve 
redemption.  But  I  also  know  that  the  first  step  to  that  is  honesty 
and  accountability  for  something  someone  has  done  wrong.  And  I 
have  to  say  that  I  am  astonished  to  hear  you  say  that  you  actually 
view  your  acts  as  having  given  drugs  away  to  these  people  as  some- 
how morally  distinct  from  selling  it. 

You  also  say  in  your  opening  statement,  Mr.  Lasater,  that  it  has 
never  been  alleged  you  ever  committed  a  fraudulent  act  or  lied  in 
the  course  of  any  investigation.  That's  in  your  opening  statement; 
is  that  right? 

Mr.  Lasater.  It  is. 

Mr.  Chertoff.  Do  you  remember  when  Mr.  Locke,  your  partner 
in  Collins,  Locke  &  Lasater,  had  a  bankruptcy  case  in  Federal 
Court  in  Arkansas? 

Mr.  Lasater.  Yes,  I  do. 

Mr.  Chertoff.  That  was  in  the  early  1980's? 

Mr.  Lasater.  Yes. 

Mr.  Chertoff.  There  was  a  bankruptcy  judge  named  Mixon? 

Mr.  Lasater.  Yes,  I  remember  that. 

Mr.  Chertoff.  He  was  a  Federal  Judge. 

Mr.  Lasater.  Yes. 

Mr.  Chertoff.  You  testified  in  that  case? 

Mr.  Lasater.  Yes,  I  did. 

Mr.  Chertoff.  Again,  you  raised  your  hand  and  swore  an  oath? 

Mr.  Lasater.  Yes. 
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Mr.  Chertoff.  And  do  you  remember  what  the  Judge  said  about 
your  testimony? 

Mr.  Lasater.  I  do. 

Mr.  Chertoff.  What  did  he  say  about  it? 

Mr.  Lasater.  He  said  it  was  false. 

Mr.  Chertoff.  In  fact,  he  said  that  you  were  involved  with  Mr. 
Locke  in  a  conspiracy  to  hide  assets  from  creditors;  right? 

Mr.  Lasater.  That's  what  he  said.  But  that  was  inaccurate. 

Mr.  Chertoff.  So  when  you  say  here,  "It  has  never  been  alleged 
that  I  committed  any  fraudulent  act  or  lied  in  the  course  of  any  in- 
vestigation," you  don't  consider  a  finding  by  a  Federal  Judge  that 
you  lied  under  oath  to  be  an  allegation  that  you  committed  a  fraud- 
ulent act  or  lied? 

Mr.  Lasater.  No.  That  is  an  allegation. 

Mr.  Chertoff.  So 

Mr.  Lasater.  I  stand  corrected. 

Mr.  Chertoff.  So  your  prepared,  sworn  statement  before  this 
Committee  we  have  already  established  is  false  with  respect  to  this 
statement? 

Mr.  Lasater.  It  is  false  in  reference  to  that  statement.  But  I  dis- 
agree with  Judge  Mixon. 

Mr.  Chertoff.  Yes,  but  let  me  say  something,  Mr.  Lasater.  We 
did  not  catch  you  unawares  with  this  question.  You  prepared  this 
statement.  You  walked  into  this  Committee  Room  with  this  state- 
ment to  get  in  the  face  of  this  Committee  and  say  that  "it  has 
never  been  alleged  that  I  committed  any  fraudulent  act  or  lied." 

Having  put  that  on  the  table,  you  now  admit  to  us  that  you  well 
and  in  truth  know  that  there  was  a  Federal  Judge  who  accused  you 
and  made  a  finding  that  you  lied  under  oath.  Correct? 

Mr.  Lasater.  Could  I  have  a  second? 

[Mr.  Lasater  and  Mr.  Feinstein  confer.] 

Counselor,  I  didn't  have  that  in  mind  when  I  prepared  that  state- 
ment. I  had  forgotten  about  it  and  I  apologize. 

Mr.  Chertoff.  You  had  forgotten  about  the  fact  that  a  Federal 
Judge  made  a  statement  of  finding  in  open  court  that  you  had  lied 
under  oath  and  that  you  had  been  involved  in  a  conspiracy  to  de- 
fraud creditors  of  your  partner,  Locke? 

Mr.  Lasater.  Right. 

Mr.  Chertoff.  When  did  you  testify  in  that  case? 

Mr.  Lasater.  When? 

Mr.  Chertoff.  Yes.  That  was  in  1985,  wasn't  it? 

Mr.  Lasater.  Somewhere  in  there. 

Mr.  Chertoff.  That  was  around  the  same  time  you  were  getting 
contracts  from  the  State  of  Arkansas  to  underwrite  bonds  for  the 
AD  FA  and  for  the  police  radio  system;  right? 

Mr.  Lasater.  I  don't  know  the  exact  dates,  but  it  would  be  in 
that  timeframe,  yes. 

Mr.  Chertoff.  Well,  we've  already  established  that  in  the  period 
between  February  1985  and  May  1985,  you  were  involved  in  seek- 
ing to  obtain,  and  ultimately  successfully  obtaining,  bond  under- 
writing work  for  you  and  your  syndicate. 

Now  did  you  ever  disclose  at  the  time  that  you  were  dealing  with 
State  authorities  to  try  to  get  this  contract  that  a  Federal  Judge 
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had  made  a  finding  that  you  had  lied  and  participated  in  a  conspir- 
acy to  cheat  creditors? 

Mr.  Lasater.  No,  sir. 

Mr.  Chertoff.  You  didn't  think  that  issue  of  integrity  was  a 
matter  that  should  be  brought  to  the  attention  of  the  authorities? 

Mr.  Lasater.  I  did  not  disclose  it. 

Mr.  Chertoff.  And  by  the  way,  this  testimony  occurred  in  open 
court;  is  that  right? 

Mr.  Lasater.  Yes,  sir. 

Mr.  Chertoff.  So  it  wasn't  a  big  secret? 

Mr.  Lasater.  It  was  in  open  court. 

Mr.  Chertoff.  In  Federal  Court  in  Little  Rock? 

Mr.  Lasater.  Correct. 

Mr.  Chertoff.  That's  the  same  Little  Rock  in  which  your  firm 
was  located  and  where  the  State  Capitol  was  and  where  they  were 
going  to  award  the  bond  contract;  right? 

Mr.  Lasater.  Correct. 

Mr.  Chertoff.  In  fact,  you  met  with  Governor  Clinton  in  late 
January  or  February  of  1985;  isn't  that  correct? 

Mr.  Lasater.  I  don't  know  the  exact  date,  but  I  met  with  him. 

Mr.  CHERTOFF.  You  had  a  one-on-one  meeting  with  him? 

Mr.  Lasater.  That's  correct. 

Mr.  Chertoff.  That's  with  no  staff  present? 

Mr.  Lasater.  No. 

Mr.  Chertoff.  Not  even  Betsey  Wright? 

Mr.  Lasater.  Not  that  I  recall. 

Mr.  Chertoff.  No  advisors? 

Mr.  Lasater.  Not  that  I  recall. 

Mr.  Chertoff.  Just  the  two  of  you?  Where  was  that  meeting? 

Mr.  Lasater.  At  the  State  Capitol. 

Mr.  Chertoff.  In  his  office? 

Mr.  Lasater.  That's  correct. 

Mr.  Chertoff.  How  long  did  it  last? 

Mr.  Lasater.  Ten  minutes,  maybe  15. 

Mr.  Chertoff.  Just  15  minutes? 

Mr.  Lasater.  Ten  or  15. 

Mr.  Chertoff.  You  left  that  meeting  with  the  sense  that  you 
were  going  to  be  unfairly  treated  or  you  were  going  to  be  getting 
less  good  treatment  than  anybody  else? 

Mr.  Lasater.  No,  I  came  to  that  meeting  with  that  feeling. 

Mr.  Chertoff.  You  left  with  what  feeling? 

Mr.  Lasater.  I  left  with  the  feeling  that  I  did  not  improve  my 
position  any. 

Mr.  Chertoff.  Well,  I  want  to  put  up  a  letter  that  is  dated  Feb 
ruary  15,  1985. 

The  Chairman.  It's  in  your  packet. 

Mr.  Lasater.  Yes,  sir. 

Mr.  Chertoff.  It's  a  letter  to  the  Honorable  Bill  Clinton. 

Mr.  Lasater.  Yes,  it  is. 

Mr.  Chertoff.  You  signed  it? 

Mr.  Lasater.  Yes,  I  did. 

Mr.  Chertoff.  It  was  sent;  right? 

Mr.  Lasater.  I'm  sorry? 

Mr.  Chertoff.  It  got  sent? 
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Mr.  Lasater.  Yes,  it  did. 

Mr.  CHERTOFF.  And  it  says:  "Thank  you  very  much  for  the  oppor- 
tunity to  sit  down  and  visit  with  you  regarding  the  many  issues 
facing  Arkansas  and  relative  to  areas  in  which  Lasater  &  Company 
can  assist  you  in  your  efforts  to  promote  and  develop  Arkansas." 
Now  that  refers  to  that  meeting,  the  private  meeting,  you  had  with 
Mr.  Clinton;  is  that  right? 

Mr.  Lasater.  I  don't  know  that. 

Mr.  CHERTOFF.  Well,  did  you  have  another  meeting  in  which  you 
sat  down  with  him  and  discussed  the  many  issues  facing  Arkansas? 

Mr.  Lasater.  No,  I  don't  think  so. 

Mr.  CHERTOFF.  So  it  must  refer  to  that  meeting;  right? 

Mr.  Lasater.  More  than  likely,  yes. 

Mr.  CHERTOFF.  That  meeting  occurs  at  the  very  same  time  that 
you  are  in  court  testifying  about  your  partner's  bankruptcy  and  in 
which  the  Judge  finds  that  you  are  lying  under  oath.  Did  you  men- 
tion to  Governor  CHnton  your  experiences  with  Federal  Court  that 
were  going  on  at  the  same  time? 

Mr.  Lasater.  I  did  not. 

Mr.  CHERTOFF.  Now  this  meeting  with  Governor  Clinton  also  oc- 
curred at  the  same  time  that  there  was  a  trial  going  on  of  a  man 
by  the  name  of  Sam  Anderson.  Do  you  remember  that  case? 

Mr.  Lasater.  Yes,  I  do. 

Mr.  Chertoff.  Sam  Anderson  was  a  lawyer  in  Hot  Springs? 

Mr.  Lasater.  Yes,  Sam  Anderson,  Jr. 

Mr.  Chertoff.  He  was  tried  and  convicted  for  narcotics? 

Mr.  Lasater.  That's  correct. 

Mr.  Chertoff.  In  that  case,  Roger  Clinton  testified;  right? 

Mr.  Lasater.  I  believe  that  he  did. 

Mr.  Chertoff.  Roger  Clinton  testified  in  that  case  that  you  had 
loaned  him  $8,000  to  help  clear  up  a  drug  debt? 

Mr.  Lasater.  I  don't  recall  that,  but  I  don't  dispute  it. 

Mr.  Chertoff.  In  fact,  the  story  behind  that  loan  is  that  Roger 
Clinton  came  to  you  and  said  that  someone  had  broken  into  his  car 
and  stolen  about  $16,000  to  $20,000  worth  of  drugs  belonging  to  a 
dealer;  right? 

Mr.  Lasater.  I  don't  remember  the  dollar  amount.  But  someone 
did — I  was  told  that  someone  broke  into  his  car  and  stole  drugs  out 
of  his  car.  That's  correct. 

Mr.  Chertoff.  He  asked  you  for  money  because  he  said  he  was 
afraid  the  drug  dealer  would  hurt  him  or  hurt  his  mother  or  his 
brother;  right? 

Mr.  Lasater.  That's  correct. 

Mr.  Chertoff.  His  brother  being  the  Governor? 

Mr.  Lasater.  That's  correct. 

Mr.  Chertoff.  So  you  gave  him  or  loaned  him  $8,000  to  clear 
up  that  problem  with  the  drug  dealer? 

Mr.  Lasater.  I  did. 

Mr.  Chertoff.  Now  in  your  conversation  with  Governor  Clinton, 
which  is  going  on  at  exactly  the  same  time  you  are  in  Federal 
Court  being  called  a  liar  by  a  Federal  Judge  and  at  the  same  time 
that  there's  testimony  in  another  Federal  Courtroom  in  the  same 
city  where  they  are  talking  about  how  you  gave  or  how  you  loaned 


2596 

$8,000  to  Roger  Clinton  to  clear  up  a  drug  debt,  none  of  this  comes 
up  in  the  meeting? 

Mr.  Feinstein.  Mr.  Chertoff,  with  all  due  respect,  I  think  it 
would  be — it's  very  unfair  to  this  witness  to  be  making  these  rep- 
resentations about  exactly  the  same  time  without  giving  him  some 
specifics  on  the  dates. 

Mr.  CHERTOFF.  I  will  say  substantially  the  same  time.  The  testi- 
mony and  the  finding  of  the  bankruptcy  judge  is  in  January  1985; 
the  testimony  in  the  case  involving  Mr.  Anderson  is  in  February 
1985;  and,  the  meeting  we  are  talking  about  occurs  in  late  January 
or  early  February  1985,  shortly  before  this  February  15th  letter. 

Mr.  FEINSTEIN.  Could  I  just  inquire,  the  finding  that  you  referred 
to  by  the  Judge  in  the  bankruptcy  case,  did  that  take  the  form  of 
some  written  finding  of  fact? 

Mr.  Chertoff.  I  will  tell  you  where — not  that  I  want  to  trade 
roles  with  you,  counselor,  but 

Mr.  Feinstein.  No,  I'm  just- 


Mr.  Chertoff.  An  article  in  the  Arkansas  Gazette,  which  is  a 
statewide  paper,  reporting  publicly  upon  the  Judge's  statements, 
his  conclusions  at  the  close  of  the  hearing  on  this  bankruptcy,  re- 
port that  Judge  Mixon  also  said  he  did  not  believe  "most"  of  the 
testimony  by  Dan  Lasater  of  Little  Rock,  Locke's  employer  and 
former  business  partner.  The  Judge  said  it  appeared  that  Lasater 
and  Bill  McCord  of  Little  Rock,  Locke's  son-in-law  and  former  busi- 
ness partner  in  an  automobile  dealership,  and  another  business 
employee  conspired  with  Locke  to  hide  his  assets  from  creditors. 

Now  let  me  get  back  to  my  question.  Mr.  Lasater,  did  any  of  this 
come  up  with  Governor  Clinton? 

Mr.  Lasater.  No,  sir. 

Mr.  Chertoff.  Did  the  loan  to  Roger  Clinton  come  up  with  Gov- 
ernor Clinton? 

Mr.  Lasater.  No,  sir. 

Mr.  Chertoff.  By  the  way,  it  was,  in  fact,  Governor  Clinton  who 
asked  you  to  employ  Roger  Clinton  originally. 

Mr.  Lasater.  I  believe  it  was  either  he  or  his  mother,  and  it 
could  have  been  either  one.  I  don't  dispute  that  it  was  Governor 
Clinton. 

Mr.  Chertoff.  Well,  I  don't  want  to  leave  it  ambiguous.  I  think 
we  have  your  report  of  interview  with  the  FBI  that  occurred  in  Oc- 
tober 1986,  in  your  package.  You  might  want  to  take  a  look  at  it 

Mr.  Lasater.  What  page? 

Mr.  Chertoff.  Page  20,  the  last  paragraph.  This  is  their  report 
of  their  interview  with  you  where  they  say  that 

Mr.  Feinstein.  Mr.  Chertoff,  I  don't  believe  that's  in  our  pack- 
age, I  don't  have  any  20-page  documents  other  than  the  deposition 
transcript. 

[Document  provided.] 

Mr.  Feinstein.  If  he  could  have  a  moment  to  get  to  the  page' 

Mr.  Lasater.  Yes,  sir. 

Mr.  Chertoff.  The  last  paragraph: 

Regarding  Roger  Clinton,  Mr.  Lasater  advised  he  met  Clinton  through  Mitchel 
Wood  some  time  around  1981  or  1982  during  the  time  Clinton  played  in  a  band  ir 
the  Hot  Springs  area.  Clinton  was  employed  by  him  at  one  time  in  which  Governoi 
Bill  Clinton  requested  Lasater  to  hire  him. 
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Do  you  deny  that's  what  you  told  the  FBI  in  1986? 

Mr.  Lasater.  No.  I  would  think  this  in  1986  would  be  closer  to 
my — my  memory  would  be  better  then  than  now. 

Mr.  Chertoff.  Now  getting  back  to  this  February  15th  letter,  in 
this  letter,  you  summarize  the  various  discussions  that  you  had 
with  Governor  Clinton.  To  go  through  them  one  by  one,  you  indi- 
cate: "To  begin,  let  me  suggest  that  Lasater  &  Company  be  advised 
of  all  financial  proposals  affecting  the  State  of  Arkansas."  Do  you 
see  that  one? 

Mr.  Lasater.  I'm  sorry.  Would  you  repeat  that? 

Mr.  Chertoff.  The  third  paragraph:  "To  begin,  let  me  suggest 
that  Lasater  &  Company  be  advised  of  all  financing  proposals  af- 
fecting the  State  of  Arkansas."  Do  you  see  that  one? 

Mr.  Lasater.  No,  I  don't.  What 

Mr.  Chertoff.  Third  paragraph  of  your  letter  of  February  15th. 

Mr.  Lasater.  Is  it  the  first  paragraph? 

Mr.  Chertoff.  The  third. 

Mr.  Lasater.  The  third?  OK.  Yes,  I  do. 

Mr.  Chertoff.  It  says:  "Secondly,  we  have  discussed  the  ap- 
pointment of  Donnie  Spears  to  the  Arkansas  Housing  Board  and  I 
have  confirmed  our  understanding  regarding  the  appointment  in 
my  letter  of  January  23,  1985,  and  I  want  to  again  reaffirm  our  in- 
terest and  desire  in  seeing  Mr.  Spears  in  this  position."  Do  you  re- 
member that?  That  was  discussed,  wasn't  it? 

Mr.  Lasater.  At  the  meeting? 

Mr.  Chertoff.  Yes. 

Mr.  Lasater.  No.  I  don't  recall  it  being  discussed,  no. 

Mr.  Chertoff.  You  remember  making  the  recommendation? 

Mr.  Lasater.  Yes,  I  do. 

Mr.  Chertoff.  You  confirmed  the  understanding  regarding  the 
appointment;  right? 

Mr.  Lasater.  Mr.  Chertoff,  I  didn't  write  this  letter. 

Mr.  Chertoff.  You  signed  it? 

Mr.  Lasater.  I  signed  it,  yes. 

Mr.  Chertoff.  The  letter  you  signed  and  sent  says,  "I  have  con- 
firmed our  understanding  regarding  the  appointment."  Right? 

Mr.  Lasater.  Right. 

Mr.  Chertoff.  Now,  hold  your  place  there  because  I  want  to  put 
i  up  on  the  Elmo  DKSN  26466,  which  is  in  your  package,  5/23.  It's 
a  memorandum  to  the  Governor  from  Cathy.  "Subject:  Recommen- 
dations by  Dan  Lasater." 

Mr.  Lasater.  OK.  I  have  it. 

Mr.  Chertoff.  This  appears  to  be  a  kind  of  a  tally  to  the  Gov- 
ernor of  how  they  are  handling  your  recommendations.  It's  like  a 
separate  category — The  Lasater  Recommendations.  It  says,  "Re- 
appoint: George  Wright,  James  Branigan."  Do  you  know  or  did  you 
know  George  Wright? 

Mr.  Lasater.  No. 

Mr.  Chertoff.  You  didn't  know  George  Wright? 

Mr.  Lasater.  Well,  I  knew — I  had  met  George  Wright. 

Mr.  Chertoff.  Did  you  recommend  him? 

Mr.  Lasater.  Yes,  I  did. 

Mr.  CHERTOFF.  James  Branigan,  did  you  recommend  him? 

Mr.  Lasater.  I  don't  recall  recommending 
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The  Chairman.  Do  you  know  or  did  you  know  a  James  Branigan? 

Mr.  Lasater.  No.  If  he  walked  in  this  room,  I  wouldn't  know 
him. 

The  Chairman.  You  didn't  know  him? 

Mr.  Chertoff.  So  you  didn't  recommend  James  Branigan? 

Mr.  Lasater.  I'm  not  saying  that  I  didn't  recommend  him. 

The  Chairman.  Oh.  Why  did  you  recommend  him? 

Mr.  Lasater.  Well,  probably  because  of  my  staff. 

Mr.  Chertoff.  Someone  asked  you  to  do  it  as  a  favor  and  you 
recommended  him? 

Mr.  Feinstein.  That's  not  what  he  said,  Mr.  Chertoff. 

Mr.  Chertoff.  Your  staff  recommended  him? 

Mr.  Lasater.  That's  what  I  would  believe. 

Mr.  Chertoff.  You  knew  Bill  Mathis? 

Mr.  Lasater.  Yes,  I  did. 

Mr.  Chertoff.  What  did  you  recommend  him  for? 

Mr.  Lasater.  He  was  a  very  bright  young  man. 

Mr.  Chertoff.  What  position  did  you  recommend  him  for? 

Mr.  Lasater.  I  don't  recall. 

Mr.  Chertoff.  Was  it  ADFA? 

Mr.  Lasater.  It  could  have  been. 

Mr.  Chertoff.  What  about  Mort  Hardwicke?  Did  you  recom- 
mend him? 

Mr.  Lasater.  I  met  Mort  back  here  a  little  bit  ago.  I  think  I  have 
met  him,  but  I  certainly  don't  know  him  well  enough  to  recom- 
mend him. 

Mr.  Chertoff.  Did  you  recommend  him? 

Mr.  Lasater.  I  could  possibly  have,  yes. 

Mr.  Chertoff.  He  was  on  the  Board  of  ADFA;  right?  That's  the 
Agency  that  gave  you  all  the  contracts;  right? 

Mr.  Lasater.  I'm  not  sure. 

Mr.  Chertoff.  You  are  not  sure  you  got  contracts  from  ADFA? 

Mr.  Lasater.  No.  We  got  contracts  from  ADFA.  I  am  not  sure 
what  Board  he  was  on. 

Mr.  Chertoff.  All  right.  We  will  establish  that  later.  But  I  will 
represent  to  you  he  was  on  ADFA. 

Mr.  Lasater.  OK. 

Mr.  Chertoff.  Margaret  Davenport- Jacks,  do  you  know  her? 

Mr.  Lasater.  Yes,  I  do. 

Mr.  Chertoff.  Did  you  recommend  her? 

Mr.  Lasater.  I  did. 

Mr.  Chertoff.  For  what? 

Mr.  Lasater.  One  of  the  Board  positions. 

Mr.  Chertoff.  Was  it  ADFA? 

Mr.  Lasater.  It  was  either  ADFA  or  the  Board  that  came  before 
ADFA. 

Mr.  Chertoff.  OK.  But  a  Board  that  gives  out  bond  contracts? 

Mr.  Lasater.  That's  correct. 

Mr.  Chertoff.  Then  Jim  Louis  Bell.  Did  you  recommend  him? 

Mr.  Lasater.  Jim  Tom  Bell? 

Mr.  Chertoff.  Jim  Tom  Bell.  I'm  sorry. 

Mr.  Lasater.  Yes,  I  did. 

Mr.  Chertoff.  Then  Don  Spears,  who  we  see  right  here;  right? 

Mr.  Lasater.  Right. 
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Mr.  CHERTOFF.  Ed  Willis,  it  says,  "Actually  Patsy  recommended 
him."  And  I  guess — of  course,  Patsy  Thomasson  was  working  for 
you  in  1983? 

Mr.  LASATER.  She  was,  yes. 

Mr.  CHERTOFF.  And  that  is  the  same  Patsy  Thomasson  who  now 
works  in  the  White  House? 

Mr.  Lasater.  It  is. 

Mr.  CHERTOFF.  Now  this  goes  to  the  Governor.  And  we've  estab- 
lished through  Betsey  Wright  that  when  you  see  this  little  reverse 
checkmark,  that  is  the  Governor  characteristic  checkmark.  He 
writes,  "OK."  So  now  is  it  still  your  position  that  you  had  less  influ- 
ence with  the  Governor  and  you  were  treated  less  fairly  than  any- 
body else  in  Arkansas  on  these  kinds  of  issues? 

Mr.  Lasater.  Repeat  the  question,  please. 

Mr.  CHERTOFF.  Is  it  still  your  position  that  you  had  less  influence 
with  the  Governor  and  you  were  treated  less  fairly  than  anybody 
else  in  Arkansas? 

Mr.  Lasater.  No.  It  is  not  my  position  that  I  was  treated  less 
fairly  than  everybody  else  in  Arkansas. 

Mr.  CHERTOFF.  Did  you  know  that 

Mr.  Lasater.  It  is  my  position  that  we  had  the  second  largest 
capitalized  firm  in  the  State  of  Arkansas  and  we  didn't  receive  the 
pro  rata  share  of  the  bond  business  that  I  thought  we  were  entitled 
to  because  of  the  size. 

Mr.  CHERTOFF.  You  thought  you  were  entitled  to  a  third;  right? 

Mr.  Lasater.  I'm  sorry? 

Mr.  CHERTOFF.  You  thought  you  were  entitled  to  a  third;  right? 

Mr.  Lasater.  A  third? 

Mr.  Chertoff.  Yes. 

Mr.  Lasater.  Now  where  did  you  come  with  that  number? 

Mr.  Chertoff.  Well,  I'm  asking  you.  Did  you  think  you  were  en- 
titled to  a  third  of  the  business? 

Mr.  Lasater.  No. 

Mr.  Chertoff.  Did  you  know  that  the  Governor's  office  kept  a 
separate  category,  kind  of  a  running  list,  as  to  the  Lasater  recom- 
mendations? 

Mr.  Lasater.  I  did  not. 

Mr.  Chertoff.  Why  would  they  do  this? 

Mr.  Lasater.  You  will  have  to  ask  someone  else  other  than  I. 

Mr.  Chertoff.  I  mean,  if  your  view  is  that  you  were  kind  of  like, 
you  did  not  really  know  the  Governor,  you  are  really  kind  of  an 
outsider,  and  you  are  just  kept  at  arms-length,  why  would  they 
keep  a  separate  list  or  a  separate  tally  that  the  Governor  person- 
ally reviews  of  your  recommendations  to  various  boards  that  award 
contracts  that  you  have  an  interest  in  obtaining?  Can  you  think  of 
any  reason? 

Mr.  Lasater.  No,  sir. 

Mr.  Chertoff.  Let's  finish  up  with  the  letter  of  February  15th. 
You  also  requested  an  opportunity  to  be  let  in  on  an  upcoming 
AHDA/FHA  financing;  is  that  right?  That's  at  the  bottom,  fourth 
paragraph. 

Mr.  Lasater.  I  see  that,  yes. 

Mr.  Chertoff.  But  you  also  asked  for  other  contracts  and  other 
business  directly  from  the  Governor.  Do  you  remember,  there  was 


2600 

something  called  the  Mount  Hood  Pension  Fund,  a  National  Inves- 
tor's Life  Insurance,  a  National  Investor's  Pension  Fund? 

Mr.  Lasater.  What  was  the  name  of  it? 

Mr.  Chertoff.  Mount  Hood  Pension  Fund,  National  Investor's 
Life  Insurance,  and  National  Investor's  Pension  Fund. 

Mr.  Lasater.  I  remember  National  Investor's,  yes. 

Mr.  Chertoff.  All  right.  In  1983,  that  was  in  liquidation? 

Mr.  Lasater.  Yes. 

Mr.  Chertoff.  You  wanted  an  opportunity  to  participate  in  the 
sale  of  securities;  right? 

Mr.  Lasater.  Yes,  sir. 

Mr.  Chertoff.  You  felt  you  had  been  cut  out  of  that;  right? 

Mr.  Lasater.  I'm  not  sure  at  that  point  we  had  been  cut  out  of 
it.  I'm  not  sure. 

Mr.  Chertoff.  Well,  there  was  a  woman  named  Linda  Garner, 
who  was  the  regulator  responsible  for  handling  this  matter. 

Mr.  Lasater.  Yes,  appointed  by  Frank  White,  the  Republican 
Governor,  yes,  sir. 

Mr.  Chertoff.  Right.  Then  Bill  Clinton  became  Governor  and 
you  wrote  directly  to  the  Governor  to  ask  him  to  get  you  into  posi- 
tion on  this  deal;  right? 

Mr.  FEINSTEIN.  Which  deal  are  we  now  referring  to? 

Mr.  Chertoff.  This  has  to  do  with  the  dispersal  of  the  National 
Investor's  Securities. 

Mr.  FEINSTEIN.  We  are  no  longer  on  the  February  15th  letter? 

Mr.  Chertoff.  Yes;  right. 

Mr.  Lasater.  Do  we  have  a  letter  referring  to  that? 

Mr.  Chertoff.  We  do,  indeed,  December  14,  1983,  in  your  pack- 
age. We  will  put  it  up  and  I  won't  insist  that  we  go  through  the 
entire  letter.  I  just  want  to  direct  your  attention  to  two  elements 
of  the  letter.  One  is  the  last  paragraph  on  the  first  page,  and  the 
next  is  the  first  paragraph  on  the  second  page. 

Mr.  Lasater.  What  paragraphs  again? 

Mr.  Chertoff.  The  last  paragraph  on  the  first  page. 

Mr.  Lasater.  OK. 

Mr.  Chertoff.  This  is  signed  by  you;  right?  Do  you  see  your  sig- 
nature on  the  second  page? 

Mr.  Lasater.  It's  signed  by  me,  yes. 

Mr.  Chertoff.  It  says, 

Faced  with  that  reality,  we  hope  that  you  will  be  able  to  take  the  initiative  in 
strongly  suggesting  that  Lasater  &  Company  may  be  included  with  First  Boston  and 
Stephens,  Inc.  as  a  third  co-manager.  This  would  mean  that  a  majority  of  the  busi- 
ness would  stay  in  Arkansas. 

And  then  it  continues  to  the  next  page. 

With  regard  to  the  Board  of  the  Arkansas  Housing  and  Development  Agency,  it 
is  our  understanding  that  the  chairmanship  rotates  annually.  Based  on  this  under- 
standing, we  would  like  to  recommend  our  mutual  friend,  George  Wright,  for  the 
chairmanship. 

Does  that  refresh  your  memory  about  your  recommendation  of 
George  Wright  for  initial  appointment  to  the  Agency  and  then  for 
reappointment  to  the  Agency? 

Mr.  Lasater.  I  think  I  testified  that  I  recommended  him. 

Mr.  CHERTOFF.  Now,  you  wrote  this  letter  and,  of  course,  it  was 
up  to  the  regulator,  Ms.  Garner,  to  make  the  final  decision.  But  did 
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you  know  that  the  Governor,  in  fact,  intervened  and  put  in  a  good 
word,  shall  we  say,  with  Ms.  Garner?  Did  you  know  that? 

Mr.  Lasater.  No,  I  don't  think  I  know  that. 

Mr.  CHERTOFF.  Well,  at  the  top  there  in  the  Governor's  writing, 
this  is  directed  to  somebody  and  it  says,  "Keep  after  Garner  until 
you  talk  to  her.  We  must  give  him  follow  up." 

Mr.  Feinstein.  That's  the  handwriting  on  the  top  of  this? 

Mr.  CHERTOFF.  Yes,  that's  right.  That's  the  handwriting  the  Gov- 
ernor put  on  your  letter. 

Mr.  Lasater.  I  don't  know. 

Mr.  CHERTOFF.  Did  he  tell  you  that  the  Governor  was  following 
up  on  your  request,  that  he  was  responding  by  saying,  "Keep  after 
the  regulator"? 

Mr.  Lasater.  No.  I  was  not  told  that. 

Mr.  CHERTOFF.  You  didn't  know  that? 

Mr.  Lasater.  No. 

Mr.  CHERTOFF.  You  didn't  pursue  it  with  him? 

Mr.  Lasater.  No. 

Mr.  CHERTOFF.  You  saw  Governor  Clinton  on  a  number  of  occa- 
sions, didn't  you,  on  a  social  basis? 

Mr.  Lasater.  I  saw  him  on  a  few  occasions  on  a  social  basis,  yes. 

Mr.  CHERTOFF.  I  know  I  am  not  going  to  have  time  to  cover  it 
all  in  this  round,  but  I  will  begin  at  the  beginning.  After  the  1980 
election  in  which  Mr.  Clinton  was  turned  out  of  office  by  Governor 
White,  you  had  a  sit-down  with  him;  right?  You  met  with  him? 

Mr.  Lasater.  Yes,  sir. 

Mr.  Chertoff.  And  tell  us  about 

Mr.  Lasater.  I  don't  recall  that  meeting.  But  I  have  been  told 
by  people  that  I  have  confidence  in  that  that  meeting  happened. 
But  I  still  don't  recall  it. 

Mr.  CHERTOFF.  Did  he  jog  by  your  office? 

Mr.  Lasater.  Jog  by? 

Mr.  Chertoff.  Yes.  Was  he  running  and  he  came  by  your  office? 

Mr.  Lasater.  I  don't  know. 

Mr.  CHERTOFF.  Let  me  see  if  I  can  refresh  your  memory.  Was 
Mr.  Locke  there,  do  you  know 

Mr.  Lasater.  Yes,  he  was  there. 

Mr.  Chertoff.  — at  this  meeting? 

Mr.  LASATER.  He's  the  one  that  refreshed  my  memory  on  it. 

Mr.  CHERTOFF.  When  did  he  refresh  your  memory  on  this? 

Mr.  Lasater.  In  the  last  few  months. 

Mr.  Chertoff.  So  you  all  have  been  talking  about  this? 

Mr.  Lasater.  Well,  he's  a  friend  of  mine  and  I  talk  to  him  every 
week  or  so. 

Mr.  Chertoff.  All  right.  In  his  deposition  at  page  28,  line  7: 

Question:  This  was  in  1980  after  Frank  White  took  office? 

Answer:  A  day  or  two  after  the  election,  like  in  November.  I  mean,  I  figure  Bill 
would  be  somewhere  vacationing;  he  was  running.  I  was  shocked  he  wanted  to  have 
this  meeting  but  he  wanted  to  know  what  he  did  wrong,  in  taking  advice  more  than 
anything  else  and  trying  to  gather  support. 

So  that's  how  it  took  place.  The  reason  I  remember  it  so  well — it  was  late  in  the 
afternoon,  like  5:00,  something  like  that,  we  got  together  after  work— was  that  after 
about  an  hour,  Bill  kept — he  was  concerned  he  had  to  call  Hillary  and  tell  her  he 
would  be  right  on  home;  every  15  minutes  he  would  say,  "I  will  be  right  on  home." 
That  was  about  the  most  notable  thing  about  the  meeting. 

Then,  it  goes  on  a  couple  of  lines  later. 
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Question:  Do  you  recall  how  long  the  meeting  took? 
Answer:  I  would  say  a  couple  of  hours,  like  from  5  to  7. 

Now  do  you  remember  the  meeting? 

Mr.  Lasater.  No. 

Mr.  CHERTOFF.  Do  you  know  why  he  came  to  you  and  Mr.  Locke? 

Mr.  Lasater.  For  political  support. 

Mr.  CHERTOFF.  But  why?  I  mean,  had  you  been  big  supporters 
of  him  back  in  the  late  1970's? 

Mr.  Lasater.  No,  but  he  had  been  defeated  and  he  was  looking 
for  additional  support. 

Mr.  Chertoff.  So  you  agreed  to  give  him  some  support;  right? 

Mr.  Lasater.  I  don't  recall  if  we  agreed  at  that  time  to  support 
him  or  not. 

Mr.  Chertoff.  Well,  during  that  2-hour  period,  what  did  you  all 
talk  about? 

Mr.  Lasater.  I  don't  recall  the  meeting,  as  I've  mentioned  to  you. 
But  I  don't  dispute  the  meeting. 

Mr.  Chertoff.  I  think  my  time  is  up. 

The  Chairman.  Senator  Sarbanes. 

OPENING  COMMENTS  OF  SENATOR  PAUL  S.  SARBANES 

Senator  SARBANES.  Mr.  Lasater,  you  regard  what  you  did  with 
respect  to  the  cocaine  as  wrong,  don't  you? 

Mr.  Lasater.  I  certainly  do. 

Senator  SARBANES.  In  fact,  you  pled  guilty  to  charges,  didn't  you, 
because  of  it? 

Mr.  Lasater.  That's  correct. 

Senator  SARBANES.  And  went  to  jail? 

Mr.  Lasater.  That's  correct. 

Senator  Sarbanes.  For  how  long? 

Mr.  Lasater.  I  was  in  actual  prison  for  6  months.  I  was  in  a 
halfway  house  for  4  months  and  under  house  arrest  for  2  months. 

Senator  Sarbanes.  Mr.  Chertoff  went  at  you  very  hard  about  the 
distinction  between  giving  away  drugs  and  selling  drugs.  But  you 
don't,  for  a  moment,  contend  that  giving  away  drugs  isn't  wrong, 
do  you? 

Mr.  Lasater.  No,  I  certainly  do  not.  I  know  that  it  was  wrong. 

Senator  Sarbanes.  OK.  Now  have  you  been  drug  free  since  then? 

Mr.  Lasater.  Yes,  sir,  I  have. 

Senator  Sarbanes.  I'm  just  curious,  because  it's  a  problem  in  our 
society.  How  were  you  able  to  do  that?  How  were  you  able  to  break 
off  the  drug  habit? 

Mr.  Lasater.  The  only  way  that  I  could  do  it  was  through  the 
power  of  Jesus  Christ  and  accepting  him  into  my  life. 

Senator  Sarbanes.  Was  that  a  development  that  took  place  in 
prison  or  subsequent  to  prison? 

Mr.  Lasater.  In  prison. 

Senator  Sarbanes.  In  prison?  Through  counseling  by  the  prison 
authorities? 

Mr.  Lasater.  No,  sir.  It  was  through  a  personal  relationship. 

Senator  SARBANES.  OK.  I  yield  to  Mr.  Kravitz. 

Mr.  Kravitz.  Thank  you,  Senator  Sarbanes. 

Good  morning,  Mr.  Lasater. 

Mr.  Lasater.  Good  morning. 
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Mr.  Kravttz.  Good  morning,  Mr.  Drake. 

Mr.  Drake.  Good  morning. 

Mr.  Kravitz.  Mr.  Lasater,  I  know  this  is  difficult  for  you  this 
morning.  There  have  been  a  lot  of  harsh  allegations  and  tough 
questioning  about  some  subjects  that  I'm  sure  you  would  prefer  not 
to  talk  about.  What  I  would  like  to  do  is  ask  you  some  questions 
about  what  our  Resolution  directly  authorizes  this  Committee  to  in- 
vestigate; and,  that  is  the  bond  underwriting  contracts  between 
Lasater  &  Company  and  the  Arkansas  Development  Finance  Au- 
thority. And  I  would  like  to  start  by  putting  up  on  the  screen  a  doc- 
ument marked  DKSN  26102. 

I  don't  know  whether  you  have  a  copy  of  that  in  your  packet.  If 
not,  I  think  one  will  be  brought  down  to  you.  Actually,  if  one  could 
be  given  to  Mr.  Drake  as  well. 

[Document  provided.] 

My  understanding  is  that  this  is  a  document  that  was  prepared 
by  the  Arkansas  Development  Finance  Authority  during  the  1992 
Presidential  Campaign  summarizing  the  awards  of  bond  underwrit- 
ing contracts  by  the  Arkansas  Housing  Development  Authority  and 
the  Arkansas  Development  Finance  Authority  between  1978  and 
1991. 

Mr.  Drake,  let  me  start  by  asking  you  a  question,  just  going  back 
a  little  bit  for  a  little  history.  Before  1983,  is  it  correct  that  the 
State  bond  business  was  limited  to  a  very  small  number  of  firms 
in  Arkansas? 

Mr.  Drake.  Yes,  that's  correct. 

Mr.  Kravitz.  How  small  was  that  number? 

Mr.  Drake.  Two. 

Mr.  Kravitz.  Which  were  the  two  firms? 

Mr.  Drake.  Stephens,  Inc.,  which  is  where  I  was  employed  at  the 
time;  and  T.J.  Raney  and  Sons. 

Mr.  Kravitz.  Who  was  the  Governor  of  the  State  of  Arkansas  in 
1981  and  1982? 

Mr.  Drake.  Frank  White. 

Mr.  Kravitz.  Was  he  a  Democrat  or  a  Republican? 

Mr.  Drake.  He  was  Republican. 

Mr.  Kravitz.  Was  Stephens,  Inc.,  where  you  were  employed  at 
the  time,  known  to  be  a  supporter  of  Governor  White? 

Mr.  Drake.  Yes. 

Mr.  Kravitz.  And  Stephens  did  receive  a  large  percentage  of  the 
State  bond  business  during  Governor  White's  term? 

Mr.  Drake.  We  received  a  lot  and  we  tried  to  get  as  much  more 
as  we  could. 

Mr.  Kravitz.  When  Governor  Clinton  came  back  into  office  in 
January  1983,  did  you  become  aware  that  he  had  a  different  policy 
than  Governor  White  had  had  and  specifically  that  the  new  policy 
would  be  to  involve  as  many  Arkansas  bond  firms  as  possible  or, 
at  least,  as  were  qualified  in  the  bond  underwriting  process  so  as 
to  increase  competition  in  the  bond  underwriting  process  and  to 
bring  in  new  ideas  for  the  State  in  raising  money? 

Mr.  Drake.  Yes,  that's  the  case. 

Mr.  Kravitz.  Mr.  Lasater,  are  you  familiar  with  this  new  policy 
or  change  in  policy  that  came  in  with  Governor  Clinton  in  1983? 

Mr.  Lasater.  I  am. 
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Mr.  Kravitz.  By  the  way,  before  1983,  was  Lasater  &  Company 
or  was  Collins,  Locke  &  Lasater  one  of  the  very  small  number  of 
firms  who  were  allowed  to  share  in  the  State  bond  business? 

Mr.  Drake.  My  recollection  is  that  prior  to  1983,  while  I  was  at 
Stephens,  we  did  our  best  to  keep  everybody  out  of  the  deals  that 
we  could  keep  out  of  the  deals,  to  keep  most  of  the  fees,  of  course, 
in  our  end  of  the  arena.  When  Bill  Clinton  was  re-elected,  his  pol- 
icy was  to  make  the  pie  larger  instead  of  the  various  pieces  larger. 
The  idea  was  to,  in  a  typical  capitalistic  approach,  the  more  com- 
petition we  have,  the  better  ideas  we  have,  the  better  the  ideas,  the 
better  the  performance,  et  cetera.  And  it  worked. 

Mr.  Kravitz.  Well,  that  was  actually  my  next  question.  If  I  could 
direct  your  attention  to  this  document  that's  up  on  the  screen,  how 
many  firms  are  listed  as  recipients  of  State  bond  business  from  the 
Housing  Development  Authority  in  the  1981/82  period,  Mr.  Drake? 

Mr.  Drake.  Three. 

Mr.  Kravitz.  And  those  are? 

Mr.  Drake.  T.J.  Raney,  Stephens,  Inc.,  and  George,  which  is 
short  for  George  K.  Baum,  I'm  reasonably  sure. 

Mr.  Kravitz.  In  the  1983/84  period,  how  many  firms  are  listed? 

Mr.  Drake.  Eleven. 

Mr.  Kravitz.  So  that  would  be  consistent  with  your  memory  of 
the  implementation  of  Governor  Clinton's  new  policy  to  involve  a 
greater  number  of  qualified  Arkansas  bond  firms  in  State  bond  un- 
derwriting business? 

Mr.  Drake.  That's  correct. 

Mr.  Kravitz.  Mr.  Lasater,  you  testified  earlier  that,  in  your  view, 
your  company  did  not  get  any  more  than  its  fair  share  of  the 
State's  bond  business  once  this  broadening  of  opportunity  began  in 
1983.  And  I  wonder  if  you,  now  having  had  a  chance  to  review  this 
document  that's  up  on  the  screen  which  shows  exactly  how  much 
bond  business  your  companies  received  in  the  1983/84  time  period, 
that  refreshes  your  memory  or  actually  corroborates  your  memory 
in  any  way? 

Mr.  Lasater.  It  just  verifies  it,  yes. 

Mr.  Kravitz.  What  is  it  about  this  document  that,  in  your  view, 
verifies  your  testimony? 

Mr.  Lasater.  Basically  there  were  only  three  firms  in  1981  and 
1982;  there  were  11  in  1983  and  1984;  and  in  1985  to  1991,  there 
has  been  26. 

Mr.  Kravitz.  According  to  this  document,  the  two  firms  which 
each  received  the  largest  amount  of  business  in  the  1983/84  period 
were  George  Baum  and  T.J.  Raney;  is  that  correct? 

Mr.  Lasater.  That's  correct. 

Mr.  Kravitz.  Each  receiving  $327,500,000  worth  of  bonds  to  sell; 
is  that  correct? 

Mr.  Lasater.  Yes,  sir. 

Mr.  Kravitz.  And  just  so  we  are  clear,  that's  not  the  amount  of 
money  that  either  of  those  firms  earned;  that  was  the  value  of  the 
bonds  that  they  were  to  sell? 

Mr.  Lasater.  That's  money  they  raised,  yes. 

Mr.  Drake.  May  I  interrupt  and  just  make  a  statement  about 
this?  Those  are  deals  that  they  participated  in,  not  that  they  solely 
were  responsible  for  selling.  And  there's  a  lot  of 
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Mr.  KRAVITZ.  I  think  that's  an  important  point. 

Mr.  DRAKE.  It's  a  very  important  point. 

Mr.  Kravitz.  And  then  Stephens,  Inc.  is  third  on  the  list  at  $251 
million;  is  that  correct? 

Mr.  Lasater.  That's  correct. 

Mr.  Drake.  Lasater  at  the  same  level,  just  after  Stephens,  Inc., 
$251  million? 

Mr.  Lasater.  That's  correct. 

Mr.  Kravitz.  Then  also  further  down  the  list,  Collins,  which  pre- 
sumably refers  to  Collins,  Locke  &  Lasater,  at  $76  million? 

Mr.  Lasater.  Yes,  sir. 

Mr.  Kravitz.  Now,  my  math  shows  me  that  the  total  for  Lasater 
&  Company,  $251  million,  plus  Collins,  Locke  &  Lasater,  $76  mil- 
lion, actually  equals  exactly  the  same  that  George  Baum  and  T.J. 
Raney — exactly  the  same  value  of  the  bond  offerings  that  those  two 
firms  were  involved  in  during  that  2-year  period,  $327  million;  is 
that  correct? 

Mr.  Lasater.  In  the  1983/84  period,  there  were  two  different 
firms.  Initially,  it  was  Collins,  Locke  &  Lasater.  That  firm  was  sep- 
arated and  Collins  went  his  way  and  I  went  my  way.  He  had  his 
own  firm  that  participated  and  I  had  my  firm  that  participated. 

Mr.  Kravitz.  So  in  fact,  we  really  shouldn't  add  those  two  figures 
together? 

Mr.  Lasater.  Not  in  my  opinion,  no. 

Mr.  Kravitz.  In  your  opinion,  your  firm  received  less  business  in 
the  1983/84  period  than  George  Baum  and  T.J.  Raney? 

Mr.  Lasater.  Right.  We  did  a  small  percentage  of  this  business, 
too,  because  our  customer  base  was  mostly  national.  We  did  not 
have  a  big  Arkansas  customer  base.  So  we  did  not  sell  a  lot  of 
these  bonds. 

Mr.  Kravitz.  Now  just 

Senator  SARBANES.  Mr.  Drake,  I  want  to  make  sure  I  understand 
your  point.  Was  your  point  that  these  figures  are  the  total  amount 
of  the  bond  issues  in  which  these  various  companies  participated; 
is  that  correct? 

Mr.  Drake.  That's  correct,  Senator. 

Senator  SARBANES.  But  the  allocation  to  the  particular  company 
would  be  relevant  in  determining  how  much  the  company  itself  was 
getting;  is  that  correct? 

Mr.  Drake.  That's  correct. 

Senator  Sarbanes.  So  for  instance,  if  Lasater  participated  with 
Stephens  or  with  T.J.,  you  would  have  to  figure  out  how  much  each 
got;  is  that  correct? 

Mr.  Drake.  That's  correct. 

Senator  Sarbanes.  Now  it's  my  understanding,  I  think,  from 
reading  through  some  of  the  material  that  one  of  your  complaints, 
Mr.  Lasater,  was  you  were  getting  lesser  percentages,  as  a  rule, 
than  some  of  the  others;  is  that  correct? 

Mr.  Lasater.  Yes,  sir. 

Senator  Sarbanes.  OK. 

Mr.  Kravitz.  And  just  to  close  the  loop  on  this  one  document  and 
the  subject  of  a  fair  division  among  the  various  firms  in  Arkansas 
during  the  Clinton  administrations,  did  Stephens,  Inc.  continue  to 
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receive  State  bond  business  even  after  Governor  Clinton  got  back 
into  the  Governor's  office  in  1983? 

Mr.  Lasater.  He  did. 

Mr.  KRAVlTZ.  Was  that  even  though  it  was  well  known  that  the 
Stephens  firm  had  supported  Frank  White  for  re-election  in  1982? 

Mr.  Lasater.  That's  correct. 

Mr.  Kravitz.  Indeed,  Mr.  Drake,  do  you  know  where  Governor 
White  went  to  work  after  he  left  the  Governor's  office  in  January 
of 

Mr.  Drake.  He  went  to  work  at  Stephens,  Inc.  as  head  of  the 
Municipal  Finance  Department. 

Mr.  Kravitz.  And  that  was  in  January  1983? 

Mr.  Drake.  It  was  in  1983.  I  can't  tell  you  exactly  when  it  was. 

Mr.  Kravitz.  It  was  January  1983,  when  he  left  office? 

Mr.  DRAKE.  Yes.  He  took  his  Administrative  Assistant,  Preston 
Bynum  with  him,  as  well.  I  might  point  out  that  Linda  Garner, 
when  she  left  the  administration,  went  to  work  at  Stephens,  Inc. 

Mr.  Kravitz.  Mr.  Drake,  Mr.  Chertoff  asked  several  questions 
earlier  about  various  letters  of  recommendation  that  Mr.  Lasater 
signed  recommending  that  the  Governor  appoint  various  persons  to 
the  Housing  Development  Authority  Board  or  the  Arkansas  Devel- 
opment Finance  Authority  Board  later.  I  want  to  ask  you:  While 
you  were  at  Stephens,  Inc.,  did  anyone  in  that  firm  ever  make  rec- 
ommendations to  anyone  in  the  Governor's  office  as  to  persons  that 
Stephens  wished  to  have  appointed  to  State  Boards? 

Mr.  Drake.  Routinely. 

Mr.  Kravitz.  What  Board  or  Boards  did  officials  from  Stephens, 
Inc.  make  recommendations  relating  to? 

Mr.  Drake.  Boards  that  had  vacancies. 

Mr.  Kravitz.  Did  it  include  the  Housing  Development  Authority 
Board? 

Mr.  Drake.  It  most  assuredly  did. 

Mr.  Kravitz.  And  to  your  knowledge,  did  Stephens  subsequently 
make  recommendations  to  the  Governor's  office  relating  to  appoint- 
ments to  the  Arkansas  Development  Finance  Authority  Board? 

Mr.  Drake.  Yes. 

Mr.  Kravitz.  You  said,  "routinely."  Is  it  your  understanding  that 
many  of  these  firms,  including  Lasater  and  Stephens,  routinely 
made  recommendations  to  the  Governor's  office  for  appointments? 

Mr.  Drake.  Yes.  May  I  elaborate  on  that  just  for  a  moment? 

Mr.  Kravitz.  Please. 

Mr.  Drake.  At  the  three  investment  firms  that  I  have  profes- 
sional experience,  the  firms  are  divided  typically  into  corporate  fi- 
nance or  public  finance.  And  the  professionals  in  the  public  finance 
department  that  were  responsible  for  dealing  with  issuers  of  securi- 
ties such  as  ADFA  or  AHDA  at  the  time  would  routinely  report  to 
the  president  of  the  firm  on  appointments  that  were  coming  up  or 
rotating  officers  of  Boards  and  Commissions. 

Our  responsibility  to  the  firm,  as  individuals  who  were  assigned 
to  those  Boards  and  Commissions,  was  to  make  sure  that  our  firm's 
interests  were  represented  to  the  persons  in  the  government  that 
were  making  the  appointments.  It  was  very  routine.  That's  what 
we  did  with  Dan.  That's  what  we  did  with  Jack  Stephens.  And  dur- 
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ing  my  short  tenure  at  Morgan,  Keegan,  that's  what  we  did  with 
Allen  Morgan. 

Mr.  KRAVITZ.  So  this  Committee's  record  should  be  very  clear 
that  there  was  nothing  unique  about  the  fact  that  Mr.  Lasater 
wrote  such  letters;  is  that  correct? 

Mr.  Drake.  I  would  like  to  point  out  that  Mr.  Lasater  did  not 
write  these  letters.  I  did. 

Mr.  KRAVITZ.  Fair  enough.  There's  nothing  unique  about  the  fact 
that  he  signed  the  letters  and  that  they  were  sent  over 

Mr.  Drake.  Well,  he  was  the  President,  he  owned  the  firm.  And 
I  would  expect  that  the  owner  would  sign  those  letters. 

Mr.  KRAVITZ.  To  your  knowledge,  was  every  single  recommenda- 
tion that  the  Lasater  firm  made  to  the  Governor's  office  relating  to 
a  position  on  the  Housing  Development  Authority  or  the  ADFA 
Board  followed  by  the  Governor? 

Mr.  Drake.  No. 

Mr.  Kravitz.  Were  some  of  those  recommendations  not  followed? 

Mr.  Drake.  Some  of  them  were  not  followed. 

Mr.  Kravitz.  If  we  could  put  on  the  Elmo  DKSN  26484,  which 
is  a  memo  from  Bob  Nash  to  Governor  Clinton  and  Betsey  Wright, 
dated  May  2,  1985?  Do  you  know  if  you  have  that? 

Mr.  Feinstein.  I  don't  believe  we  have  that  one. 

Mr.  Kravitz.  Mr.  Lasater,  Mr.  Chertoff  asked  you  earlier  about 
a  recommendation  that  you  made  for  the  ADFA  Board  to  Governor 
Clinton  regarding  a  man  named  Jim  Tom  Bell. 

Mr.  Lasater.  Yes,  sir. 

Mr.  Kravitz.  Do  you  remember  making  that  recommendation? 

Mr.  Lasater.  Yes,  sir. 

Mr.  Kravitz.  All  right.  I  think  we  have  the  document  down  at 
the  table  now.  Do  you  have  a  copy,  Mr.  Lasater? 

Mr.  Lasater.  I  can  see  the  monitor. 

Mr.  Kravitz.  OK.  As  we  can  see,  we  have  had  testimony  about 
this  document  previously  from  other  witnesses.  Mr.  Nash  writes  to 
Governor  Clinton  and  Betsey  Wright  on  May  2,  1985:  "Dan  Lasater 
gave  me  Tom's  letter  when  I  met  with  him  on  Wednesday  for 
lunch.  Bell  is  not  my  kind  of  person.  Has  always  caused  the  Agency 
(AHDA)  problems."  To  your  understanding,  Mr.  Lasater,  was  Mr. 
Bell  appointed  to  the  ADFA  Board? 

Mr.  Lasater.  He  was  not. 

Mr.  Kravitz.  Mr.  Drake,  do  you  know  whether  Mr.  Bell  was  ap- 
pointed to  the  ADFA  Board? 

Mr.  Drake.  He  was  not,  and  I  did  everything  I  could  to  make 
sure  he  wasn't. 

Mr.  Kravitz.  Just  so  we  are  clear,  I  think  this  certainly  is  con- 
sistent with  the  testimony  of  Mr.  Drake,  that  not  all  of  the  rec- 
ommendations that  Mr.  Lasater  made  were  followed  by  the  Gov- 
ernor. I  take  it  from  your  testimony,  Mr.  Drake,  that  there  were 
other  recommendations  in  addition  to  this  recommendation  relating 
to  Mr.  Bell  that  were  not  followed  by  the  Governor's  office.  Is  that 
correct? 

Mr.  Drake.  That's  correct. 

Mr.  Kravitz.  So  the  notion  that  somehow  because  of  political 
contributions  or  a  friendship  between  Mr.  Lasater  and  Governor 
Clinton,  Mr.  Lasater  was  permitted  to,  as  it  were,  write  the  list  of 
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Board  members  for  the  ADFA  Board  and  for  the  Housing  Develop- 
ment Authority  Board.  Is  that  consistent  with  the  facts  or  with  re- 
ality, Mr.  Drake? 

Mr.  Drake.  No. 

Mr.  Kravitz.  Mr.  Lasater. 

Mr.  Lasater.  I'm  sorry,  I  didn't  understand  the  question. 

Mr.  Kravitz.  Were  you  given  free  reign  to  name  all  of  the  mem- 
bers of  the  ADFA  Board? 

Mr.  Lasater.  Certainly  not. 

Mr.  Kravitz.  Mr.  Chertoff  asked  you,  Mr.  Lasater,  several  ques- 
tions about  a  meeting  that  you  had  with  Governor  Clinton  and 
Betsey  Wright  at  some  point,  presumably  in  early  1985.  Let  me  ask 
you,  Mr.  Drake,  in  your  experience,  working  both  at  Lasater  & 
Company  and  at  other  firms,  was  it  at  all  unusual  for  officials  of 
bond  underwriting  companies  to  pitch  their  own  business  with 
State  officials? 

Mr.  Drake.  No.  It  was  the  norm,  not  the  exception. 

Mr.  Kravitz.  When  you  were  at  Stephens,  Inc.,  did  people  from 
your  company  meet  with  members  of  the  Governor's  office  to  seek 
additional  business? 

Mr.  Drake.  Routinely. 

Mr.  Kravitz.  Did  the  same  thing  happen  when  you  were  at  Mor- 
gan, Keegan? 

Mr.  Drake.  Routinely. 

Mr.  Kravitz.  Mr.  Lasater,  as  you  recall,  Mr.  Chertoff  asked  you 
some  questions  about  a  letter  from  you  to  Governor  Clinton,  dated 
February  15,  1985. 

Mr.  Lasater.  Yes,  sir. 

Mr.  Kravitz.  That  was  DKSN  27573  and  74,  in  which  you  sug- 
gested to  Governor  Clinton,  or  at  least  the  letter  that  you  signed 
suggested  to  Governor  Clinton,  a  number  of  things,  including  that 
you  would  like  advance  notice  of  upcoming  bond  offerings  or  up- 
coming development  matters  in  the  State,  and  also  if  possible,  you 
would  like  to  have  regular  meetings  with  the  Governor.  Let  me  just 
ask  you:  Did  you  ever,  after  writing  this  letter,  have  regular  meet- 
ings with  Governor  Clinton? 

Mr.  Lasater.  No,  sir. 

Mr.  Kravitz.  Did  you  start  receiving  heads-up  regarding  develop- 
ment issues  that  were  about  to  come  up  in  the  State  of  Arkansas 
as  a  result  of  this  letter? 

Mr.  Lasater.  No,  sir. 

Mr.  Kravitz.  Who  wrote  the  letter;  do  you  know? 

Mr.  Lasater.  I  think  Michael  wrote  it.  I'm  not  sure. 

Mr.  Kravitz.  Is  that  correct,  Mr.  Drake? 

Mr.  Lasater.  Or,  it  could  have  been  Rick  Knox. 

Mr.  Drake.  Well,  I  wrote  the  letter.  In  my  deposition,  I  stated 
that  I  didn't.  I  now  recall  that  I  did.  It  was  a  letter  that  was  a  com- 
pilation of  recommendations  from  staff  that  I  then  took  to  Dan  for 
signature. 

Mr.  Kravitz.  And  as  far  as  you  are  aware,  Mr.  Drake,  the  rec- 
ommendations or  the  suggestions  to  the  Governor's  office  were  not 
followed? 

Mr.  Drake.  They  weren't  followed  as  long  as  I  was  employed  by 
Dan.  I  would  have  been  very  surprised  if  they  had  been  followed. 
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Mr.  Kravitz.  OK.  And  I  should  say  that  another  document  in  the 
Committee's  possession,  DKSN  27572,  again  a  document  that  we 
have  received  testimony  on,  indicates  that  Betsey  Wright,  upon  re- 
ceipt of  the  letter,  wrote,  "outrageous"  on  it.  Then  Governor  Clinton 
wrote,  "Not  the  time  to  go  this  far."  To  paraphrase,  Ms.  Wright's 
testimony  about  Mr.  Clinton's  note,  she  said  it  was  his  polite  man- 
ner of  saying  no,  we  were  not  going  to  be  giving  heads-up  to  one 
firm  and  we  were  not  going  to  be  having  regular  meetings  with 
that  firm. 

Mr.  Lasater,  I  wanted  to  ask  you  a  few  more  questions  about  the 
meeting  that  you  had  with  Governor  Clinton  and  Betsey  Wright  at 
the  Governor's 

Mr.  Lasater.  Excuse  me.  But  that  was  just  Governor  Clinton.  I 
don't  recall  Betsey  Wright  being  there. 

Mr.  Kravitz.  I  apologize.  That  was  the  meeting  at  the  Governor's 
office? 

Mr.  Lasater.  Yes,  sir. 

Mr.  Kravitz.  What  was  Governor  Clinton's  response  when  you 
suggested  to  him  that  you  thought  your  company  should  receive  a 
larger  share  of  the  State's  bond  business? 

Mr.  Lasater.  Cordial,  non-committal. 

Mr.  Kravitz.  After  that  meeting,  did  you  receive  any  increase? 
Did  your  company  receive  any  increase  in  its  share  of  the  State's 
bond  business? 

Mr.  Lasater.  No,  sir. 

Mr.  Kravitz.  Mr.  Chertoff  asked  you  several  questions  about 
what  he  alleged  were  failures  on  your  part  to  disclose  certain  infor- 
mation to  Governor  Clinton  during  that  meeting.  And  I  want  to 
show  you  another  document  that  Mr.  Chertoff  did  not  show  you.  I 
may  be  wrong  about  that,  he  may  have.  I  just  wanted  to  show  you 
this  document,  because  it  may  assist  the  Committee  in  clearing  up 
any  misperceptions  that  were  created  by  the  earlier  questioning. 
The  document  I'm  referring  to  is  DKSN  26479,  which  is  a  January 
23,  1985  letter,  signed  by  you  to  the  Honorable  Bill  Clinton,  Gov- 
ernor. Do  you  have  that  in  front  of  you,  sir? 

Mr.  Lasater.  I  do. 

Mr.  Kravitz.  The  first  line  of  this  letter  says:  "Since  our  January 
4,  1985  meeting,"  and  then  it  goes  on.  Now,  you've  already  testified 
that  you  only  remember  one  such  meeting  with  Governor  Clinton. 
Does  this  refresh  your  memory  as  to  when  this  meeting  occurred? 

Mr.  Lasater.  Yes,  that  had  to  be  the  meeting. 

Mr.  Kravitz.  So  after  seeing  this  letter,  your  memory  is  that  the 
one  meeting  you  were  testifying  about  with  Governor  Clinton  most 
likely  occurred  on  January  4,  1985? 

Mr.  Lasater.  Yes,  sir. 

Mr.  Kravitz.  Mr.  Chertoff  asked  you  whether  during  your  meet- 
ing with  Governor  Clinton  you  informed  the  Governor  that  you  had 
made  a  loan  to  the  Governor's  brother,  Roger.  Do  you  remember 
those  questions? 

Mr.  Lasater.  Yes,  I  do. 

Mr.  Kravitz.  Now,  correct  me  if  I'm  wrong,  but  my  understand- 
ing is  that  the  loan  that  you  made  to  Roger  Clinton  was  in  Feb- 
ruary 1985;  is  that  correct? 

Mr.  Lasater.  I  don't  recall. 
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Mr.  KRAVITZ.  Do  you  remember  whether  it  was  before  or  after 
January  4,  1985? 

Mr.  Lasater.  No,  sir,  I  don't. 

Mr.  Kravitz.  Mr.  Chertoff  also  asked  you  whether  you,  in  your 
meeting  with  Governor  Clinton,  told  the  Governor  about  the  state- 
ments of  the  Federal  Bankruptcy  Court  Judge  relating  to  your  tes- 
timony. The  article  that  Mr.  Chertoff  showed  you  was  undated,  as 
far  as  we  know,  but  it  says  January  1985.  And  1985,  it  certainly 
seems  like  it's  more  likely  than  not  that  it  was  after  January  4, 
1985,  that  the  Bankruptcy  Court  Judge  said  whatever  he  said.  So 
I  think  that  may  put  it  into  context  as  to  why  you  may  not  have 
told  Governor  Clinton  about  that.  Is  that  fair  to  say? 

Mr.  Lasater.  That's  fair  to  say. 

Mr.  Kravitz.  OK,  Mr.  Cole. 

Mr.  Cole.  Mr.  Drake,  if  I  could  ask  you  to  return  for  a  moment 
to  the  February  15,  1985  letter  that  Mr.  Kravitz  asked  you  about 
previously,  perhaps  we  could  put  that  up  on  the  display. 

There  has  been  some  attention  during  these  hearings  focused  on 
the  third  paragraph  of  that  letter  where  it  says,  "To  begin,  let  me 
suggest  that  Lasater  &  Company  be  advised  of  all  financing  pro- 
posals affecting  the  State  of  Arkansas."  And  I  must  confess,  to  me, 
that  does  seem  to  be  something  of  an  unusual  request.  Can  you  tell 
me  what  prompted  you  to  include  that  request  in  your  letter?  I  un- 
derstand you  drafted  this  letter  for  Mr.  Lasater's  signature;  is  that 
correct? 

Mr.  Drake.  That's  correct. 

Mr.  Cole.  Can  you  enlighten  the  Committee  as  to  why  you  might 
have  included  this  request  in  the  letter? 

Mr.  Drake.  Sure.  Late  1984  and  1985  was  the  period  of  time 
that  Governor  Clinton  introduced  his  economic  development  initia- 
tive in  the  Arkansas  Legislature,  effectively  converting  the  Arkan- 
sas Housing  Development  Agency  which  was  a  very  narrow — had 
very  narrow  authority  to  issue  securities  into  the  Arkansas  Devel- 
opment Finance  Authority,  which  had  broad  issuance  authority. 

Mr.  Cole.  If  I  could  interrupt  you  on  that  point  for  one  moment, 
the  distinction  being  important  because  the  Housing  Authority 
could  issue  bonds  to  finance  only  certain  kinds  of  activities.  And  I 
take  it  the  Governor's  legislative  program  was  for  a  broader  range 
of  economic  development  in  the  State,  so  you  needed  broader 

Mr.  Drake.  That's  right. 

Mr.  Cole.  — legislative  authority? 

Mr.  Drake.  That's  right.  Just  to  elaborate  on  that  point  a  little 
bit,  AHDA  was  permitted  to  issue  two  types  of  securities — multi- 
family  housing  securities  or  single-family  housing  securities. 

In  1984,  the  Governor  and  Bob  Nash,  specifically,  and  Betsey 
Wright,  and  others  in  the  administration  and  many  outside  of  the 
administration,  including  a  very  bright  lawyer  named  Jack  Wil- 
liams at  Williams  &  Anderson  in  Little  Rock,  began  a  national 
search  to  determine  the  best  possible  legislation  that  could  be  in- 
troduced in  the  Arkansas  Legislature  that  would  enable  the  State 
to  compete  in:  (a)  soliciting  plant  relocation  into  the  State  of  Ar- 
kansas; (b)  assist  in  financing  plant,  property,  equipment,  et  cetera; 
and,  (c)  basically  to  launch  the  State  into  the  1990's  and  into  the 
next  century. 
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Mr.  Cole.  So  this  was  an  effort  to  bring  industry  into  the  State 
and 

Mr.  Drake.  Among  others. 

Mr.  Cole.  — spur  economic  development? 

Mr.  Drake.  And  we  felt  we  had  been  shut  out  of  that  process. 
We  weren't  solicited. 

Mr.  Cole.  "We,"  being  Lasater  &  Company? 

Mr.  Drake.  Our  firm,  yes. 

Mr.  Cole.  You  felt  you  had  not  been  consulted  as  much? 

Mr.  Drake.  That  was  the  conclusion  we  reached. 

Mr.  Cole.  Was  that  a  problem?  Did  you  feel  that  put  you  at  a 
disadvantage  in  comparison  to  the  firms  that  had  participated 
more  directly  in  that  procedure? 

Mr.  Drake.  Yes,  it  did. 

Mr.  COLE.  And  that's  what  prompted  you  to  include  the  language 
in  this  letter? 

Mr.  Drake.  That's  correct. 

Mr.  COLE.  So  if  I  understand  your  testimony,  what  you  intended 
with  this  letter  was  not  to  ask  that  your  firm  be  given  any  kind 
of  special  treatment  but  rather  that  your  firm  be  given  the  same 
consideration  that  other  investment  advisers  and  finance  firms 
were  in  the  State. 

Mr.  Drake.  There  were  two  purposes  for  the  letter:  No.  1,  to  re- 
quest access;  and,  No.  2,  to  suggest  that  the  other  firms  that  were 
provided  with  access  not  be  permitted  to  have  access.  I  mean,  it's 
one  thing  to  get  the  business.  It's  quite  another  to  knock  somebody 
else  out  of  getting  the  business. 

Mr.  Cole.  I  understand.  Well,  I  would  like  to  cover  some  other 
matters  that  occurred  in  1985  with  you,  but  I  see  the  yellow  light 
is  on.  So  I  certainly  will  defer  to  the  Majority  and  will  come  back. 

The  Chairman.  Senator  Bennett. 

OPENING  COMMENTS  OF  SENATOR  ROBERT  F.  BENNETT 

Senator  BENNETT.  Thank  you,  Mr.  Chairman. 

I  apologize  that  I  was  not  able  to  be  here  earlier  because  of  other 
committee  meetings  simultaneously.  So  if  I  go  over  some  ground 
that  has  already  been  covered,  I  apologize  for  that. 

Mr.  Lasater,  I  have  read  your  statement  with  interest.  I  was 
here  yesterday  when  you  were  discussed.  I  trust  you  were  paying 
some  attention. 

Mr.  Lasater.  No,  I  was  traveling  yesterday. 

Senator  Bennett.  You  were  traveling  yesterday?  I'm  sure  it  will 
come  as  no  surprise  to  you  that  a  good  part  of  the  conversation 
about  you  yesterday  centered  around  your  unfortunate  experience 
with  cocaine.  And  you  talk  about  that  very  frankly  in  your  opening 
statement. 

Mr.  Lasater.  Yes,  sir. 

Senator  Bennett.  It  is  unfortunate  in  terms  of  your  personal  cir- 
cumstances that  you  and  your  family  can't  put  this  behind  you.  I've 
had  the  personal  experience  of  being  tied  to  people  who  have  public 
office  and  having  the  spotlight  that  is  on  them  then  to  a  degree 
that  I  did  not  find  comfortable  shift  to  me.  It's  the  way  we  live  in 
a  free  press  kind  of  society  and  there  is  little  or  nothing  we  can 
do  about  it. 
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But  I  would  like  to  just  get  a  better  handle  on  understanding 
what  went  on.  I  accept  at  full  face  value  your  statement  that  you've 
put  this  behind  you  and  this  is  no  longer  a  problem  in  your  life. 
And  I  salute  you  and  congratulate  you  for  that. 

Mr.  LASATER.  Thank  you,  Senator. 

Senator  Bennett.  The  comments  that  came  out  yesterday  in- 
dicated that  while  you  did  not  sell  cocaine  for  money  that  you 
nonetheless  used  it  as  a  tool  in  your  business  activities  and  in  your 
personal  pursuits,  so  that  it  became  almost  as  if  it  were  a  form  of 
currency  for  you  and  you  could  use  cocaine  to  get  people  to  do 
things  that  you  wanted  them  to  do,  you  would  reward  people  for 
things  that  they  had  done  for  you  by  giving  them  cocaine.  It  be- 
came, as  I  say,  a  form  of  currency.  Is  that  a  fair  description  of  the 
way  it  was  used? 

Mr.  Lasater.  No,  sir. 

Senator  BENNETT.  Would  you  want  to  give  me  your  version,  then, 
to  try  to  make  the  record  clear,  because  that's  the  clear  impression 
we  got  yesterday? 

Mr.  Lasater.  I  certainly  do  not  recall  ever  using  cocaine  as  a  re- 
ward for  anyone  in  our  company  that  had  achievements. 

Senator  BENNETT.  So  the  distribution  to  your  employees  was  en- 
tirely for  recreational  uses  and  not  in  any  attempt  to  try  to  manip- 
ulate their  behavior? 

Mr.  Lasater.  That's  correct. 

Senator  Bennett.  Mr.  Drake,  I  have  read  your  memo.  Would  you 
agree  with  that  characterization? 

Mr.  Drake.  Well,  Senator,  I  am  not  going  to  dispute  Dan's  mo- 
tives. As  someone  who  had  an  abuse  problem  at  the  time,  it  was 
my  impression  at  the  time  that  that's  a  good  way  of  explaining  my 
abuse  problem  is  to  blame  it  on  someone  else. 

Senator  Bennett.  I  would  refer  specifically  to  a  sentence  in  your 
"Memo  to  File,  dated  October  14,  1986."  I'm  quoting  and  correct  me 
if  I'm  not  quoting  accurately  at  any  point:  "It  became  obvious  to 
him,"  that  is,  to  you,  "that  Dan  Lasater  was  using  cocaine  as  a  tool 
to  manipulate  his  peers  and  force  them  to  serve  as  a  buffer  be- 
tween the  authorities  and  his  cocaine  abuse." 

Mr.  Drake.  Well,  I  would  point  out 

Senator  Bennett.  Do  you  want  to  alter  that  now?  That  is  the 
statement. 

Mr.  Drake.  That's  not  my  statement,  Senator.  That's  the  state- 
ment of  a  State  Police  investigator.  That's  his  impression  of  what 
I  told  him. 

Senator  Bennett.  I  see.  Do  you  want  to  elaborate  on  that? 

Mr.  Drake.  I  would  say,  as  I  said  earlier,  that  I  think  this  state- 
ment was — the  impression  that  this  man  had  was  that  I  was  ex- 
plaining away  my  substance  abuse  by  blaming  it  on  Dan.  It  wasn't 
Dan's  responsibility  for  what  I  was  doing.  It  was  my  own.  And  at 
the  time,  there  was  a  lot  of  denial.  I  think  that  anybody  who  has 
had  an  abuse  problem  would  admit  that  that's  part  of  the  recovery 
process.  So  you  would  have  to  ask  Doc  DeLaughter  whether  or  not 
this  was  an  accurate  statement.  He  wrote  it.  I  didn't  write  it. 

Senator  Bennett.  He  lists  a  number  of  people,  quoting  you,  that 
were  used  in  the  manner  described  in  the  first  sentence,  and  then 
this  sentence:  "Lasater  also  considered  these  people  loyal  to  him 
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because  he  used  cocaine  to  control  them  for  his  benefit.  Drake  also 
noticed  Dan  Lasater  using  George  Locke,  Clarence  Stromm,  Jay 
Dehaven,  and  Chuck  Berry  to  carry  his  cocaine  for  him."  Do  you 
want  to  give  us  an  explanation  of  those  sentences  as  well? 

Mr.  Drake.  Well,  I  think  that  they  speak  for  themselves.  I  mean, 
what  would  you  like  me  to  elaborate  on? 

Senator  BENNETT.  They  paint  a  somewhat  different  picture  than 
the  picture  you  gave  us  in  response  to  the  first  question  I  quoted. 
And  I  wonder  if  you  want  to  try  to  change  that  picture  as  well;  or, 
do  you  think  in  this  case  the  picture 

Mr.  Drake.  I  would  say  that  was  my  impression. 

Senator  BENNETT.  — they  paint  is  accurate? 

Mr.  Drake.  I  would  say  that  was  my  impression  at  the  time. 

Senator  BENNETT.  I  see.  OK.  Well,  I  won't  pursue  this  further. 
But  this  was  one  of  the  major  concerns  we  talked  about  yesterday 
with  respect  to  the  reputation  of  the  firm  as  it  was  competing  for 
the  business.  It  was  brought  out  that  there  were  people  who  voted 
against  giving  the  firm  the  radio  contract.  And  the  reason,  we  were 
told,  why  they  voted  against  the  firm  was  because  they  were  con- 
cerned about  the  reputation  of  E.F.  Hutton,  E.F.  Hutton  having 
had  some  very  negative  national  publicity  because  of  a  check  kiting 
scheme  in  which  a  number  of  E.F.  Hutton  executives  lost  their 
jobs.  I  think  some  of  them  went  to  prison.  I  am  not  sure  on  that 
latter  case.  I  know  there  was  significant  penalty  connected  with  the 
E.F.  Hutton  activity. 

The  question  was  raised:  You  were  concerned  about  E.F.  Hut- 
ton's  reputation,  did  anybody  discuss  Mr.  Lasater's  reputation?  The 
answer,  as  I  recall  it,  Mr.  Chairman,  was  yes,  there  was  a  discus- 
sion in  open  meeting  of  the  degree  of  cocaine  use  that  went  on  in 
the  Lasater  firm;  and  that's  why  I'm  pursuing  it. 

Frankly,  I  was  a  little  surprised  that  people  would  say,  "We  are 
not  going  to  give  this  contract  because  we  don't  want  to  be  tainted 
with  a  connection  to  E.F.  Hutton;"  but  nobody  was  particularly  in- 
terested about  being  tainted  with  a  connection  to  Mr.  Lasater  and 
apparently  fairly  widespread  recognition  of  the  cocaine  circum- 
stance. That's  why  I'm  trying  to  find  out  how  widespread  was  the 
understanding  in  Arkansas  of  the  fact  that  in  the  Lasater  firm  co- 
caine use  was  the  common  practice  throughout  the  firm. 

Mr.  Drake,  you  looked  as  if  you  wanted  to  respond  to  that? 

Mr.  Drake.  I  would  like  to 

Senator  Sarbanes.  Senator  Bennett,  before  he  responds,  in  fair- 
ness to  E.F.  Hutton,  since  you  just  made  the  statement,  it  is  my 
understanding  that  no  individuals  were  charged  in  the  Hutton  case 
and  that  nobody  went  to  jail. 

Senator  Bennett.  I  appreciate  the  correction. 

Senator  Sarbanes.  I  mean,  it  was  just  out  there  on  the  record. 

Senator  Bennett.  Yes. 

Senator  Sarbanes.  I  think  it's  important. 

Senator  Bennett.  It  was  my  memory  to  the  contrary,  but  I  am 
glad  to  be  corrected. 

Mr.  Drake.  I  think,  Senator,  the  principal  difference  between  the 
situation  at  Lasater  and  the  situation  with  Hutton  is  that  Hutton's 
indictments  were  public.  Hutton  had  admitted  to  check  kiting. 
They  had  been  or  were  in  the  process  of  being  sanctioned  by  the 
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SEC  and/or  the  NASD  at  the  time.  To  my  knowledge,  there  were 
no  indictments  or  public  accusations  either  in  the  media  or  by  law 
enforcement  officials  when  we  solicited  the  business  in  the  Arkan- 
sas State  Police  Commission. 

Senator  Bennett.  It  is  my  memory  from  yesterday's  testimony 
that  it  was  discussed  in  open  meeting. 

Mr.  Drake.  I  wasn't  present  at  that  discussion. 

Senator  BENNETT.  Well,  I  can  understand  that.  Do  you  have  any 
knowledge,  Mr.  Lasater,  of  whether,  indeed,  it  was  discussed  in  an 
open  meeting  of  the  Commission? 

Mr.  Lasater.  No,  I  would  have  no  knowledge  of  that. 

Senator  BENNETT.  Mr.  Lasater,  you've  made  a  great  point  in  your 
opening  statement  about  your  relationship  with  Bill  Clinton  and 
the  fact  that  the  relationship  was  correct  in  all  aspects. 

You  make  the  point  with  which  I  fully  agree,  that  certainly  no 
Member  of  this  Committee  can  complain  if  a  citizen  decides  to  give 
him  or  her  a  campaign  contribution.  To  a  degree  that  none  of  us 
particularly  like,  we  are  almost  in  the  business  of  soliciting  those 
on  a  fairly  regular  basis.  Can  you  give  me  an  indication  of  how 
large  your  campaign  contributions  to  Bill  Clinton  were? 

Mr.  Lasater.  The  best  I  recall,  in  the  1984  campaign,  I  contrib- 
uted— me  and  my  family  contributed  $8,000. 

Senator  Bennett.  Eight  thousand  dollars  and  was  this  a  check, 
cash,  money  order? 

Mr.  Lasater.  Checks. 

Senator  Bennett.  Checks?  Did  you  ever  give  him  any  cash;  do 
you  know? 

Mr.  Lasater.  No,  I  did  not  ever  give  him  any  cash. 

Senator  Bennett.  I  see.  What  are  the  disclosure  laws  in  Arkan- 
sas? Are  you  required  to  disclose  these  amounts? 

Mr.  Lasater.  I  think  so.  Whatever  the  national  laws  are,  I  think 
is  what  the  Arkansas  laws  are. 

Senator  Bennett.  Well,  this  is  a  Gubernatorial  race,  not  a  na- 
tional race. 

Mr.  Lasater.  OK.  I  don't  know.  I  don't  know. 

Senator  BENNETT.  Is  there  any  restriction  on  corporate  funds  in 
a  Gubernatorial  race  in  Arkansas;  do  you  know? 

Mr.  Lasater.  I  don't  know. 

Senator  BENNETT.  Were  these  corporate  funds  or  private  funds? 

Mr.  Lasater.  They  were  private  funds,  the  $8,000.  Besides  that, 
one  of  my  companies,  and  it  could  have  been  Lasater  &  Company, 
purchased  some — it  was  a  fundraiser  dinner  and  I  think  we  pur- 
chased some  tickets  to  that. 

Senator  BENNETT.  I  see.  Thank  you.  My  time  has  expired. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Chairman,  I  just  want  to  try  to  clarify 
one  thing  that  Senator  Bennett  made  reference  to.  He  said,  when 
he  was  questioning  Mr.  Drake,  this  was  discussed  in  an  open  meet- 
ing. Is  that  the  Hutton  problem  that  you  are  making  reference  to? 

Senator  BENNETT.  My  memory  of  the  testimony  yesterday,  when 
it  was  raised  by  Counsel  for  the  Minority,  that  there  had  been 
votes  against  the  granting  of  the  contract  to  the  Lasater,  Hutton, 
Raney  group,  and  that  the  reason  the  votes  against  were  cast  was 
the  Hutton  concern. 
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Senator  Sarbanes.  Right. 

Senator  Bennett.  Then  the  question,  was  there  any  discussion 
of  Lasater?  The  answer,  yes,  there  was  some  discussion  of  Lasater. 
At  one  point,  and  I've  forgotten  which  witness  said  he  discussed  it 
with  the  Chairman  of  the  Commission  and  that  it  was  discussed 
in  a  meeting  of  the  Commission.  Now,  I  guess  I'm  reaching  when 
I  say  an  open  meeting,  because  I  assume  that  all  the  meetings 
were  open.  But  that  was  my  memory  of  the  testimony  yesterday. 

I'm  sorry,  Mr.  Drake? 

Mr.  Drake.  Well,  I  have  the  State  Police  Commission  Minutes 
here  from  the — that  are  in  the  public  domain  and  the  Minutes  re- 
flect that  there  were  two  votes.  Two  Commissioners  voted  against 
our  proposal — Gene  Raff  and  a  gentleman  named  Nashburne. 

I  personally  talked  to  Gene,  lobbied  him  to  vote  for  us.  And  he 
told  me  he  couldn't,  because  he  was  married  to  Jack  Stephens'  ad- 
ministrative assistant's  sister  and  he  would  be  run  out  of  Arkansas 
if  he  voted  for  us. 

I  can't  tell  you  why  Mr.  Nashburne  voted  against  us.  I  was  at 
this  meeting.  There  was  no  discussion  of  drug  use.  There  was  a  dis- 
cussion of 

The  Chairman.  Mr.  Drake,  we  have  a  memorandum  where  the 
question  was  raised  about  the  Lasater  firm  and  street  talk  being 
used.  Certainly,  you  know,  I  find  it  interesting  it  was  street  talk 
about  Lasater  low  bidding,  et  cetera. 

OPENING  COMMENTS  OF  SENATOR  CHRISTOPHER  J.  DODD 

Senator  Dodd.  Mr.  Chairman,  could  we  see  that  memo?  Was 
there  a  memo? 

The  Chairman.  Yes,  there  was  a  memo  about  the  street  talk  and 
the  Lasater  firm  low  bidding.  I  find  it  interesting  that  you  seem 
to  know  what  was  or  wasn't  discussed  with  some  of  these  members. 

Now,  obviously,  if  you  had  a  discussion  with  a  particular  mem- 
ber, that's  very  relevant.  But  we  had  testimony  in  which  the  head 
of  the  police  was  asked  to  do  a  background  check  and  to  look  into 
the  question  of  whether  there  were  any  problems  with  Lasater. 
And  we  can  read  into  the  record  explicitly  what  was  said  with  re- 
spect to  that. 

There  were  questions  about  the  newspaper  accounts  as  it  related 
to  the  question  of  drugs.  But  you  know,  obviously  there  was  some 
concern  and  the  Commissioner  or  the  head  of  the  police  looked  into 
the  matter.  He  said  he  didn't  come  up  with  anything.  But  he  was 
asked  to  look  into  it. 

I  think  that's  what  the  Senator  was  referring  to. 

Senator  Dodd.  Mr.  Chairman,  I  just — because  the  implication 
here  is  that  the  memo — and  somehow  I  got 

The  Chairman.  No.  The  memo  was 

Senator  Dodd.  There  was  no  reference. 

The  Chairman.  The  memo  was  as  it  reflected  to  street  talk  that 
Dan  Lasater  was  low  balling  the  bid. 

Senator  Dodd.  Well,  that's  not  drugs. 

The  Chairman.  I  understand.  There  was  other  testimony  yester- 
day, Senator,  and  there  was  a  question  raised  to  the  head  of  the 
State  Police  to  check  to  see  if  there  was  any  problem  with 


2616 

Senator  Dodd.  Yes,  and  there  the  answer  was  no.  The  answer 
from  the  State  Police. 

The  Chairman.  Well,  it  shows  you  there  wasn't  a  very  good  in- 
vestigation. 

[  Laughter.  1 

Senator  Dodd.  That's  not  the  issue. 

The  Chairman.  Well,  I  mean 

Senator  DODD.  The  issue  is  whether  or  not  anyone  knew.  I  mean, 
here  you  go  and  you  ask  the  State  Police,  is  there  a  problem.  Some- 
one might  have  said  it  shouldn't  have  gone  that  far.  And  the  an- 
swer back  is  no. 

The  Chairman.  Senator,  you  know,  there  was  a  Federal  trial.  It 
was  talked  about  in  the  press.  The  drug  use  was  talked  about,  et 
cetera.  I  find  it  rather  interesting  that  when  they  have  a  report 
and  the  Chief  says,  "Oh,  no,  there  was  nothing,"  but  yet  a  year 
later  we  find  out  it  was  followed  by  an  indictment 

Senator  Dodd.  Well,  Mr.  Chairman,  in  fairness,  they  went  and 
asked  the  question  of  the  State  Police.  The  State  Police  says  no.  A 
year  later,  something  else  happens.  In  fairness  to  the  people,  you 
cannot  then  assert  that  they  somehow  knew.  They  went  out  of 
their  way.  They  asked  the  question.  The  answer  was  no.  And  in 
this  memo  here,  there  is  no  reference.  Street  talk  about  low  balling 
a  bid  is  not  about  drugs. 

The  Chairman.  Let  me  tell  you  something.  In  January  or  Feb- 
ruary of  that  particular  year,  it's  the  State's  second  largest  news- 
paper. There  is  public  testimony  given  with  respect  to  Dan  Lasater, 
an  Arkansas  native,  who  owns  a  race  horse  farm  and  who  once 
gave  young  Clinton  $8,000  to  help  settle  drug  debts,  also  used  co- 
caine. 

Senator  DODD.  All  right.  Mr.  Chairman,  you  seize  the  story 

The  Chairman.  No,  let  me  tell  you  something.  It  was  a  heck  of 
a  great  police  investigation 

Senator  Dodd.  Well,  wait  a  minute. 

The  Chairman.  — that  must  have  gone  on. 

Senator  Dodd.  Mr.  Chairman,  in  fairness,  the  story  appears.  The 
Governor  then  contacts  the  State  Police  and  says,  "Is  there  a  prob- 
lem?" The  State  Police  say,  "No."  Now,  if  anyone  of  us  sitting  at 
this  table  here  went  to  that  extent,  no  one  would  then  question 
whether  or  not  you  hadn't  gone  and  asked  the  question.  I  mean, 
that's  in  fairness,  just  simple  fairness. 

The  story  appears  in  the  press.  How  many  stories  appear  about 
us  in  the  press?  Huh?  How  many  stories  have  we  had  written 
about  us?  And  then  how  many  people  then  went  to  the  State  Police 
and  asked  the  question,  "Would  you  look  into  this  and  give  me  an 
answer?"  I  mean 

The  Chairman.  I  don't  see  why  the  Senator  is  so  upset.  The  rec- 
ord speaks  for  itself. 

Senator  Dodd.  Well,  of  course,  it  does. 

The  Chairman.  The  question,  as  it  relates  to  whether  there  was 
a  question  of  drugs  and  the  propriety  of  awarding  the  contract  was 
raised.  Was  it  raised  in  exact  context  as  it  relates  to  official  meet- 
ings? It  was  raised  to  the  point  *"hat  apparently  the  Governor  or 
someone  on  behalf  of  the  Governor  contacted  the  head  of  the  police 
to  check  this  out. 
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Now  one  of  the  interesting  things  is  that  when  we  asked  the 
Commissioner  of  Police  or  the  former  head  of  the  State  Police,  he 
didn't  even  recall  this  trial,  which  was  publicly  commented  on,  as 
it  related  to  the  allegations  of  drug  use,  which  were  testified  to.  So 
obviously  there  were  people  and  there  were  news  accounts  about 
this,  later  substantiated.  I  don't  see  the  big  fuss.  I  mean,  the  Sen- 
ator raised  the  question  and  I  don't  understand  what  the  point  is. 

Senator  Dodd.  The  point  is  that  there  is  an  allegation.  There  is 
an  implication. 

The  Chairman.  What's  the  implication? 

Senator  DODD.  That  the  Governor  or  others  were  aware  that 
there  was  drug  use  and  that  there  is  testimony 

The  Chairman.  Well,  if  the  Governor  didn't  read  that  his  brother 
had  gotten  $8,000  from  Dan  Lasater  and  wasn't  aware  of  that 
when  that  appeared  in  one  of  the  State's  largest  newspapers,  I 
would  eat  my  hat.  Now  that's  nonsense,  let's  not  kid  ourselves. 

Senator  Sarbanes.  Mr.  Chairman,  I  think  we  ought  to  be  very 
careful 

Senator  DODD.  Very,  very  careful. 

Senator  Sarbanes.  — about  what  actions  ought  to  be  taken  on 
the  basis 

The  Chairman.  Well,  who  said  what  actions  should  be  taken? 

Senator  Sarbanes.  — of  allegations 

The  Chairman.  I  didn't  say  that  any  action  should  be  taken.  I'm 
just  suggesting  that 

Senator  Sarbanes.  Well,  on  the  basis  of  allegations  about  one's 
brother. 

The  Chairman.  Wait.  It  is  absolutely  not  conceivable  that  the  ad- 
ministration was  not  aware. 

Senator  DODD.  Mr.  Chairman,  the  Governor  asked  the  State 
Police 

The  Chairman.  Let  me  read  the  deposition  of  Thomas  L.  Good- 
win, who  was  the  head  of  the  State  Police  at  that  time.  He  says, 
"Governor  Clinton,  myself,  and  a  lot  of  other  people  knew  that  Dan 
Lasater  was  a  user  of  cocaine."  That's  on  page  31  of  his  testimony 
that  he  has  given  to  this  Committee  in  deposition  on  February  26, 
1996. 

Senator  Dodd.  Mr.  Chairman 

The  Chairman.  Now,  the  whole  question  is  whether  or  not 

Senator  DODD.  Mr.  Chairman,  if  you  talk  about  hearsay,  here's 
a  witness  saying,  "I  knew  and  everybody  else  knew."  The  Governor 
asked  the  State  Police  whether  or  not  there  was  an  investigation. 

The  Chairman.  No,  here's  the  question. 

Senator  Dodd.  That  was  an  appropriate  and  proper  step  for  him 
to  take. 

The  Chairman.  I'm  not  suggesting  it  wasn't. 

Senator  Dodd.  The  answer  comes  back  no. 

The  Chairman.  Well,  here  on  page  31: 

Question:  In  any  of  the  conversations  that  you  had  with  Governor  Clinton  with 
regard  to  the  financing  of  the  systems,  did  he  ever  mention  that  Lasater  &  Com- 
pany had  an  interest  in  doing  the  underwriting  for  the  system? 

Answer:  Yes. 


41-383    97-32 
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I'm  reading  from  page  31,  2/26/96,  the  deposition  of  Thomas  L. 
Goodwin,  who  was  the  State  Police  Commissioner  at  this  time.  Is 
that  right,  Mr.  Drake? 

Mr.  Drake.  Yes,  sir. 

The  Chairman.  You  had  talked  to  him  and  he  said,  "When  did 
he  mention  that?  I  remember  at  least  one  of  those  meetings  was 
after  the  legislation  had  passed."  That's  the  legislation  with  respect 
to  the  bond.  Now,  you  know,  I  didn't  raise  this 

Senator  DODD.  Well,  Mr.  Chairman 

The  Chairman.  I  didn't  raise  this.  Now  understand 


Senator  DODD.  Isn't  page  57,  though,  the  same  testimony?  Look 
at  page  57,  the  same  testimony. 

The  Chairman.  Well,  let  me  finish.  "Governor  Clinton,  myself, 
and  a  lot  of  other  people  knew  that  Dan  Lasater  was  a  user  of  co- 
caine. The  conversation  with  Governor  Clinton  to  that  effect  was 
we  sure  don't  want  any  firm  involved  in  financing  this  that  is 
about  to  be  arrested  for  selling  cocaine.  I  think  he  directed  the 
statement  to  me  in  particular." 

So  I  will  read  any  other  statement.  But  are  we  now  going  to  say 
that  no  one  knew  that  Mr.  Lasater  was  involved  in  at  least  the  use 
of  drugs? 

Senator  Dodd.  Mr.  Chairman,  in  fairness  here.  Obviously,  we  are 
trying — this  is  a  very  successful 

The  Chairman.  I  did  not  bring  this  up,  Senator.  I  mean,  you 
opened  the  door  by  suggesting  that  somehow  when  Senator  Ben- 
nett raised  the  question  about 

Senator  Dodd.  No. 

The  Chairman.  — drug  use  that  it  was  why  and  where  and  how 
did  it  appear.  Here  is  the  Police  Commissioner 

Senator  DODD.  Mr.  Chairman,  can  I  be  heard?  I  mean,  the  clock 
is  running  here. 

The  Chairman.  Oh,  we  will  give  you  all  the  time  you  want. 

Senator  Dodd.  The  implication  is  clear,  look,  this  is  a  very  titil- 
lating subject.  But  in  fairness  to  people  here,  if  you  look  on  pages 
31  and  35  of  that  same  deposition  of  Mr.  Goodwin: 

Question:  Those  are  concerns  he  expressed  at  the  time? 
Answer:  Yes. 

Question:  How  was  the  Lasater  cocaine  issue  first  brought  up?  In  what  context? 
Answer:  If  I'm  not  mistaken,  the  Governor  brought  it  up.  I  don't  think  I'm  wrong 
there.  I  believe  he  brought  it  up. 

It's  the  Governor  and  the  rumors  around,  bring  it  up,  saying,  "Is 
there  an  investigation  of  Lasater?"  The  answer  is  no,  there  is  not. 

Now  rumors  fly  all  over  the  place  all  the  time.  And  the  sugges- 
tion somehow  that  on  the  basis  of  rumors  that  everyone  should 
have  been  aware  and  reacted  accordingly.  The  Governor  does  the 
appropriate  and  proper  thing.  He  asks  the  proper  authorities,  "Is 
there  an  investigation?"  Not  is  there  a  rumor,  but  is  there  an  in- 
vestigation. That  is  not  something  everybody  does  in  public  life.  He 
did  it.  And  I  think  that's  worth  noting  here,  Mr.  Chairman,  if  you 
look  back  on  its  history. 

The  Chairman.  You  know  what,  Senator  Dodd?  If  you  had  indi- 
cated that  it  is  important  to  recognize  that  the  Governor  raised 
this,  you  wouldn't  have  heard  a  peep  from  me  or  from  anybody 
else.  But  to  suggest  that  there  was  no  reason  to  even  think  about 
this 
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Senator  DODD.  He  did  think  about  that. 

The  Chairman.  So  fine.  You  put  it  in  a  proper  context.  But  the 
fact  of  the  matter  was  that  the  State  Police  Commissioner  says  re- 
plete, from  page  31  right  through  the  end,  that  it  was  rumored, 
that  it  was  talked  about,  that  it  was  rather  well  known,  if  you  read 
the  end,  he  says  it  was  well  known  in  the  Little  Rock  area. 

Senator  DODD.  It's  rumors. 

The  Chairman.  Or  at  least  it  was  pretty  well  talked  about. 

Senator  DODD.  Mr.  Chairman,  you  and  I  don't  react  on  rumors. 

The  Chairman.  Look,  I  understand  what  you  are  saying.  I  think 
you  have  made  a  lot  more  of  this — and  I  don't  understand  why — 
than  Senator  Bennett  ever  even  intended. 

Senator  Bennett.  I  was  unaware  I  was  going  to  trigger  this  kind 
of  an  exchange. 

The  Chairman.  I  mean,  really,  I  don't  understand  this. 

Senator  BENNETT.  If  I  may  have  the  time  to  say,  Mr.  Chairman, 
yesterday  we  were  told  that  the  negative  votes  against  this  pro- 
posal came  solely  because  of  concern  of  E.F.  Hutton  and  the  rep- 
utation of  E.F.  Hutton.  It  seems  to  me  a  logical  question,  given  this 
circumstance,  was  then  asked:  "Was  there  any  concern  about  the 
reputation  of  Mr.  Lasater?"  The  answer  I  got  was  that  they  were 
aware  of  the  reputation  Mr.  Lasater  had  for  drug  use  and  drug  use 
in  his  firm  but,  no,  that  didn't  play  any  role  in  the  decision  to  give 
the  contract  to  Lasater.  And  it  didn't  play  any  role  in  the  decision 
of  the  two  people  who  voted  against  giving  the  contract  to  Mr. 
Lasater.  They  focused  entirely  on  the  reputation  of  E.F.  Hutton. 

And  now,  you've  given  us  a  different  view,  Mr.  Drake,  which  does 
not  surprise  me.  You've  said  the  vote  against  giving  the  contract 
to  Mr.  Lasater  was  based  on  something  entirely  different  and  that 
you  were  close  to  the  man  that  cast  the  vote  and  he  cast  the  vote 
because  of  his  relationship  with  the  brother-in-law  or  whatever. 

That  happens  all  the  time,  that  one  person  can  say  the  vote 
turned  on  this  issue  and  another  person  will  say  the  vote  turned 
on  this  issue.  That  happens  in  our  body  all  the  time.  Why  did  Sen- 
ator So  and  So  vote  against  this?  Well,  I'm  close  to  him.  I  think 
he  did  it  because  of  this  reason  and  somebody  else  says,  "No,  I 
think  he  did  it  for  that  reason."  This  does  not  concern  me. 

I  was  just  interested  in  finding  out  whether  or  not  concern  about 
drug  use  in  the  Lasater  firm  had  any  impact  on  the  decision  to  vote 
against  the  contract.  So  now  we  have  had  the  exchange  and  I  will 
step  back  and  watch  the  sparks  fly  a  little  more. 

The  Chairman.  I'm  going  to  ask  that  another  5  minutes  be  put 
on  the  clock  so  that  you  can 

Senator  Sarbanes.  I  yield  5  minutes  to  Mr.  Cole. 

Mr.  COLE.  Thank  you,  Senator. 

Mr.  Drake,  since  we  are  on  the  subject  of  this  police  radio  financ- 
ing that  took  place  in  1985,  I  take  it  that  you  had  significant  in- 
volvement in  those  events. 

Mr.  Drake.  Yes,  sir,  I  did. 

Mr.  Cole.  You  were  the  head  of  the  public  finance  group  at 
Lasater  &  Company  at  that  time? 

Mr.  Drake.  Yes,  sir,  I  was. 

Mr.  Cole.  Can  you  begin  by  telling  us  how  your  firm  first  be- 
came involved  in  that  matter? 
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Mr.  Drake.  Yes,  sir,  I  will.  It  is  my  recollection  that  in  mid- 
1984 — and  it  may  have  been  in  the  spring  or  in  the  summer — I  was 
approached  by  two  gentlemen  from  T.J.  Raney  &  Sons,  Bob  Snyder, 
who  is  Managing  Director  of  the  Public  Finance  Department,  and 
a  colleague  of  his,  Paul  Young,  who  is  also  employed  at  Raney, 
seeking  our  assistance  in  pursuing  the  creation  of  legislation  that 
would  enable  a  State  Police  radio  system  to  be  acquired  by  the  Ar- 
kansas State  Police.  One,  to  structuring  a  transaction  that  would 
enable  us  to  underwrite  the  securities;  and,  two,  to  participate  in 
a  transaction  that  involved  E.F.  Hutton  as  the  national  distributor 
of  the  securities. 

It  was  my  understanding  at  the  time  that  Raney  would  "run  the 
books,"  which  means  they  would  manage  the  transaction  from  Ar- 
kansas; E.F.  Hutton  would  be  responsible  for  the  leasing  entity.  We 
decided  to  use  a  lease  approach  because  of  a  constitutional  prohibi- 
tion in  Arkansas  of  issuing  securities  by  a  State  Agency  without  a 
referendum.  And  E.F.  Hutton  at  the  time  was  the  preeminent  secu- 
rities dealer  in  the  United  States  in  public  finance. 

Mr.  COLE.  If  I  could  interrupt  you  just  for  a  moment  on  the  point 
you  previously  made  about  the  use  of  the  lease  arrangement. 

Mr.  Drake.  Yes. 

Mr.  COLE.  If  I'm  understanding  you  correctly,  there  would  have 
been  a  problem  with  issuing  the  bonds  for  an  outright  purchase 
without  a  referendum  vote.  Is  that  what  you  are  saying? 

Mr.  DRAKE.  Bonds  in  Arkansas  were  constitutionally  prohibited 
from  being  issued  at  that  time  by  an  Agency  that  did  not  have  di- 
rect authorization  to  issue  bonds  without  a  vote  of  the  people. 

Mr.  Cole.  The  State  Police  Commission  did  not  have  that  au- 
thority at  that  time? 

Mr.  Drake.  They  did  not. 

Mr.  COLE.  So  there  was  a  problem — and  we  had  a  great  deal  of 
testimony  about  this  yesterday — of  a  critical  need  for  a  new  police 
radio  system.  A  State  Trooper  had  been  killed,  we  were  told,  and 
there  was  a  need  to  finance  that.  And  your  group  developed  a  solu- 
tion that  would  permit  that  to  be  done  under  the  laws  that  existed 
at  that  time? 

Mr.  Drake.  Yes.  At  the  time,  there  had  been  much  discussion. 
Keep  in  mind,  the  Legislature  was  not  in  session  at  that  time  in 
1984.  And  there  was  much  discussion  about  either  a  pay-as-you-go, 
which  is  typically  a  financing  or  an  outright  purchase,  which  would 
be  an  appropriation.  A  particular  problem  of  municipal  finance  is 
that  because  of  the  biannual  appropriation,  there  is  no  guarantee 
that  one  Legislature  can  bind  a  future  Legislature  to  a  contract. 

Mr.  Cole.  And  presumably,  the  supplier  of  the  equipment,  if 
they  put  in  $30  million  worth  of  equipment,  they  would  want  some 
assurance  that  they  would  be  paid  in  the  future  if  it  was  to  be  on 
a  pay-as-you-go  basis? 

Mr.  Drake.  Right. 

Mr.  Cole.  So  that  was  a  problem  you — the  State  needed  to  solve? 

Mr.  Drake.  Yes.  The  other  approach  would  be  an  outright  appro- 
priation. The  State  didn't  have  the  funds. 

Mr.  Cole.  When  you  say  an  outright  appropriation,  you  mean 
the  State  Legislature  would  have  had  to  have  taken  whatever 
funds  were  needed,  $30  million,  taken  that  out  of  the  State's  gen- 
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eral  revenues  so  that  money  that  otherwise  would  have  gone  to 
schools  or  other  State  highway  construction  would  have  been  used 
that  year  to  purchase  the  State  Police  radio  facilities? 

Mr.  Drake.  Someone  would  have  to  give  up  something  in  order 
for  the  State  Police  to  be  able  to  acquire  this  with  cash,  yes. 

Mr.  Cole.  Did  your  group  retain  a  law  firm  at  that  time  to  help 
you  in  preparing  the  legislation? 

Mr.  Drake.  Yes. 

Mr.  Cole.  A  lot  of  attention  was  focused  on  that  yesterday.  And 
I  have  very  little  time  left,  but  was  that  an  unusual  thing  in  your 
experience  at  the  firms  that  you  had  been  employed,  to  retain  a 
law  firm  to  draft  legislation? 

Mr.  Drake.  No.  Heavens,  no.  I  mean,  this  is  very  typical  in  all 
levels  of  my  experience  in  government — at  local,  county,  State.  No 
experience  here,  but  very  typical  for  private  interests  to  hire  firms 
to  advance  legislation. 

Mr.  Cole.  Was  this  a  secret?  Was  there  any  effort  made  to  cover 
this  up  or  hide  it  from  the  State  officials  that  the  law  firm  was 
working  with  your  group? 

Mr.  Drake.  None  at  all. 

Mr.  Cole.  So  is  it  your  recollection — and  I  realize  this  is  11  years 
ago — that  people  understood  that  the  Mitchell,  Williams  firm  was 
working  with  the  Hutton/Raney/Lasater  group? 

Mr.  Drake.  I  don't  know  if  it  was  broadly  known,  but  there  was 
no  effort  to  hide  it.  So  you  can  draw  your  own  conclusions  from 
that. 

Mr.  Cole.  We  will  come  back.  My  time  has  expired. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Mr.  Drake,  I  want  to  put  up  the  chart  that  the 
Democratic  side  had  put  up  about  half  an  hour  ago,  DKSN  26102, 
which  is  the  listing  of  the  bond  issues  in  which  your  firm  and  other 
firms  were  involved  in  at  various  times,  because  I  actually  think 
it's  very  interesting.  And  this  was  a  campaign  document  that  was 
put  out,  Mr.  Drake,  or  a  document  that  was  put  out  during  the 
campaign? 

Mr.  Drake.  I  have  it. 

Mr.  Chertoff.  All  right. 

Mr.  Drake.  Excuse  me? 

Mr.  Chertoff.  This  is  a  document  that  you  were  just  told  by  the 
other  side  was 

Mr.  Drake.  Yes. 

Mr.  Chertoff.  — put  out  during  the  campaign. 

Mr.  Drake.  That's  what  I  was  told. 

Mr.  Chertoff.  Now  what  we  see  here  is  that  in  1983  and  1984, 
there  was  an  expansion  of  the  number  of  firms  that  are  doing  bond 
work.  And  two  of  the  firms  that  are  doing  the  work  are  firms — one 
is  the  George  firm.  The  George  firm  was  Dabbs  Sullivan;  right? 

Mr.  Drake.  Yes,  sir.  If  I 

Mr.  Chertoff.  Right? 

Mr.  Drake.  I'm  not  real  clear  on  that.  I  think  it  was  the  George 
K.  Baum,  Dabbs  Sullivan  division. 

Mr.  Chertoff.  Right.  So  it  was 

Mr.  Drake.  It  was  Dubby  Sullivan;  right. 
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Mr.  Chertoff.  Right.  Now  the  big  change  that  we  have  been 
told  went  on  here  was  an  expansion  of  the  number  of  firms  that 
are  involved.  And  we  see  all  along  for  years,  Stephens  and  Raney 
did  the  work.  Then  all  of  a  sudden,  we  see  the  next  two  firms  that 
joined  that  top  group  of  four  underwriters  are  this  firm  with  Dabbs 
Sullivan  and  this  firm  with  Dan  Lasater.  That  is  not  a  coincidence, 
is  it,  because  you  know  that  those  two  firms  were  firms  in  which, 
in  the  case  of  George,  it  was  Mr.  Sullivan,  and  in  the  case  of 
Lasater,  it  was  Mr.  Lasater,  you  had  two  friends  of  the  Governor 
Bill  Clinton,  who  were  principals  in  the  firm;  right? 

Mr.  Drake.  That  was  my  perception,  yes. 

Mr.  Chertoff.  So  the  big  change  in  opening  up  the  process  here 
is  that  the  two  firms  that  now  joined  the  top  group  were  two  firms 
that  had  as  principals  two  friends  of  the  Governor;  right? 

Mr.  Drake.  There  is  another  reason 

Mr.  Chertoff.  Well 

Mr.  Drake.  — that  I  want  to  address. 

Mr.  Chertoff.  We  will  get  to  your  other  reason. 

Mr.  Drake.  I  don't  want  to  just  come  to  a  conclusion  that  just 
because  Dan  and  George  and  Dubby  knew  Bill  that  that  was  the 
reason. 

The  Chairman.  Counsel. 

Mr.  Chertoff.  Let's  first  answer  my  question  and  then  you  can 
give  your  other  reason. 

Mr.  Drake.  Yes,  sir.  That's  part  of  the  reason,  in  my  judgment. 

Mr.  Chertoff.  OK.  What's  the  other  reason? 

Mr.  Drake.  Well,  at  the  time  that  Lasater  &  Company  began  to 
increase  its  volume  of  business  in  secondary  mortgage-backed  trad- 
ing, we  went  from  about  $500  million  in  quarterly  trades  to  over 
$1  billion  a  month.  The  capital  of  the  firm  grew  enormously.  The 
employees  of  the  firm  grew  enormously.  It  was  my  judgment — also, 
I  had  come  to  the  firm  and  I'm  going  to  take  a  little  bit  of  credit 
for  us  getting  more  business. 

Also,  there  is  the  point  that  there  is  more  securities  being  issued 
because  of  the  visibility  to  issue  securities  and  also  the  fact  that 
Dubby  Sullivan  was  instrumental  in  pulling  AHDA's  $100  million 
floating  rate  bond  issue  out  of  almost  bankruptcy.  Dubby  and  Paine 
Weber  were  instrumental  in  saving  Arkansas  from  probably  the 
first  default  since  the  Depression. 

Mr.  Chertoff.  Without  the  benefit  of  this  hindsight  now,  Mr. 
Drake,  I  want  to  take  you  back  to  one  of  these  contracts.  And  I 
want  to  demonstrate  to  you  that,  in  your  mind  at  the  time,  you 
very  well  understood  the  pivotal  difference  here  that  moved  Sulli- 
van and  moved  Lasater  into  the  top  rank  was  friendship  with  Bill 
Clinton. 

Mr.  Drake.  I  don't  deny  that  that  existed  at  all. 

Mr.  Chertoff.  And  in  truth  and  in  fact,  when  this  police  radio 
contract  was  issued,  Raney  and  Hutton  came  to  Lasater  for  the 
reason  that  Lasater  was  seen  as  a  friend  of  Governor  Clinton. 

Mr.  Drake.  I  don't  deny  that. 

Mr.  Chertoff.  That  is  exactly  the  reason  why  it  happened. 

Mr.  Drake.  Exactly. 

Mr.  Chertoff.  You  told  it  to  Dan  Lasater? 

Mr.  Drake.  Excuse  me? 
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Mr.  Chertoff.  You  told  that  to  Dan  Lasater? 

Mr.  Drake.  I'm  sure  I  did. 

Mr.  Chertoff.  You  said  to  him,  "Raney  has  come  to  us  because 
of  your  relationship  with  Bill."  Is  that  right? 

Mr.  Drake.  I'm  sure  I  did. 

Mr.  Chertoff.  As  a  matter  of  fact,  these  people  were  very  frank. 
When  the  people  from  Raney  came  to  you,  they  said  to  you  there 
were  only  a  couple  of  places  they  could  go  in  hooking  up  with  some 
connected  people  for  this  contract.  They  could  go  to  Sullivan  or 
they  could  go  to  Stephens  or  they  could  go  to  you.  And  you  said 
to  the  people  at  Raney,  "Why  don't  you  come  to  us?  We  are  just 
a  little  company."  Right? 

Mr.  Drake.  I  did  say  that. 

Mr.  Chertoff.  You  were  a  little  company,  then;  right?  That's 
what  you  said  to  Raney.  You  said,  "Why  don't  you  come  to  is?" 

Mr.  Drake.  Well,  in  the  context  of  other  firms  that  they  could 
have  gone  to. 

Mr.  Chertoff.  Right. 

Mr.  Drake.  Like  Stephens. 

Mr.  Chertoff.  Right,  like  Stephens. 

Mr.  Drake.  Sure. 

Mr.  Chertoff.  So  you  said,  "Why  don't  you  come  to  us?  We  are 
a  little  company."  Is  that  right? 

Mr.  Drake.  Right,  I  did. 

Mr.  Chertoff.  They  said  to  you,  "We  know  you.  We  understand 
your  ability.  We  understand  that  Dan  has  a  friendship  with  Bill." 
Is  that  right? 

Mr.  Drake.  That's  what  they  said. 

Mr.  CHERTOFF.  And  that  Bill  being  Bill  Clinton;  right? 

Mr.  Drake.  That's  correct. 

Mr.  Chertoff.  In  fact,  you  knew  that  Dan  Lasater  had  a  friend- 
ship with  Bill  Clinton? 

Mr.  Drake.  I  knew  Dan  had  a  relationship  with  Bill. 

Mr.  Chertoff.  You  knew  he  was  a  friend  of  Bill  Clinton? 

Mr.  Drake.  I  did  know  that,  yes. 

Mr.  Chertoff.  You  did  know  that? 

Mr.  Drake.  I  did  know  that. 

Mr.  Chertoff.  Now  is  it  also  a  fact  that  you  understood  that  the 
Governor  had  specifically  told  the  Arkansas  Housing  Authority 
that  they  had  to  cut  in  Lasater  for  15  percent  of  the  deals? 

Mr.  Drake.  I  don't  know  if  I — did  I  say  that  in  my  deposition? 

Mr.  Chertoff.  Well,  no,  you  didn't  say  it  in  your  deposition. 

Mr.  Drake.  If  I  did 

Mr.  Chertoff.  I  am  going  to  read  you  from  the  sworn  testimony 
of  Charles  Stout.  Do  you  remember  Charles  Stout? 

Mr.  Drake.  I  do  know  Charlie  Stout. 

Mr.  Chertoff.  He  was  the  Chairman  of  the  Housing  Authority 
between  1983  and  1985;  right? 

Mr.  Drake.  Right. 

Mr.  Chertoff.  He  was  originally  appointed  by  Frank  White  and 
then  he  continued  under  Bill  Clinton;  right? 

Mr.  Drake.  I  know  he  was  appointed  by  Frank.  I  don't  know  if 
he  continued  with  Bill  or  not.  But  I  concede  that  he  may  have,  yes. 
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Mr.  Chertoff.  All  right.  Here  at  page  13,  he  relates  the  follow- 
ing answer  in  response  to  this: 

Question:  While  you  were  a  member  of  the  HDA  Board,  did  you  have  any  inter- 
action with  anyone  in  the  Governor's  office? 

Answer:  Yes,  I  did. 

Question:  Who  in  the  Governor's  office  did  you  have  interaction  with? 

Answer:  Bob  Nash. 

Question:  Who  is  Bob  Nash?  We  had  Mr.  Nash  here  yesterday,  by  the  way. 

Answer:  He  was  on  the  Governor's  staff  over  there.  We  had  selected  underwriters 
for  an  issue,  and  he  called  over  and  asked  me  to  cut  in  Lasater  for  15  percent.  I 
said,  "Bob,  that's  not  right.  The  Governor's  office  is  not  to  interfere  with  this  Agen- 
cy." And  he  said,  "Well,  that's  the  way  we  want  it  anyway." 

You  never  had  any  wind  that  the  Governor's  office  was  calling 
over  to  the  Agency  and  saying,  "We  want  to  cut  this  guy  in  on  the 
business?" 

Mr.  Drake.  I  may  have  known  about  it,  but  I  don't  recall  know- 
ing about  it. 

Mr.  Chertoff.  Now,  I  want  to  ask  you  about  something  else,  be- 
cause you  raised  the  issue  of  lawyers. 

Mr.  Drake.  Of  what? 

Mr.  Chertoff.  Lawyers.  You  came  up  with  the  issue  of  lawyers. 

Mr.  Drake.  Yes. 

Mr.  Chertoff.  I  understand  that  the  Mitchell,  Williams  firm, 
that  was  Jim  Guy  Tucker's  firm;  right? 

Mr.  Drake.  Jim  Guy  was  a  partner  there. 

Mr.  Chertoff.  Right.  Betsey  Wright  testified  she  thought  they 
were  doing  work  on  behalf  of  the  Governor's  office.  And  we  estab- 
lished through  the  bills  that,  in  fact,  your  firm  and  the  Raney  firm 
and  the  Hutton  firm  among  you  were  picking  up  the  tab  for  that 
work. 

Mr.  Drake.  That's  right. 

Mr.  Chertoff.  I  want  to  show  you  a  letter,  dated  August  21, 
1985,  to  Paul  Young,  signed  by  you. 

Mr.  Feinstein.  What  date? 

Mr.  Chertoff.  August  21,  1985. 

The  Chairman.  At  the  top  of  it,  it  has  Lasater  &  Company.  You 
might  want  to  look  at  the  monitor  just  as  a  point  of  reference. 

Mr.  Chertoff.  It  says,  "Dear  Paul:  Lasater  &  Company  submits 
the  following  expenses  for  reimbursement  on  the  referenced  trans- 
action: Travel,  entertainment,  and  miscellaneous,  $750;  Legal,  or- 
ganizational, and  miscellaneous,  $26,500."  Now,  we  had  testimony 
from  Mr.  Raney  yesterday  that  unlike  the  normal  bills  for  legal 
work,  which  were  itemized,  this  was  un-itemized  and  they  refused 
to  pay  the  $26,500.  Do  you  remember  that? 

Mr.  Drake.  I  do. 

Mr.  Chertoff.  Why  wasn't  this  bill  itemized? 

Mr.  Drake.  I  don't  know. 

Mr.  Chertoff.  Is  it  because  there  really  wasn't  any  legal,  orga- 
nizational, or  miscellaneous  work  and  you  just  wanted  an  addi- 
tional $26,500  to  use  for  other  purposes? 

Mr.  Drake.  No.  There  were  legal,  organizational,  and  miscellane- 
ous charges;  and  that's  why  we  submitted  it. 

Mr.  Chertoff.  Why  didn't  you  submit  backup? 

Mr.  Drake.  I  don't  know. 

Mr.  Chertoff.  Well,  now  you  know,  I  mean,  you  just  told  us  a 
moment  ago  that  one  of  the  things  that  made  the  Lasater  firm  a 
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better,  more  attractive  firm  in  this  period  was  that  you  came  with 
all  your  experience.  You  know  in  your  experience  that  on  these 
kinds  of  issues,  the  underwriter  and  the  people  who  are  going  to 
pay  the  bills  are  going  to  want  to  see  backup.  They  are  just  not 
going  to  roll  25  grand  out  on  a  say-so;  right? 

Mr.  Drake.  Probably  not. 

Mr.  Chertoff.  In  fact,  in  your  earlier  bills,  you  had  provided 
backup.  You  had  provided  the  underlying  legal  bill  for  which  you 
were  seeking  a  reimbursement;  right? 

Mr.  Drake.  I  may  have.  I  don't 

Mr.  Chertoff.  But  on  this  bill,  you  didn't  put  one  single  iota  of 
detail;  right? 

Mr.  Drake.  I  don't  see  anything  other  than  this. 

Mr.  CHERTOFF.  And  you  had  to  understand  that  if  you  didn't  pro- 
vide the  detail  there  was  a  risk  that  someone  might  bounce  the  bill 
back;  is  that  right? 

Mr.  Drake.  Probably. 

The  Chairman.  They  did. 

Mr.  Chertoff.  That's  right.  The  bill  was  bounced  back.  Did  you 
go  back  to  them  and  say,  "All  right,  here's  the  detail.  Give  us  the 
money  now?" 

Mr.  Drake.  No,  I  didn't. 

Mr.  Chertoff.  You 

Mr.  Drake.  Paul  told  me  it  was  too  late,  that  they  had  closed  the 
books. 

Mr.  Chertoff.  Well,  that's  not  what  he  told  us.  What  he  told  us 
yesterday  was  that  they  assumed  you  were  trying  to  pad  the  bill 
and  get  some  extra  profit,  extra  money  for  yourselves.  Is  that  true? 

Mr.  Drake.  It  could  have  been  his  impression,  but  it  was  not  my 
recollection. 

Mr.  Chertoff.  Well,  what  was  the  mystery  $26,500  for? 

Mr.  Drake.  Travel,  entertainment,  miscellaneous,  legal,  and  or- 
ganizational. 

Mr.  Chertoff.  You  couldn't  find  one  record,  one  receipt,  one 
travel  voucher,  or  one  legal  bill  to  support  this? 

Mr.  Drake.  If  there  is  none  attached,  I  didn't  try. 

Mr.  Chertoff.  I  think  before  I  move  on  to  the  next  subject,  my 
time  is  just  about  up. 

The  Chairman.  Yes.  We  are  going  to  go  to  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Kravitz. 

Mr.  Kravitz.  Thank  you,  Senator. 

Mr.  Chairman,  as  you  know,  Mr.  Stout  is  scheduled  to  testify  on 
this  afternoon's  panel.  We  certainly  are  looking  forward  to  his  testi- 
mony and  an  opportunity  to  question  him  about  the  testimony  that 
he  gave  in  his  deposition  just  last  night.  But  just  for  present  pur- 
poses, I  think  it's  helpful  to  put  in  the  record  some  additional  testi- 
mony that  Mr.  Stout  provided  during  his  deposition  last  night  and 
then  some  related  testimony  from  another  witness  who  also  will  be 
appearing  this  afternoon  on  the  second  panel  today. 

Late  in  Mr.  Stout's  deposition  last  night,  beginning  at  page  14, 
line  19,  again  referring  to  the  telephone  conversation  that  he  testi- 
fied about  having  with  Mr.  Nash,  Mr.  Stout  stated  the  following: 
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Answer:  Yes,  sir.  He  [meaning  Mr.  Nash]  called  over  there  about  30  minutes  be- 
fore a  board  meeting,  and  I  had  to  go  in  and  tell  the  rest  of  the  board  members 
what  happened. 

Question:  Who  were  the  other  board  members  at  the  time? 

Answer:  Well,  let's  see,  Mort  Hardwicke.  I  put  Mort  Hardwicke  on  the  line  when 
he  called  over  there  and  I  let  Mort  listen  to  him.  Tommy  Edwards,  George  Wright, 
Betty  Walker,  and  Mr.  Mallard  Martin. 

Presumably,  those  were  other  Board  members  who  were  present 
but  not  on  the  phone. 

Question:  OK  You  were  in  the  office  when  he  called. 

Answer:  I  was  in  the  office  with  the  Arkansas  Housing  Development  Agency  about 
30  minutes  before  the  scheduled  time  for  a  regular  board  meeting  to  pass  it  on  to 
the  other  underwriters. 

Question:  And  Mr.  Hardwicke  was  in  the  room  with  you? 

Answer:  Yeah.  I  think  I  told  Mort  to  pick  up  the  phone  and  hear  this,  because 
it  really  surprised  me  when  Bob  called  over. 

Now  it's  interesting  to  note  that  Mr.  Hardwicke,  who,  as  I  men- 
tioned, is  going  to  be  a  witness  on  this  afternoon's  panel  along  with 
Mr.  Stout,  also  has  given  deposition  testimony  to  this  Committee. 
And  beginning  on  page  79  of  the  transcript  of  Mr.  Hardwicke's  tes- 
timony, he  gave  the  following  testimony  that  is  directly  inconsist- 
ent with  Mr.  Stout's  testimony  that  was  read  previously: 

Question:  Did  the  Governor's  office  ever  identify  a  specific  firm  that  they  wanted 
to  see  get  a  certain  amount  of  the  underwriting  business? 

Answer:  No,  sir,  not  to  me. 

Question:  Do  you  know  if  they  did  to  anybody? 

Answer:  Not  that  I  know  anything  about. 

Question:  So  you  never  heard  that? 

Answer:  I  never  heard  of  it,  no. 

Actually,  I  apologize.  I  gave  an  incorrect  page  cite  before.  That 
was  from  page  44  from  Mr.  Hardwicke's  deposition  transcript.  And 
again,  Mr.  Hardwicke  will  be  testifying  later  today.  At  that  time, 
we  will  all  have  a  chance  to  ask  questions,  both  of  Mr.  Hardwicke 
and  of  Mr.  Stout  about  these  allegations  which,  at  least  as  far  as 
we  are  aware,  came  forth  last  night  for  the  first  time  after  more 
than  10  years. 

Mr.  Cole. 

Mr.  Cole.  Thank  you. 

Mr.  Drake,  going  back  to  the  police  radio  financing,  when  I  was 
discussing  that  with  you  a  moment  ago,  you  were  describing  the  re- 
tention of  the  firm  and  then  going  forward  with  the  law  firm  and 
then  the  drafting  of  the  legislation.  I  have  a  question  for  you.  I 
think  the  suggestion  that  has  been  made  here  clearly  is  that  your 
firm,  because  of  whatever  relationship  Mr.  Lasater  had  with  Gov- 
ernor Clinton,  felt  that  they  might  have  had  this  work  sewn  up. 

I  would  like  to  show  you  a  memorandum  if  I  could,  dated  April 
30,  1985.  And  just  to  put  this  in  context,  the  records  that  we  have 
indicate  that  the  finalists  for  the  police  radio  financing  were  se- 
lected on  May  3rd  and  then  the  final  contract  was  awarded  to  the 
Hutton/Raney/Lasater  group  on  May  10th.  Is  that  consistent  with 
your  recollection,  sir? 

Mr.  Drake.  I'm  sorry.  Would  you  ask  the  question  again?  I  was 
busy  looking  at  this. 

Mr.  Cole.  Certainly,  I  would  be  glad  to.  This  memorandum  is 
dated  April  30,  1985. 

Mr.  Drake.  Yes. 
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Mr.  Cole.  And  before  we  get  into  the  content  of  the  memoran- 
dum, I  wanted  to  place  it  in  context  in  terms  of  time  and  what  else 
was  going  on  at  that  time.  The  documents  and  other  information 
that  have  been  provided  to  the  Committee  indicate  that  the  final- 
ists among  the  firms  bidding  for  this  business,  the  four  finalists, 
were  selected  on  May  3rd  and  that  the  final  award  to  the  Hutton/ 
Raney/Lasater  group  took  place  on  May  10th.  I  realize  you  may  not 
recall  the  exact  dates,  but  is  that  generally  consistent  with  your 
recollection  of  what  occurred? 

Mr.  Drake.  Yes. 

Mr.  Cole.  The  reason  I  focus  on  those  dates  is  because,  as  I  read 
this  April  30th  memorandum — and  take  a  moment  to  review  it  if 
you  would  like,  sir.  First,  did  you  prepare  this  memorandum? 

Mr.  Drake.  Yes,  I  did. 

Mr.  COLE.  Do  you  think  you  prepared  it  at  or  about  the  date  and 
the  time  that's  indicated  here? 

Mr.  Drake.  Yes. 

Mr.  Cole.  April  30,  1985? 

Mr.  Drake.  Yes. 

Mr.  COLE.  As  I  read  this  memorandum,  it  seems  to  be  addressed 
to  Mr.  Lasater,  Mr.  Locke,  and  Mr.  Moudy  from  you  discussing  how 
to  make  your  presentation  to  the  State  Police  Commission  at  their 
Friday,  May  3rd  meeting,  which,  for  the  Committee's  information, 
indicates  is  the  meeting  at  which  the  four  finalists  were  selected. 
Is  that  correct? 

Mr.  Drake.  Yes. 

Mr.  Cole.  It  seems  to  me  that  what  this  memorandum  does  is 
lay  out  in  some  detail  how  you  will  make  your  presentation  or,  I 
guess,  what  might  loosely  be  called  a  sales  pitch  of  your  firm  to  try 
to  sell  the  State  Police  Commission  on  why  your  firm  or  your  group 
should  be  awarded  the  contract.  Is  that  the  case? 

Mr.  Drake.  Yes. 

Mr.  Cole.  So  basically,  this  shows  that  you  were  working  and 
consulting  with  Mr.  Lasater  on  how  to  try  to  convince  the  State  Po- 
lice Commission  that  your  group  should  get  the  final  contract? 

Mr.  Drake.  Yes.  I  think  this  was  a  heads-up  to  Dan  and  George 
and  to  Dan  Moudy. 

Mr.  Cole.  I  take  it  that  you  are  familiar  not  only  with  the  pro- 
posal that  was  submitted  by  the  Hutton/Raney/Lasater  group  but 
also  with  the  proposals  that  were  submitted  by  your  competitors? 

Mr.  Drake.  I  don't  recall  if  I  was.  I  may  have  been.  I  don't  know. 

Mr.  COLE.  Do  you  have  a  view  or  an  opinion  as  to  whether  your 
proposal,  in  fact,  was  the  best  proposal  for  the  State  of  Arkansas 
in  economic  terms? 

Mr.  Drake.  I  believed  it  was. 

Mr.  Cole.  What  do  you  base  that  conclusion  on? 

Mr.  Drake.  My  evaluation  of  where  we  were  in  the  marketplace 
at  the  time  and  the  structure  we  had  put  in  place  in  our  proposal. 

Mr.  Cole.  Was  there  something  different  about  the  structure 
that  you  had  put  in  place  in  comparison  to  the  other  proposals? 

Mr.  Drake.  Yes.  The  fact  that  we  had  come  up  with  an  insured 
transaction  which  lowered  the  effective  rate,  without  regard  to  the 
marketplace  of  the  securities,  was  very  instrumental  in  my  assess- 
ment that  this  was  a  superior  proposal. 
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The  fact  that  we  had  come  up  through  the  good  offices  of  our  at- 
torneys and  the  folks  at  Hutton  and  others  with  an  approach  that 
was  able  to  permit  us  to  acquire  this  system  quickly  without  going 
through  a  referendum  and  without  having  to  go  through  the  com- 
peting interests  of  departments  trying  to  get  a  direct  allocation,  to 
me,  was  meritorious. 

Mr.  Cole.  Were  those  factors  considered  by  the  State  Police 
Commission  at  the  meetings  where  the  bids  were  considered?  I  be- 
lieve you  testified  you  attended  the  May  3rd  meeting. 

Mr.  Drake.  Yes.  But  I  want  to  make  a  clarification.  Please  don't 
use  "bid."  This  was  not  a  bid.  This  was  a  proposal. 

Mr.  Cole.  A  proposal,  yes.  I  understand.  And  are  you  familiar 
with  the  work  that  the  members  of  the  Commission  did  in  review- 
ing the  proposals  and  the  comparisons  they  made,  particularly 
Commissioner  Mitchum? 

Mr.  Drake.  Yes. 

Mr.  Cole.  Do  you  recall  what  he  did? 

Mr.  Drake.  Yes. 

Mr.  Cole.  What  did  he  do? 

Mr.  Drake.  He  told  me  that  he  was  engaging  the  services  of  an 
independent  actuary  or  he  had  an  independent  actuary  or  access 
to  an  independent  actuary  or  someone  who  worked  for  him  or  he's 
closely  associated  with  who  was  going  to  evaluate  the  economics, 
the  structure,  the  overall  merits  of  each  proposal,  of  each  of  the 
four  finalists. 

Mr.  Cole.  Well,  let  me  focus  on  what  I  think  are  perhaps  the  two 
most  important  issues  that  we  are  facing  here  and  ask  you  two 
questions.  The  first  question  would  be:  Do  you  have  any  doubt,  sit- 
ting here  today  and  based  on  your  years  of  professional  experience, 
that  the  Hutton/Raney/Lasater  bid  was  selected  because  on  the 
merits  it  was  the  best  bid? 

Mr.  Drake.  It's  my  belief  that  it  was  selected  because  it  was  the 
best  overall  proposal. 

Mr.  Cole.  Let's  take  it  the  next  step  forward  in  time  in  terms 
of  after  your  group  was  awarded  that  bid.  Did  the  Lasater  group 
make  a  lot  of  money  on  this  transaction? 

Mr.  Drake.  No,  we  didn't. 

Mr.  Cole.  Why  is  that? 

Mr.  Drake.  Well,  our  area  of  expertise  in  securities  was  mort- 
gage-backed securities  and  government  securities  primarily  in  the 
secondary  market.  The  deal  was  priced  very  aggressively  relative 
to  the  market. 

Mr.  Cole.  And  when  you  say,  "priced  very  aggressively  relative 
to  the  market,"  do  you  mean  in  presenting  your  proposal,  in  put- 
ting together  your  proposal,  you  made  certain  assumptions  about 
interest  rates  and  other  factors  and  priced  accordingly  in  hopes  of 
winning  the  business? 

Mr.  Drake.  Well,  no.  The  proposal  we  made  to  the  State  Police 
Commission  was  hedged  with  this  caveat:  This  is  where  we  believe 
the  transaction  would  come  if  we  sold  it  in  today's  market. 

Now  it's  important  to  differentiate  between  a  sealed  bid  where  I 
say,  "Here  is  my  proposal.  If  I'm  low,  I  own  the  securities,"  and  an 
other  in  which  we  must  draw  documents,  get  a  rating,  get  insur 
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ance,  and  do  an  official  statement.  No  one  can  predict  where  the 
market  may  go.  So  we  gave  the  best  estimate. 

When  we  brought  the  deal  to  the  marketplace,  it  was  priced  in 
terms  of  yield  and  maturity  very,  very  aggressively  in  an  attempt 
to  give  the  State  Police  Commission  the  best  possible  net  interest 
cost.  And  we  did  not  deviate,  in  my  recollection,  from  our  initial  of- 
fering price. 

And  while  we  were  offering  the  securities  at  this  level,  the  rate 
for  competitive  securities  went  to  this  level.  As  the  rate  went  up, 
it  became  more  and  more  apparent  to  us  that  we  were  going  to 
have  to  buy  the  bonds  from  the  Commission  at  its  original  offering 
price  and  we  would  probably  lose  money. 

Mr.  Cole.  I  have  no  more  time.  But  if  I'm  understanding  what 
you  are  saying  the  bottom  line  is,  you  priced  the  bid  aggressively 
to  try  to  get  the  lowest  borrowing  cost  for  the  State;  and,  actually, 
then,  you  did  not  make  money  on  this  deal  or  did  not  make  a  great 
deal  of  money? 

Mr.  Drake.  If  we  made  any  money,  it  was  less  than  $25,000  or 
$30,000. 

Mr.  COLE.  Thank  you. 

Senator  Bennett.  Mr.  Chairman,  may  I  ask  one  quick  question 
on  this  before  we  leave  it? 

The  Chairman.  Certainly. 

Senator  Bennett.  I  apologize.  But  Mr.  Drake,  yesterday  we  had 
the  memo  written  by  Mike  Gaines  to  Governor  Clinton.  And  when 
you  said  this  was  priced  very,  very  aggressively,  you  struck  a  cord 
in  my  memory. 

Betsey  Wright  wrote  on  the  bottom  of  that  memo,  "Governor,  we 
have  a  real  problem  here.  Since  street  talk  is  that  Lasater  put  in," 
I  don't  read  her  word — "unreasonably  low  bid  hoping  that  it  could 
be  raised."  Then  the  Governor  has  written,  "Lasater  should  be 
told,"  underlined,  "bid  must  be  priced." 

My  question  is,  Mr.  Lasater  or  Mr.  Drake,  either  one  of  you,  were 
you,  in  fact,  told  by  anybody  that  you  could  not  have  any  thought 
of  raising  the  price  once  the  business  had  come  your  way? 

Mr.  Drake.  Senator  Bennett,  in  all  deference  to  Betsey,  whom  I 
admire  as  a  wonderful  public  servant,  she  doesn't  know  beans 
about  investment  banking.  She  may  have  heard  that  we  had  "low 
balled."  But  there  was  no  bid.  There  was  no  bid  to  low  ball.  It  was 
a  proposal. 

Her  concern,  in  my  mind,  was  a  concern  of  perception  rather 
than  reality.  We  submitted  a  proposal.  We  were  not  asked  to  sub- 
mit a  bid  nor  were  our  competitors  asked  to  submit  a  bid. 

Our  proposal  contained  a  provision  for  interest  rates  if  the  secu- 
rities were  sold  at  the  moment  of  our  submission.  And  if  you  will 
look  at  my  memo  of  April  30th  to  Dan,  George,  and  Dan  Moudy, 
which  appears  to  be  in  reaction  to  an  assertion  that  we  had  low 
balled  our  proposal,  I  make  it  real  clear  that  the  proposals,  under- 
scored, were  submitted  well  in  advance  of  the  financing  date.  It's 
a  mystery  to  me  why  Betsey  would  be  concerned  about  a  low-ball 
"bid"  when  there  was  no  bid. 

The  Chairman.  Now  look,  don't  split  the  hairs.  Whether  it's  a  bid 
or  a  proposal,  her  concern  was  that  there  was  talk  on  the  street. 
That's  not  a  mystery  to  you,  because  obviously  you  wrote  a  letter 
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then  as  it  related  to  the  proposal  coming  in  on  the  low  end  and, 
thereafter,  it  would  be  raised.  So  let's  not  split  hairs  with  respect 
to  whether  it  was  a  bid  or  a  proposal,  all  right? 

Mr.  Drake.  Mr.  Chairman,  I 

The  Chairman.  That's  not  the  essence  of  the  Senator's  question. 

Senator  Bennett.  Governor  Clinton  has  written  on  this  memo, 
"Lasater  should  be  told,"  underlined,  "bid  must  be  priced."  My  first 
question  is:  Was  anybody  told  anything  on  this  issue? 

Mr.  Drake.  I  don't  recall  ever  being  told  by  anyone  that  we  had 
to  do  anything  other  than  what  we  had  done. 

Senator  Bennett.  My  second  observation  is  that  while  you  may 
well  be  right,  and  probably  are,  in  your  description  of  the  technical 
details  of  the  proposal,  to  this  layman's  mind  there  is  a  connection 
between  your  statement  here  that  this  was  priced  very  aggressively 
and  Betsey  Wright's  concern  about  street  talk 

Mr.  Drake.  Senator,  my  statement 

Senator  Bennett.  — being  too  low. 

Mr.  Drake.  My  statement  of  pricing  was  during  the  offering,  not 
at  the  submission  level.  Pricing  only  occurs — aggressive  pricing 
only  occurs  by  definition  when  securities  are  offered,  not  when  a 
proposal  is  made.  And  I  apologize  to  you  if  you  feel  like  I  mislead 
you  on  that. 

Senator  Bennett.  No.  I'm  not  saying  you  mislead  me.  I'm  just 
making  the  observation  that,  in  my  mind,  when  you  are  asked  the 
question,  "Was  this  the  best  proposal?" — and  I  will  use  your  vocab- 
ulary, because  I  think  it's  the  correct  one — and  the  answer  was, 
"Yes,  we  priced  it  very  aggressively."  I  don't  find  that  inconsistent 
with  another  layman — in  this  case,  Betsey  Wright — saying  we  have 
a  real  problem  here  with  regard  to  street  talk. 

Mr.  Drake.  May  I  respond? 

Senator  Bennett.  Now  it  may  be  the  specifics  are  different,  but 
to  me  there  is  a  connection  between  the  two. 

Mr.  Drake.  Senator,  if  I  am  not  mistaken,  I  responded  to  Mr. 
Cole's  question  on  did  we  make  money  on  the  financing.  And  I  said, 
we  priced  it  very  aggressively. 

Senator  Bennett.  We  could  have  it  read  back  to  us.  But  my  im- 
pression was  the  reason — one  of  the  reasons  you  thought  it  was  ac- 
cepted was  that  it  was  priced  very  aggressively.  If  I  am  mistaken, 
I  will  stand  corrected.  I  am  often  mistaken,  and  my  friends  don't 
hesitate  to  correct  me. 

Senator  Sarbanes.  Mr.  Drake,  you  ought  to  clarify  when  you 
said  aggressive  pricing,  did  you  mean  the  proposal  you  submitted 
or  did  you  mean  the  price  at  which  you  subsequently  sold  the 
bonds  to  investors? 

Mr.  Drake.  The  latter  and  not  the  former. 

Senator  Bennett.  All  right.  I  have  nothing  further,  Mr.  Chair- 
man. 

The  Chairman.  Senator  Faircloth. 

OPENING  COMMENTS  OF  SENATOR  LAUCH  FAIRCLOTH 

Senator  Faircloth.  Thank  you,  Mr.  Chairman. 
Well,  a  question  just  occurs  to  me  that  we've  danced  all  around. 
And  Mr.  Drake  kept  talking 
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The  Chairman.  We  are  going  to  take  a  break  right  after  this.  Go 
ahead,  Senator.  Excuse  me. 

Senator  FAIRCLOTH.  Mr.  Lasater,  did  Governor  Clinton  ever  tell 
you  that  it  had  to  be  priced  where  it  had  been  listed  in  the  proposal 
as 

Mr.  Lasater.  No,  sir. 

Senator  FAIRCLOTH.  — that  it  couldn't  be  raised? 

Mr.  Lasater.  No,  sir. 

Senator  FAIRCLOTH.  The  Governor  didn't  tell  you  that? 

Mr.  Lasater.  No,  sir. 

Senator  FAIRCLOTH.  OK.  Mr.  Lasater,  as  you  know,  the  Commit- 
tee has  been  concerned  about  documents  that  might  have  been  in 
Vince  Foster's  office  the  night  of  his  death.  Did  Mr.  Foster  ever  do 
legal  work  for  you? 

Mr.  Lasater.  No,  sir. 

Senator  FAIRCLOTH.  Did  you  know  Mr.  Foster? 

Mr.  Lasater.  I  had  met  him.  I  didn't  know  him. 

Senator  FAIRCLOTH.  He  did  perform  work  for  the  FDIC  when 
they  sued  you  in  the  Home  Federal  case  and  the  First  American 
case  in  Illinois;  is  that  right? 

Mr.  Lasater.  Yes,  sir. 

Senator  FAIRCLOTH.  Mr.  Lasater,  in  the  First  American  case,  the 
FDIC  sued  you  for  $3.3  million.  The  Rose  Law  Firm,  acting  on  be- 
half of  the  FDIC,  settled  it  for  $200,000.  Ms.  Clinton  reviewed  the 
settlement  agreement.  Did  you  think  that  it  was  unusual  that  Ms. 
Clinton  would  be  hired  by  the  government  to  sue  you  in  view  of 
your  long  relationship  and  close  relationship  with  the  Clintons? 

Mr.  Lasater.  I  didn't  realize  until  these  hearings  started  or  pos- 
sibly during  the  election  that  Ms.  Clinton  had  anything  to  do  with 
the  lawsuit. 

Senator  FAIRCLOTH.  Did  you  ever  discuss  the  case  with  her  or 
Vince  Foster? 

Mr.  Lasater.  No,  sir. 

Senator  Faircloth.  As  far  as  you  know,  did  Patsy  Thomasson 
ever  discuss  the  case  with  Vince  Foster? 

Mr.  Lasater.  As  far  as  I  know,  she  did  not. 

Senator  FAIRCLOTH.  Did  you  have  any  system  by  which  the  Gov- 
ernor's office  contacted  you  about  bond  business?  Was  there  any 
system  where  the  Governor's  office  would  contact  you  when  bond 
business  was  going  to  be  available? 

Mr.  Lasater.  No,  sir. 

Senator  Faircloth.  You  never  did  have  a  person  stationed  in  the 
Governor's  office? 

Mr.  Lasater.  No,  sir. 

Senator  Faircloth.  All  right.  You  testified  here  today  that  you 
did  not  receive  a  pardon  from  Governor  Clinton.  Did  this  State  ap- 
plication of  pardon,  as  it  could  be  characterized,  allow  you,  for  ex- 
ample, to  get  a  license  to  sell  securities  or  real  estate? 

Mr.  Lasater.  I'm  sorry.  Repeat  your  question. 

Senator  Faircloth.  You  stated  that  you  did  not  receive  a  pardon 
from  Governor  Clinton.  But  yet,  did  this  application  or  pardon, 
whatever  it  was  characterized  as,  that  you  did  get — I  believe  to  buy 
a  gun. 

Mr.  Lasater.  As  a  personal  pardon,  yes,  sir. 
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Senator  Faircloth.  Did  it  allow  you  to  get  a  license  to  sell  secu- 
rities, insurance,  or  real  estate?  Did  it  not  allow  you  to  do  that? 

Mr.  LASATER.  I  don't  think  so.  The  best  that  I  recall  is  a  felon 
in  the  State  of  Arkansas  has  a  10-year  moratorium  on  selling  secu- 
rities. And  real  estate,  I'm  not — I  don't  know. 

Senator  Faircloth.  Well,  did  you  later  get  a  State  license  to  get 
back  into  regulated  businesses,  insurance,  real  estate?  You  did  get 
a  license  to  get  back  in,  didn't  you? 

Mr.  Lasater.  In  what? 

Senator  Faircloth.  Into  the  real  estate  and  securities  business. 

Mr.  Lasater.  I  don't  remember  or  recall  ever  having  any  per- 
sonal license  to  sell  real  estate  or  securities  after  my  license  was 
revoked. 

Senator  Faircloth.  Patsy  Thomasson  was  a  top  aide  of  yours  for 
a  long  time;  is  that  right? 

Mr.  Lasater.  She  was. 

Senator  Faircloth.  She  had  your  power  of  attorney  when  you 
were  in  prison? 

Mr.  Lasater.  She  did. 

Senator  Faircloth.  Ms.  Thomasson  was  one  of  the  persons  who 
went  into  Vince  Foster's  office  the  night  of  his  death.  And  this  has 
been  a  great  concern  to  the  Committee.  In  view  of  the  previous  tes- 
timony here,  did  you  ever  witness  Ms.  Thomasson  doing  drugs 
while  she  was  in  your  company? 

Mr.  Lasater.  Absolutely  not. 

Senator  Faircloth.  Did  she  ever  see  other  people  doing  them? 

Mr.  Lasater.  Not  that  I'm  aware  of. 

Senator  Faircloth.  Mr.  Drake,  did  you  leave  the  Lasater  firm 
because  of  its  reputation  for  drug  dealings  and  use? 

Mr.  Drake.  Partially. 

Senator  Faircloth.  Did  you  use  drugs  while  you  were  there? 

Mr.  Drake.  I  did. 

Senator  Faircloth.  This  is  an  important  question.  Did  you  ever 
see  or  have  knowledge  that  drugs  were  used  in  the  presence  of 
Patsy  Thomasson? 

Mr.  Drake.  Never. 

Senator  Faircloth.  Mr.  Drake,  did  you  know  that  in  1994,  Mr. 
Lasater  and  Patsy  Thomasson  travelled  to  Belize,  a  South  Amer- 
ican country.  Did  you  know  that  they  went? 

Mr.  Drake.  When,  Senator? 

Senator  Faircloth.  Well,  in  1994. 

Senator  Sarbanes.  Mr.  Chairman,  how 

Senator  Faircloth.  In  1984. 

Senator  Sarbanes.  Now  let  me 

Senator  Faircloth.  1984. 

Senator  Sarbanes.  Mr.  Chairman,  how  far  afield  are  we  going  to 
go  here  in  this  question? 

The  Chairman.  I  am  going  to  let  the  Senator  have  some  latitude. 

Senator  Sarbanes.  He's  taking  an  awful  lot  of  latitude,  I  think. 

The  Chairman.  I  don't  think  so. 

Senator  Faircloth.  I  don't  think  so  either. 

The  Chairman.  No. 

Senator  Faircloth.  Mr.  Drake,  did  you  know  that  in  1984  that 
Mr.  Lasater  and  Patsy  Thomasson  travelled  to  Belize? 
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Mr.  Drake.  Yes,  sir. 

Senator  Faircloth.  Did  you  tell  the  police  in  Arkansas  that  you 
heard  that  this  trip  was  to  buy  drugs? 

Mr.  Drake.  No,  sir,  I  don't  believe  I  did. 

Senator  Faircloth.  On  page  2  of  the  testimony  you  have  before 
you,  it  says:  "In  1984,  Jim  Alexander,  Chuck  Berry,  Patsy  Thomas- 
son  and  Dan  Lasater  flew  in  Dan's  jet  to  Belize  to  allegedly  buy 
a  cattle  ranch.  Michael  Drake  says  he  later  heard  around  the  office 
that  it  was  also  a  trip  to  buy  cocaine." 

Mr.  Drake.  Senator,  this  is  someone  else's  memo.  This  is  not 
mine.  I  don't  recall  ever  saying  that  to  anybody. 

Senator  Faircloth.  You  did  not  say  that? 

Mr.  Drake.  I  don't  recall  saying  that,  no. 

Senator  Faircloth.  Well,  on  alot  of  things  we  ask.  But  here  is 
a  question  that  has  been  to  my  office  a  number  of  times.  An  anony- 
mous caller  alleged  that  you  had  given  Governor  Clinton  $50,000 
presumably  after  the  radio  contract.  Did  you  ever  give  him  the 
money,  $50,000  or  close  to?  And  could  there  possibly  be  any  connec- 
tion that  you  were  trying  to  collect  the  other  $26,000  back  in  this 
bill  we  looked  at  here  awhile  ago? 

Mr.  Drake.  No  and  no. 

Senator  Sarbanes.  Mr.  Chairman,  is  this  hearing  going  to  dete- 
riorate to  the  point  where  we  are  going  to  present  questions  on  the 
basis  of  anonymous  callers? 

The  Chairman.  The  Senator  raised  the  question.  The  witness  an- 
swered it. 

Senator  Sarbanes.  I  know.  I  allowed  the  witness  to  answer  be- 
cause it  seemed  to  me  a  preposterous  question.  I  make  my  point 
after  the  fact. 

The  Chairman.  Sure. 

Senator  Sarbanes.  Are  we  going  to  run  a  set  of  hearings  here 
where  just  an  anonymous  phone  call  into  an  office  is  going  to  lead 
to  a  line  of  questions? 

Senator  Faircloth.  Several  anonymous  calls  into  the  office. 

Senator  Sarbanes.  Well 

Senator  Faircloth.  But  I'm  going  back  to  Mr.  Lasater. 

The  Chairman.  Go  ahead. 

Senator  Faircloth.  Why  did  you  hire  Roger  Clinton,  the  Gov- 
ernor's brother? 

Mr.  Lasater.  I'm  sorry.  Repeat  your  question. 

Senator  Faircloth.  Why  did  you  hire  Roger  Clinton,  the  Gov- 
ernor's brother? 

Mr.  Lasater.  Because  I  was  asked  to. 

Senator  Faircloth.  By  whom? 

Mr.  Lasater.  By  Governor  Clinton. 

Senator  Faircloth.  The  Governor  asked  you  to  hire  his  brother. 
What  did  he  do  for  you? 

Mr.  Lasater.  He  was  a  stable  hand  at  my  farm  in  Florida. 

Senator  Faircloth.  In  3  years,  from  1983  to  1986,  you  received 
$664  million  in  State  bond  contracts.  Did  you  not  think  and  believe 
that  your  connection  to  Roger  Clinton  and  him  being  the  brother 
of  Governor  Clinton,  do  you  think  that  had  anything  to  do  with  you 
getting  the  bond  business? 

Mr.  Lasater.  No,  sir. 
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Senator  Faircloth.  No  connection?  You  didn't  think  that  hiring 
the  Governor's  brother  would  help  you  to  curry  favor  and  friend- 
ship with  the  Governor  and  get  bond  business? 

Mr.  Lasater.  I  don't  think  hiring  the  Governor's  brother  for  $3 
an  hour  to  muck  stalls  at  a  farm  in  Florida  would  get  me  any  busi- 
ness, no. 

Senator  Faircloth.  Mr.  Lasater,  how  many  airplanes  did  you  at 
one  time  own?  At  any  one  given  time,  what  number  did  you  own? 

Mr.  Lasater.  Do  you  mean  the  most  I  ever  owned  at  any  one 
time? 

Senator  Faircloth.  Yes. 

Mr.  Lasater.  I  think  it  was  three. 

Senator  FAIRCLOTH.  How  many  times  would  you  estimate  that 
the  Governor  flew  on  planes  that  you  or  your  company  owned  or 
you  had  control  of? 

Mr.  Lasater.  I  would  guess  two  or  three,  four  maybe. 

Senator  Faircloth.  Did  you  think  that  this  kind  of  favor  for  the 
Governor,  helped  the  bond  business? 

Mr.  Lasater.  I  never  really  considered  it.  No,  I  don't  think  it  did. 

Senator  Faircloth.  Why  would  you  be  hauling  the  Governor 
around  if  it  wasn't  going  to? 

Mr.  Lasater.  It  was  the  thing  to  do.  I  mean,  other  corporate 

Senator  FAIRCLOTH.  What  do  you  mean,  it  was  the  thing  to  do? 

Mr.  Lasater.  Other  corporate  citizens  in  Arkansas  provided  air- 
craft for  the  Governor. 

Senator  FAIRCLOTH.  Just  everybody  that  had  jets  in  Arkansas  let 
the  Governor  fly? 

Mr.  Lasater.  I  didn't  say  that. 

Senator  Faircloth.  What  other  companies  provided  jets  to  the 
Governor? 

Mr.  LASATER.  Stephens  provided  airplanes.  I'm  not  sure  who  else 
did,  but  I  heard  Arkla  and  other  corporate  citizens  of  Arkansas. 

Senator  Faircloth.  That  was  pretty  much  a  standard  pattern  in 
Arkansas,  to  provide  a  jet  for  the  Governor? 

Mr.  Lasater.  If  the  Governor  called  and  wanted  to  use  our  air- 
plane, you  know,  we  let  him  use  it. 

Senator  Faircloth.  Did  the  State  not  have  one? 

Mr.  Lasater.  I  don't  think  so.  But  we  also  used  our  airplane  for 
other  activities.  We  let  the  University  of  Arkansas  use  it.  We  used 
it  for  the  benefit  of  the  City  of  Little  Rock.  It  wasn't  just  Governor 
Clinton  that  took  advantage  of  the  airplanes. 

Senator  Faircloth.  That's  all,  Mr.  Chairman.  But  it  sounds  like 
a  bad  way  to  do  business. 

Mr.  Feinstein.  Mr.  Chairman,  with  your  permission. 

The  Chairman.  Yes. 

Mr.  Feinstein.  Mr.  Drake  would  like  to 

The  Chairman.  Yes.  We  are  going  to  take  a  5-minute  break.  OK? 

Mr.  Feinstein.  Mr.  Drake  wanted  to  add  something  on  the  last 
line  of  questions  about  the  airplane. 

The  Chairman.  Oh,  certainly.  Go  ahead,  Mr.  Drake. 

Mr.  Drake.  Thank  you,  sir. 

The  Chairman.  Now  remember,  when  you  start  talking  about 
this,  you  know,  you  invite  the  joiner.  Do  you  want  to  talk  about  the 
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airplane?  I  suggest  you  take  a  break  and  think  about  it.  When  you 
come  back,  you  can  say  whatever  you  want. 

Let's  take  a  5-minute  break. 

[Recess.] 

The  Chairman.  Now,  Mr.  Drake,  before  we  start,  if  you  want  to 
add  something  about  the  airplane,  I  don't  want  to  cut  you  off.  So 
it's  up  to  you. 

Mr.  Drake.  Well,  I  just  wanted  to  make  a  point,  Senator. 

The  Chairman.  Sure. 

Mr.  Drake.  In  Arkansas,  we  have  something  called  the  Razor- 
back  Air  Force. 

The  Chairman.  Yeah. 

Mr.  Drake.  When  I  was  at  Stephens,  I  noted  that  the  corporate 
planes  owned  by  various  corporations  around  Arkansas  were  made 
available  to  the  Athlete  Department,  to  the  Governor 

The  Chairman.  It  is  not  uncommon,  let  the  record  note,  for  the 
use  of  airplanes  to  accommodate  officials,  et  cetera.  And  in  those 
cases  where  they  have  to  be  reimbursed,  they  are  reimbursed,  and 
to  be  used  for  other  institutions,  educational,  et  cetera.  So  we  note 
that  for  the  record.  We  understand  that. 

Mr.  Drake.  Thank  you. 

Mr.  Feinstein.  Thank  you,  Senator. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Let  me  ask  you,  Mr.  Drake,  was  there  a  practice  at  Lasater  & 
Company  to  deduct  on  a  mandatory  basis  money  from  the  commis- 
sions that  salesmen  got  as  compulsory  campaign  contributions? 

Mr.  Drake.  As  what,  sir? 

Mr.  Chertoff.  Compulsory  campaign  contributions. 

Mr.  Drake.  I  don't  recall  compulsory,  no. 

Mr.  Chertoff.  Well,  let  me  take  the  word  "compulsory"  out.  Was 
there  a  practice  of  deducting  from  sales  commission  checks  an 
amount  for  campaign  contributions? 

Mr.  Drake.  If  the  employee  wished  to  make  a  contribution  in  the 
midst  of  a  business  day,  it  was  not  uncommon  for  that  to  occur. 

Mr.  Chertoff.  So  was  it  something  that  the  employee  initiated 
or  was  it  something  that  was  initiated  for  the  employee  unless  the 
employee  raised  an  objection? 

Mr.  Drake.  I  can  only  speak  from  my  experience.  And  it  was — 
it  was  at  the  employee's  discretion. 

Mr.  Chertoff.  Well,  Mr.  Lasater,  let  me  ask  you,  since  it  was 
your  firm.  Did  they  take  money  out  of  sales  commissions  for  con- 
tributions? 

Mr.  Lasater.  We  have,  yes. 

Mr.  Chertoff.  Were  sales  people  told  that  they  were  expected 
to  kick  in  because  they  were  getting  benefits  from  the  bond  issues? 

Mr.  Lasater.  No,  sir. 

Mr.  Chertoff.  Were  people  told  that  they  didn't  have  a  choice 
about  giving  the  contributions? 

Mr.  Lasater.  No,  sir,  they  were  not. 

Mr.  Chertoff.  Were  people  told  that  they  had  to  raise  money  for 
Clinton  and  that's  why  the  deductions  were  being  made? 

Mr.  Lasater.  Repeat  that  question. 
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Mr.  CHERTOFF.  Were  people  told  that  the  firm  had  to  raise 
money  for  Governor  Clinton  and  that's  why  deductions  were  being 
made  from  the  commission  checks? 

Mr.  Lasater.  No,  sir. 

Mr.  CHERTOFF.  Would  you  agree  with  me  that  compelling  people 
to  make  campaign  contributions  or  pressuring  them  to  make  cam- 
paign contributions  is  inappropriate? 

Mr.  Lasater.  I  don't  know  that. 

Mr.  CHERTOFF.  You  don't.  You  think  it's  OK 

Mr.  Lasater.  I  didn't  say  that. 

Mr.  CHERTOFF.  — to  compel  people  to  give  campaign  contribu- 
tions if  they  are  employed  by  you? 

Mr.  Lasater.  Repeat  the  question,  the  first  question. 

Mr.  CHERTOFF.  All  right.  Is  it  right  or  wrong  to  require  employ- 
ees to  make  political  contributions,  whether  they  want  to  or  not? 

Mr.  Lasater.  I  don't  have  an  opinion  on  that.  I  don't  think  it 
would  be  right,  though. 

Mr.  CHERTOFF.  Is  it  right  or  wrong  to  make  somebody  who  is  an 
employee  give  a  mandatory  political  contribution? 

Mr.  Lasater.  I  think  that  would  be  wrong. 

Mr.  CHERTOFF.  Did  you  ever  do  that? 

Mr.  Lasater.  No,  sir. 

Mr.  CHERTOFF.  Did  anyone  in  your  firm  ever  do  that? 

Mr.  Lasater.  Not  that  I'm  aware  of. 

Mr.  CHERTOFF.  And  just  to  make  sure  that  we  are  clear  on  the 
record  from  you,  Mr.  Drake,  are  you  aware  of  any  cash  for  any  pur- 
pose being  given  directly  or  indirectly  to  anybody  in  the  Governor's 
office? 

Mr.  Drake.  No,  sir,  I'm  not. 

Mr.  CHERTOFF.  Now,  I  want  to  go  back  to  a  little  bit  of  this  testi- 
mony to  kind  of  make  sure  we  are  clear  on  the  record  concerning 
this  statement  you  made  that  when  you  left  the  Lasater  firm  you 
did  so,  in  part,  because  of  the  reputation  the  firm  had  for  cocaine 
abuse.  When  did  you  leave  the  Lasater  firm? 

Mr.  Drake.  I  don't  recall  exactly.  In  the  mid-1980's. 

Mr.  CHERTOFF.  What  year? 

Mr.  Drake.  1986,  1987,  it  could  be.  I  don't  recall  exactly. 

Mr.  CHERTOFF.  And  at  the  time  you  left,  one  of  the  consider- 
ations you  have  indicated  was  that  there  was  a  reputation  in  the 
community  that  the  firm  had  for  abusing  cocaine? 

Mr.  Drake.  Yes,  as  well  as  my  own  abuse. 

Mr.  CHERTOFF.  Now  going  back  again  to  February  1985,  Mr. 
Lasater,  which  is  right  in  the  middle  of  this  activity  where  you 
have  your  meeting  with  the  Governor,  there's  the  February  15th 
letter  written,  there's  the  police  radio  contract  coming  upon  the  ho- 
rizon, questions  were  raised  about  the  extent  to  which  it  was 
known  or  understood  that  you  and  your  firm  had  a  cocaine  issue. 
There  was  a  trial  going  on  of  Mr.  Anderson  in  February;  correct? 

Mr.  Lasater.  I  don't  know  the  date  of  that  trial. 

Mr.  Chertoff.  I  will  tell  you. 

Mr.  Lasater.  I  will  take  your  word  for  it. 

Mr.  Chertoff.  You  remember  the  trial? 

Mr.  Lasater.  Yes,  I  do. 

Mr.  Chertoff.  Your  name  came  up  in  the  trial. 


2637 

Mr.  LASATER.  I  seem  to  sort  of  remember  that,  but  I — you  know, 
I  don't  know  for  sure. 

Mr.  Chertoff.  Well,  I  imagine  it  would  be  a  matter  of  concern 
to  a  person  who  is  a  bond  dealer,  whose  reputation  for  integrity 
presumably  is  of  some  importance  in  terms  of  your  work,  to  be 
aware  whether  in  Federal  Court  people  are  making  accusations  of 
connections  with  narcotics  activity;  right?  It  would  be  a  matter  of 
some  interest  to  you? 

Mr.  Lasater.  Yes. 

Mr.  Chertoff.  Do  you  recall  testimony  by  Mr.  Anderson,  who 
was  a  defendant  in  the  case,  that  he  had  been  told  by  Roger  Clin- 
ton that  the  State  Police  were  interested  in  having  Mr.  Anderson 
target  three  people  in  an  undercover  operation — Mr.  Clinton's  drug 
supplier,  Anderson  and  Lasater,  that  being  you? 

Mr.  Lasater.  I  don't  recall  that,  no. 

Mr.  Chertoff.  Let  me  refresh  your  memory.  It  is  from  an  Ar- 
kansas Gazette  article,  dated  February  28,  1985.  This  is  Mr.  An- 
derson's testimony  being  cited  here.  It's  DKSN  17635.  "Anderson 
said  Clinton  told  him" — that's  Roger  Clinton — "that  he  had  been 
approached  by  State  Police  investigators  and  that  he  was  'very, 
very  frightened — totally  frightened  to  death.'  He  said  Clinton  in- 
formed him  that  the  investigators  wanted  to  'set  up'  three  people — 
Clinton's  drug  supplier,  Anderson  and  Lasater."  Now  that  was  tes- 
timony in  the  trial.  Is  it  your  testimony  that  this  did  not  come  to 
your  attention? 

Mr.  Feinstein.  We  just  need  a  moment  to  catch  up  with  you.  We 
are  looking  for  the  article. 

Mr.  Chertoff.  Sure.  It  has  got  a  headline 

Mr.  Feinstein.  We  have  it.  He  just  needs  to  read  it. 

Mr.  Chertoff.  OK. 

Mr.  Feinstein.  Thank  you. 

Mr.  Chertoff.  I  will  read  it  with  you  again:  "Anderson  said 
Clinton  told  him  that  he  had  been  approached  by  State  Police  in- 
vestigators and  that  he  was  'very,  very  frightened — totally  fright- 
ened to  death.'  He  said  Clinton  informed  him  that  the  investigators 
wanted  to  'set  up'  three  people — Clinton's  drug  supplier,  Anderson 
and  Lasater." 

Mr.  Lasater.  Yes,  I  see  that. 

Mr.  Chertoff.  Do  you  remember  that  testimony? 

Mr.  Lasater.  No,  I  really  don't. 

Mr.  Chertoff.  Let  me  ask  you — I  mean,  because  obviously  you 
had  some  degree  of  involvement  in  certainly  facilitating  Roger  Clin- 
ton's problem  with  drugs  in  the  early  1980's.  Did  you  ever  wonder 
if  the  Governor  was  going  to  take  it  out  on  you,  that  he  was  going 
to  get  angry  at  you  for  it? 

Mr.  Lasater.  You  know,  I  had  a  serious  drug  problem  at  the 
time.  And  you  know,  I  wasn't  really  making  good  judgment  calls 
at  that  time  or  I  wouldn't  have  been  using  cocaine  in  the  first 
place.  So 

Mr.  Chertoff.  Well,  that  goes  without  saying.  But  you  were  ca- 
pable of  exercising  enough  judgment  to  be  the  principal  in  a  bond 
underwriting  business;  right? 

Mr.  Lasater.  Yes,  sir. 
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Mr.  CHERTOFF.  And  do  you  have  any  question  in  your  mind 
about  whether  on  a  day-to-day  basis  you  were  behaving  so  errati- 
cally that  people  could  tell  that  you  were  somehow  not  functioning 
properly? 

Mr.  Lasater.  No,  I  don't  think  that  I  was  behaving  out  of  line 
too  bad. 

Mr.  CHERTOFF.  Certainly  when  you  met  with  Governor  Clinton 
on  however  many  occasions,  do  you  recall  any  times  he  said  to  you, 
Dan,  you  have  a  problem  of  some  kind.  You're  acting  strangely? 

Mr.  Lasater.  I  don't  recall  that. 

Mr.  CHERTOFF.  Now,  you  were  asked,  Mr.  Drake,  about  this  trip 
to  Belize.  I  take  it,  Mr.  Lasater,  there  was  a  trip  to  Belize;  right? 

Mr.  Lasater.  Yes,  sir. 

Mr.  Chertoff.  And  you  were  on  the  trip? 

Mr.  Lasater.  I  was. 

Mr.  Chertoff.  Ms.  Thomasson  was  on  the  trip? 

Mr.  Lasater.  She  was. 

Mr.  Chertoff.  You  were  read  a  portion  of  a  Report  of  Interview 
that  an  Arkansas  investigator  recorded  in  1986,  Mr.  Drake.  Why 
don't  you  get  that  in  front  of  you? 

Mr.  FEINSTEIN.  Do  you  want  Mr.  Lasater  to  look  at  it  or  Mr. 
Drake? 

Mr.  Chertoff.  Mr.  Drake.  Mr.  Lasater  can  look  at  it,  too. 

Mr.  Drake.  I  have  it. 

Mr.  Chertoff.  Mr.  Drake,  on  page  2,  you  were — the  investigator 
recorded  his  interview — I  don't  mean  recorded  on  a  tape.  I  mean, 
he  made  a  record 

Mr.  Drake.  Correct. 

Mr.  Chertoff.  — of  his  interview  with  you,  which  attributes  to 
you,  "Michael  Drake  says  he  later  heard  around  the  office  that  it 
was  also  a  trip  to  buy  cocaine."  Now,  my  question  to  you,  Mr. 
Drake,  is  you  previously  testified  that  you  are  not  denying  the  ac- 
curacy of  the  investigator's  report  as  it  was  prepared  in  1986,  you 
know,  roughly  contemporaneously  with  the  interview.  You  said  you 
didn't  recall  it.  Now  is  it  your  testimony  here  that  you  deny  saying 
this  to  the  investigator? 

Mr.  Drake.  No,  I  don't  deny  it. 

Mr.  Chertoff.  So  again,  you  are  in  the  same  position.  I  mean, 
you  don't  remember  it,  but  you  are  not  in  a  position  to  deny  that 
the  investigator  was  accurately  recording  the  information  you  were 
giving  him  at  the  time? 

Mr.  Drake.  That's  correct. 

Mr.  Chertoff.  In  fact,  we  know  from  you,  Mr.  Lasater,  that  you, 
in  fact,  did  take  this  trip  to  Belize. 

Mr.  Lasater.  I  did. 

Mr.  Chertoff.  What  was  the  reason  for  this  trip? 

Mr.  Lasater.  There  was  a  12,000  acre  cattle  ranch  that  was 
shown  to  us  by  a  man  by  the  name  of  Carver,  I  think  it  was,  or 
Garver  or  something,  out  of  Oklahoma.  And  we  went — that  was  at 
a  point  in  time  I  had  just  sold  out  of  the  horse  business  and  I  had 
a  lot  of  cash  and  I  was  looking  at  different  investments. 

Mr.  Chertoff.  OK.  You  went  down  with  a  guy  named  Jim  Alex- 
ander? 

Mr.  Lasater.  Yes. 
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Mr.  Chertoff.  And  he  was  walking  around  with  a  night  scope 
or  something,  one  of  these  things  you  can  use  to  see  in  the  dark 
at  night? 

Mr.  Lasater.  Right. 

Mr.  Chertoff.  I  mean,  that  really  happened.  You  are  acknowl- 
edging that? 

Mr.  Lasater.  Well,  that's  what  I  was  told  happened.  I  know  in — 
it  was  either  in  New  Orleans  or  in  Little  Rock. 

Mr.  Chertoff.  Did  you  have  a  problem  with  customs  on  your 
way  back? 

Mr.  Lasater.  Well,  that's  what  I  was  just  talking  about.  Either 
in  Little  Rock  or  New  Orleans,  I  think  it  was,  that  they  asked  Mr. 
Alexander  to  step  outside  and  they  visited  with  him.  And  he  had 
something  like  night  vision  or  I  don't  know  what  he  had. 

Mr.  Chertoff.  Did  you  have  any  idea  why  customs  would  have 
been  interested  in  talking  to  one  of  the  passengers  on  your  plane? 

Mr.  Lasater.  No,  sir. 

Mr.  CHERTOFF.  And  did  they  search  your  plane? 

Mr.  Lasater.  I'm  sorry? 

Mr.  Chertoff.  Did  they  search  your  plane? 

Mr.  Lasater.  I  can't  recall  if  they  did  or  not.  I  really  don't  think 
they  did. 

Mr.  Chertoff.  Did  you  try  to  get  some  kind  of  a  special  permit 
or  something  from  the  FAA  at  one  point  that  allows  you  to  kind 
of  fly  in  and  out  of  the  country  without  stopping  at  a  designated, 
you  know,  border  or  entry  point? 

Mr.  Lasater.  Yes.  When  we  were  flying  to  Canada  alot,  we 
asked  for  special  permission  to  go  through  customs  at  Little  Rock 
rather  than  wherever  the  stop  over  would  have  been,  maybe  Chi- 
cago or  Detroit  or  something. 

Mr.  Chertoff.  Did  you  get  that? 

Mr.  Lasater.  I  don't  think  so.  I  don't  recall  ever  getting  it. 

Mr.  Chertoff.  I  am  going  to  ask  you  for  the  record,  is  it  your 
testimony  that  contrary  to  what  Mr.  Drake  evidently  told  the  in- 
vestigator was  the  talk  in  the  office  in  1986,  is  it  your  testimony 
that  in  1984  this  trip  down  to  Belize  with  the  guy  with  the  night 
goggles  to  look  at  property  had  nothing  to  do  with  drugs? 

Mr.  Lasater.  That's  absolutely  correct. 

Mr.  Chertoff.  Were  you  guys  using  drugs  on  the  plane  when 
you  went  down? 

Mr.  Lasater.  No,  sir,  we  were  not. 

Mr.  Chertoff.  By  the  way,  did  this  fellow,  Jim  Alexander,  also 
make  some  comment  about  taking  the  local  land  commissioner  out 
or  killing  him  or  something  like  that? 

Mr.  Lasater.  Do  what  now? 

Mr.  Chertoff.  Did  this  guy,  Jim  Alexander,  you  flew  down  with, 
did  he  make  some  kind  of  a  comment  that  it  might  be  a  good  idea 
to  take  one  of  the  local  land  commissioners  out  to  get  rid  of  him 
in  some  way? 

Mr.  Lasater.  There  was  the  statement,  something  like  that, 
made  at  dinner. 

Mr.  Chertoff.  Dinner  with  who? 

Mr.  Lasater.  We  were  with  a  group  of  local  government  people 
and  my  people. 
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Mr.  Chertoff.  What  did  Mr.  Alexander  say? 

Mr.  Lasater.  He  said  something  to  the  effect  that  we  just  need 
to  take  him  out. 

Mr.  Chertoff.  "Him"  being  some  local  official? 

Mr.  Lasater.  Right. 

Mr.  Chertoff.  Take  him  out,  you  understood,  to  be  to  kill  him? 

Mr.  Lasater.  That  was  my  interpretation.  I  got  up  and  left  the 
table  immediately. 

Mr.  Chertoff.  Did  Mr.  Alexander  fly  back  with  you  on  the 

Mr.  Lasater.  He  did. 

Mr.  Chertoff.  By  the  way,  was  this  FAA  permit,  you  said  it  was 
for  Canada?  Didn't  you  also  try  to  get  a  permit  to  allow  you  to 
make  your  entry  at  Little  Rock  for  trips  south  of  the  30th  parallel? 

Mr.  Lasater.  I  don't  recall  that. 

Mr.  Chertoff.  That  would  be  Latin  America? 

Mr.  Lasater.  But  I  am  not  going  to  dispute  it. 

Mr.  Chertoff.  That  would  be  for  Latin  America? 

Mr.  Lasater.  I  don't  recall  that. 

Mr.  Chertoff.  Would  you  make 

Mr.  Lasater.  I  can't — I  think  that  was  the  only  time  that  I  took 
my  plane  out  of  the  country  south. 

Mr.  Chertoff.  To  Belize? 

Mr.  Lasater.  I  think  so. 

Mr.  Chertoff.  You  didn't  make  any  other  trips  in  the  plane  to 
Latin  America? 

Mr.  Lasater.  I  can't  recall  any  right  now. 

Mr.  Chertoff.  You  had  a  fair  amount  of  contact  with  Governor 
Clinton  during  the  early  1980's;  isn't  that  correct? 

Mr.  Lasater.  A  fair  amount. 

Mr.  Chertoff.  You  were  out  at  the  Mansion  a  number  of  times? 

Mr.  Lasater.  I  can  recall  being  at  the  Mansion  once,  maybe 
twice. 

Mr.  Chertoff.  Do  you  dispute  that  you  were — putting  aside  how 
many  times  you  specifically  recall  being  at  the  Mansion,  do  you  dis- 
pute being  at  the  Mansion  on  a  number  of  occasions? 

Mr.  Lasater.  Yes,  I  do. 

Mr.  Chertoff.  It  didn't  happen? 

Mr.  Lasater.  It  didn't  happen. 

Mr.  Chertoff.  Did  you  ever  come  to  the  Mansion  and  go  in 
through  the  back  door,  through  the  kitchen? 

Mr.  Lasater.  I  can't  ever  recall  going  through  the  back  door. 

Mr.  Chertoff.  Did  Mr.  Clinton  come  visit  you  at  the  office? 

Mr.  Lasater.  Possibly  one  time. 

Mr.  Chertoff.  Just  one  time? 

Mr.  Lasater.  Possibly  two. 

Mr.  Chertoff.  Well,  let  we  ask 

Mr.  Lasater.  He  certainly  wasn't  a  frequent  visitor. 

Mr.  Chertoff.  Did  you,  by  the  way,  take  a  trip  with  the  Gov- 
ernor to  the  Kentucky  Derby  in  1983? 

Mr.  Lasater.  I  don't  think  so. 

Mr.  Chertoff.  In  the  airplane? 

Mr.  Lasater.  I'm  sorry? 

Mr.  Chertoff.  In  the  airplane? 

Mr.  Lasater.  I  don't  think  so. 
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Mr.  Chertoff.  Getting  back  to  the  Mansion,  would  you  agree 
with  me  that  you,  in  fact,  were  probably  at  the  Mansion  about  a 
half  a  dozen  times? 

Mr.  Lasater.  No. 

Mr.  Chertoff.  If  there  were  testimony — well,  let  me  see  if  I 
can — you  are  positively  denying  it  or  you  are  simply  saying  you 
don't  remember? 

Mr.  Lasater.  And  I  do  not  remember  ever  being  there  that  many 
times. 

Mr.  Chertoff.  I  am  going  to  read  to  you  from  the  deposition  of 
a  man  named  Barry  Spivey.  Do  you  know  who  Barry  Spivey  is? 

Mr.  Lasater.  No. 

Mr.  Chertoff.  He  is  a  trooper,  I  guess,  who  was  on  the  Gov- 
ernor's Security  Detail  for  a  period  of  time  in  the  1980's.  And  I 
think  there  is  a  copy  of  an  excerpt  of  that  in  front  of  you,  starting 
at  page  23. 

Senator  Sarbanes.  Is  this  a  deposition  that  the  Committee  took? 

Mr.  Chertoff.  No.  It's  a  deposition  from  a  civil  case. 

Senator  Sarbanes.  Do  we  have  a  copy  of  it? 

Mr.  Chertoff.  We  have  given  a  copy  of  the  deposition.  I  know 
there  was  a  copy  given  at  a  deposition  that  we  gave  to  the  Demo- 
crats in  a  deposition  yesterday,  becaase  I  know  Mr.  O'Callaghan 
turned  it  over. 

Mr.  Cole.  In  fact,  Mr.  Chertoff,  I've  never  seen  the  document 
that's  on  the  screen  there.  And  I  notice  it  doesn't  have  the  Commit- 
tee code  on  it. 

Mr.  Chertoff.  I'm  talking  about  a  different  document. 

Mr.  Cole.  I  know.  But  I'm  curious  about  the  one  on  the  screen 
that  I  have  never  seen  before  either.  It  doesn't  have  the  Commit- 
tee's code. 

Senator  Sarbanes.  Yes,  I  want  to  ask  about  that  one.  But  I  will 
do  it  when  we  get  our  time  here. 

Mr.  Chertoff.  If  I  could  just  have  a  minute  to  kind  of  get 

Mr.  Feinstein.  For  the  record,  Mr.  Chairman,  we  don't  have  a 
copy  of  the  document. 

Mr.  Chertoff.  Mr.  Lasater,  I  take  it  you  do  remember  that  the 
Governor  had  troopers  in  the  Security  Detail? 

Mr.  Lasater.  Yes. 

Mr.  Chertoff.  I  want  to  read  you  a  portion — I  see  my  time  is 
up,  so  we  will  go  through  it  more  at  length.  I  am  simply  going  to 
ask  you  whether  you  accept  or  you  deny  this  sworn  testimony  of 
this  trooper?  Page  23,  line  13: 

Question:  Do  you  remember  Dan  Lasater  coming  to  the  Mansion? 

Answer:  Yes.  And  I  remember  going  to  Dan's  a  lot.  We  went  down  there  more 
than  Dan  came  down  there,  I  would  say. 

Senator  Sarbanes.  Who  is  this  testifying? 

Mr.  Chertoff.  This  is  Barry  Spivey,  a  trooper,  I  guess  he  is  a 
corporal  in  the  troopers  in  Arkansas.  He  was  in  the  Security  Detail 
in  the  mid-1980's  to  the  Governor. 

Question:  Let's  take  it  separate.  How  many  times  did  Dan  Lasater,  to  the  best 
of  your  recollection,  come  to  the  Mansion  while  Governor  Clinton  was  in  the  Man- 
sion? 

Answer:  I  was  out  there  a  lot  of  time.  I  didn't  live  out  there. 

Question:  OK.  On  your  shift,  on  your  watch. 
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Answer:  I  probably  took  Bill  down  there  by  Dan's  office.  See,  Butch  Locke,  ex-rep- 
resentative, I  think,  got  in  some  legal  problems  and  had  to  serve  a  little  stint  in 
the  joint.  Let's  see — Locke,  Lasater  and,  Butch  Locke,  Dan  Lasater  and  then 
Lasater  bought  them  all  out. 

Is  that  correct,  by  the  way?  Did  Butch  Locke  go  to  jail? 

Mr.  Lasater.  Yes. 

Mr.  Chertoff.  OK.  So  that's  part  is  correct. 

The  Chairman.  Who  is  this  fellow,  Butch  Locke? 

Mr.  CHERTOFF.  That's  the  partner  with  Collins,  Locke  &  Lasater. 

Mr.  Lasater.  Are  you  asking  me  that,  Senator? 

The  Chairman.  Yes,  I  wanted  to  get  a  frame  of  reference.  I  don't 
know  this  fellow,  Butch  Locke. 

Mr.  Lasater.  He's  a  past  State  Senator  and  he  was  also  a  part- 
ner in  Collins,  Locke  &  Lasater.  And  he  was  also  indicted  at  the 
same  time  I  was. 

The  Chairman.  OK.  Go  ahead. 

Mr.  Chertoff.  And  he  is  the  fellow  at  whose  bankruptcy  the 
Judge  made  the  negative  finding  about  your  credibility? 

Mr.  Lasater.  That's  correct. 

Mr.  Chertoff.  You  testified  on  his  behalf  in  the  bankruptcy. 

Mr.  Lasater.  I'm  sorry. 

Mr.  Chertoff.  You  testified  on  his  behalf  in  the  bankruptcy;  is 
that  right? 

The  Chairman.  Go  ahead. 

Mr.  Lasater.  I  must  have.  You  know,  I  must  have  lost  my  mind, 
but  I 

Mr.  Chertoff.  All  right.  OK.  At  page  24,  line  1: 

Question:  Is  Collins 

Answer:  Yeah.  And  right  here  close  was  their  office.  We're  just  almost  in  the  same 
area.  I  would  have  to  drive  around  to  find  it,  but  it  was  right  here  close  somewhere. 
I  remember  a  lot  of  times. 

I  am  repeating  this 

I  remember  a  lot  of  times  taking  Bill  down  to  Dan's  office  and  he  would  jump  out 
and  I'd  circle  and  wait  until  he  come  back  and,  or  I  would  go  inside  and  stay  in 
the  lobby.  I  never  went  up  behind  the  closed  doors. 

Do  you  disagree  with  that? 
Mr.  Lasater.  No. 

Mr.  Chertoff.  Do  you  deny  that  he  came  up  to  see  you  a  lot  of 
times? 
Mr.  Lasater.  Yes,  I  do. 

Mr.  Chertoff.  Maybe  I  should  stop  now,  because 

The  Chairman.  Well,  I'm  going  to 

Senator  Sarbanes.  Go  ahead. 

The  Chairman.  Why  don't  we  try  to  finish  this?  Go  ahead. 

Mr.  Chertoff.  It  says: 

Question:  Let's  take  the  Mansion  first.  How  many  occasions  did  you 

Answer:  Did  I  know  personally  that  Dan  came  to  the  Mansion? 

Question:  Yes. 

Answer:  During  the 

Question:  During  the  Clinton  Administration. 

Answer:  I  probably  saw  him,  just  like  you  said — on  my  watch  and  up  until  1984, 
I  probably  saw  Dan  half  a  dozen  times  at  least.  And  I'm  going  to  say  that  I  took 
him  by  his  office  even  more  than  that,  just  me  personally. 

Do  you  agree  or  disagree  with  that  statement? 
Mr.  Lasater.  I  disagree  with  that. 
Mr.  Chertoff.  [Continuing:] 
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Question:  When  he  came- 


Answer:  I'm  going  to  say  maybe  half  a  dozen  times,  and  it  could  have  been  any- 
where from  two  to  ten.  We're  just  kind  of  splitting  the  difference.  I  know  it  was 
more  than  once  and  it  could  have  been  considerably  more  than  even  one  and  I  don't 
know  how  much  more.  You  know,  I  didn't  pay  any  attention  to  that  sort  of  thing 
then.  You  know,  it  was  10,  12,  15  years  ago  and  Dan  was  just  Dan. 

I  remember  his  car  and  I  remember  his  face.  I  knew  him  personally. 

Did  you  know  Barry  Spivey  personally? 

Mr.  Lasater.  No.  I  don't  recall  who  he  is  at  all. 

Mr.  Chertoff.  Did  you  ever  make  chit-chat  with  the  Governor's 
troopers,  be  polite,  be  pleasant? 

Mr.  Lasater.  Anytime  I  would  see  anyone  like  that,  I  would  al- 
ways say  hello  whether  I  knew  them  or  not. 

Mr.  Chertoff.  Now: 

I  knew  who  he  was  because  of  his  horse  racing.  I  went  to  Oaklawn  a  lot.  That's 
how  I  got  to  know  Dan,  was  through  the  thoroughbred  stuff  over  there.  Even  before 
Clinton  was  Governor,  I  knew  of  Dan  Lasater.  We  weren't  acquaintances.  I  knew 
him — he  didn't  know  me 

He  admits  that  you  didn't  know  him. 

— through  his  horse  racing. 

Question:  What  kind  of  car  did  he  drive  into  the  Mansion? 

Answer:  It  seemed  to  me  like  he  would  come  in  in  a  vehicle  similar  to  what  we 
would  drive  the  Governor  in — a  leased  vehicle,  either  a  Lincoln-type  vehicle — you 
know,  a  luxury  car. 

Is  that  what  you  used  to  drive  back  then,  a  Lincoln  or  a  luxury- 
type  of  car? 

Mr.  Lasater.  For  a  short  period  of  time,  I  had  a  Lincoln  lim- 
ousine, maybe  for  6  months  or  8  months  or  so. 

Mr.  Chertoff.  What  else  did  you  drive? 

Mr.  Lasater.  A  Mercedes  most  of  the  time. 

Mr.  Chertoff.  OK. 

Question:  Would  you  happen  to  remember  the  license  plate? 

Answer:  Oh,  Lord,  no. 

Question:  And  was  Dan  Lasater  logged  in  when  he  came  in? 

Answer:  You  know,  some  of  us — there  was  a  big  turnover  here,  during  Bill's  ad- 
ministration, in  security  and  I'd  rather  not  go  into  why.  It  gets  into  personalities 
and  stuff.  There  was  a  big  turnover  and  a  lot  of  the  guys  got  to  stay  there  longer. 
I  was  there  5  years,  which  is  considered  a  long  time.  You  burn  out  or  get  run  off 
before  then. 

A  lot  of  us  knew  some  people  and  just  didn't  pay  as  much  attention  to  them  as 
some  of  the  guys.  I  probably  personally  wouldn't  log  Dan  in  because  I  knew  that 
he  and  Bill  were  friends,  that  they  visited  socially.  I  had  flown  on  his  plane. 

Did  troopers  ever  fly  on  your  plane  with  Governor  Clinton? 

Mr.  LASATER.  I  don't  know.  I  have  never  been  on  the  plane  with 
Governor  Clinton,  so  I  don't  know  who  was  on  the  plane  with  him. 

Mr.  Chertoff.  You  have  never  been  on  the  plane  with  Governor 
Clinton? 

Mr.  Lasater.  No.  I  have  been  on  the  plane  with  Roger  Clinton 
but  not  Governor  Clinton. 

Mr.  Chertoff.  [Continuing:] 

I  had  flown  on  his  plane.  I  knew  that  Bill  spent  a  lot  of  time  at  Dan's  office,  and 
that  Dan  spent  time  at  the  Mansion. 

Again,  you  dispute  that  sworn  testimony? 
Mr.  Lasater.  I'm  sorry.  I  wasn't  paying  attention. 
Mr.  Chertoff.  "I  knew  that  Bill  spent  a  lot  of  time  at  Dan's  of- 
fice, and  that  Dan  spent  time  at  the  Mansion." 

Mr.  Lasater.  Yes,  I  dispute 

Mr.  Chertoff.  You  dispute  that? 
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Mr.  Lasater.  I  dispute  that. 

Mr.  CHERTOFF.  [Continuing:] 

So  I  personally  wouldn't  log  him  in  because  it  wasn't  significant.  It  had  no  bearing 
on  anything  other  than  maybe  it  was  just  a  personal,  personal  visit. 

Question:  Let  me  ask  you  this:  On  what  sort  of  occasions  would  Dan  Lasater 
come?  Would  there  be  official  functions,  scheduled  appointments,  or  casual  visits? 

Answer:  There  would  be  drop-ins,  drop,  you  know,  Bill  had,  we  could  monitor — 
sitting  out  in  the  guard  shack,  we  could  monitor. 

I  think  I  will  go  another  page.  I  am  not  going  to  go  on  indefi- 
nitely, just  so  we  get  it  clear  that,  you  know,  we  have  this  and  you 
are  going  to  give  us  your  version. 

There  would  be  drop-ins,  drop,  you  know,  Bill  had,  we  could  monitor — sitting  out 
in  the  guard  shack,  we  could  monitor.  We  monitored  every  phone  call  with  the  ex- 
ception Bill  had  a  private  line  that  wouldn't  light  up  out  there.  On  our  phone,  we 
had  six  numbers  and  if  anybody  on  the  Mansion  grounds  was  talking,  a  light  would 
be  lit  up  for — but  Bill  had  a  private  line  that  we  had,  did  not  have  access  to,  did 
not  know  the  number,  did  not  want  to  know  it. 

He  could  have  been  up  there  talking  all  day  long  to  someone,  and  we  wouldn't 
have  knowledge  about  it. 

OK.  I  will  skip  over  the  phone  stuff  unless  anyone  thinks  that 
I'm  being 

The  Chairman.  No,  go  ahead. 

Mr.  CHERTOFF.  And  move  to  page  27,  line  10: 

Question:  All  right.  Can  you  tell  me  what  sort  of  occasions  Dan  Lasater  came  to 
the  Mansion  for? 

Answer:  Well,  he  dropped  in,  but  now  I'm  not  saying  Bill  didn't  call  him  on  his 
private  line  or  have  maybe  us  to  call  him  and  have  him  come  by  where  it  would 
be  just  him  by  himself.  And  he  would  also  come  for  public  functions,  not  public  but 
official  functions.  And  he  would  also  come  by  himself  and  he  would,  where  it  ap- 
peared to  me,  the  best  I  recall,  would  be  just  kind  of  off-the-cuff,  drop-in  things  or 
in  and  out,  you  know." 

Is  that  true  or  false? 

Mr.  Lasater.  That's  false. 

Mr.  CHERTOFF.  [Continuing:] 

I  don't  recall  any  overnight  stays  or  anything  particularly  outstanding  about  any 
of  Dan's  visits.  You  know,  he  was,  he — I  didn't  pay  much  attention  because  he,  there 
wasn't  any  reason  to. 

Question:  And  would  he  come  at  random  times  during  the  day  and  night  or  were 
they  just  day  visits? 

Answer:  I  can't  say.  You  know,  it  could  have  been  both. 

Question:  Uh-huh. 

Answer:  Day,  night,  weekends,  all  day.  It  didn't,  he  came  when  he  wanted  to. 

Question:  OK. 

Answer:  We  didn't  stop  him.  We  knew  better.  I  knew  better.  Some  of  the  guys, 
like  I  said,  they  were  new,  you  know.  There  were  people  that  were  there  very  long, 
you  learned  who  to  intercept  and  who  not  to  intercept. 

And  then  I  will  just  close  with  the  following  passage  at  the  bot- 
tom of  page  28,  line  18: 

Question:  So  Dan  Lasater,  in  your  view,  or  at  least  on  your  watch,  was  one  of  the 
ones  that  just  got  waved  on? 

Answer:  He  did  on  my,  like  you  said,  on  my  watch,  because  I  knew  Dan.  I  knew 
his  face,  what  he  drove.  I  knew  his  relationship  with  the  Governor  was  personal  and 
professional  and  private  or  whatever  it  was,  on  every  level.  And  he — I  don't  know — 
I  can't  speak  for  anybody  but  myself. 

Mr.  Lasater.  The  Lincoln  Mercury  or  Lincoln  that  he  talked 
about — — 

Mr.  Chertoff.  Yeah. 

Mr.  Lasater.  — I  have  never  driven  that  car  in  my  life.  That  was 
a  limousine,  and  I  had  a  driver  at  the  time  that  drove  that  car. 
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Mr.  Chertoff.  Well,  but  you  do  acknowledge  that  he's  correct  in 
identifying  you  had  been  either  personally  driving  or  being  driven 
in  a  Lincoln-type  car? 

Mr.  Lasater.  I  have  been,  yes. 

Mr.  Chertoff.  Now,  you  deny  his  testimony  about  the  quality 
and  nature  of  your  relationship  with  the  Governor? 

Mr.  Lasater.  Yes,  sir,  I  do. 

Mr.  Chertoff.  On  these  issues  of  recommendations  for  particu- 
lar appointments,  did  you  have  personal  conversations  or  did  the 
Governor  call  you  up  and  check  with  you  on  recommendations? 

Mr.  Lasater.  No. 

Mr.  Chertoff.  Well,  I'm  going  to  put  up  for  my  last  portion  of 
this  segment  DK 

Mr.  Lasater.  I  don't  recall — I  don't  recall  that. 

Mr.  Chertoff.  Well,  I  will  stimulate  your  memory. 

Mr.  Lasater.  OK. 

Mr.  Chertoff.  DKSN  27453.  It  is  a  message  pad  from  the  Gov- 
ernor's Mansion.  It  says:  "Message  for,"  and  it  begins  for  BC.  And 
you  can  see  the  handwriting  in  the  "Message"  and  the  "BC"  is  the 
same  pen  and  the  same  handwriting.  It  says:  "For  BC  from  Dan 
Lasater,  Number  376-0069."  Was  that  your  number  at  the  time? 

Mr.  Lasater.  Yes,  it  was. 

Mr.  Chertoff.  It  says:  "Linda  Trent  appointment  to  Arkansas 
Housing  Development  Agency.  Please  call  Dan  this  a.m."  Then  we 
see,  again,  the  Governor's  characteristic  checkmark.  The  hand- 
writing is  the  same  ink  as  the  checkmark.  It  says  and  there  are 
initials  of  people  that  he  is  passing  the  message  on  to.  Then  it  says, 
in  the  Governor's  own  hand,  a  note:  "He's  for  her."  Now  remember 
the  Governor  calling  you  to  verify  that  you  were  for  Linda  Trent? 

Mr.  Lasater.  No,  I  don't  recall  that. 

Mr.  Chertoff.  Do  you  have  reason  to  believe  that  when  the  Gov- 
ernor wrote,  "He's  for  her,"  in  response  to  this  message  that  he  call 
you  back,  do  you  have  reason  to  doubt  that  he,  in  fact,  called  you 
back  and  asked  you  for  your  opinion? 

Mr.  Lasater.  No,  I  don't  dispute  that. 

Mr.  Chertoff.  Pardon? 

Mr.  Lasater.  I  do  not  dispute  that. 

Mr.  Chertoff.  All  right.  Do  you  know  whether  Linda  Trent  got 
appointed  to  the  Housing  Development  Agency? 

Mr.  Lasater.  No,  I  do  not. 

Mr.  Chertoff.  I  think  this  is  a  good  time  to  stop,  Mr.  Chairman. 

The  Chairman.  Senator  Sarbanes. 

Senator  SARBANES.  How  much  more  time  does  he  need? 

The  Chairman.  You  mean,  in  terms  of 

Senator  Sarbanes.  To  finish  up  here? 

The  Chairman.  About  45  minutes.  Why  don't  I  suggest 

Senator  Sarbanes.  There  is  going  to  be  a  vote  at  2:00  p.m.  Why 
don't  we  continue 

The  Chairman.  Is  there  really  going  to  be  a  vote  at  2:00  p.m.? 

Senator  Sarbanes.  Apparently. 

The  Chairman.  Well,  then  why  don't  I 

Senator  Sarbanes.  Why  don't  we  finish  up  this  panel  before  the 
votes?  Then,  we  can  do  the  others  after  the  votes. 

The  Chairman.  Well,  if  you  want  to  try. 
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Senator  Sarbanes.  Yes.  Could  I  ask  a  question  about  this?  I'm 
not  clear  whose  statement  this  is  that  is  being  quoted  from. 

Mr.  Chertoff.  It's  a  deposition,  Mr.  Chairman,  in  the  case  called 
Reed  vs.  Young. 

Senator  Sarbanes.  No,  no.  I  have  that.  The  other  statement. 

Mr.  Chertoff.  It's  Barry  Spivey. 

Senator  Sarbanes.  The  other  statement,  the  other  statement. 

Mr.  Chertoff.  Oh,  I  think  Mr.  Drake  testified  that  he  had  given 
an  interview  to  an  investigator  in  Arkansas.  This  is  the  Arkansas 
investigator's  report. 

Senator  Sarbanes.  Who  is  that? 

Mr.  Chertoff.  A  man  by  the  name  of  DeLaughter,  D-e-L-a-u-g- 
h-t-e-r.  Is  that  right,  Mr.  Drake? 

Mr.  DRAKE.  That's  correct,  yes,  sir. 

Senator  Sarbanes.  Now,  I  am  not  quite  clear  where  this  came 
from.  If  I  could  ask,  I  mean,  we  don't  have  a  copy  of  this  and  it's 
not  Committee  marked. 

Mr.  Chertoff.  I  thought,  Mr.  Chairman,  we  had  given  copies. 

Senator  SARBANES.  Just  now.  But  it's  not  part  of  the  Committee's 
records  and  I'm  curious  as  to  where  it  came  from. 

Mr.  Chertoff.  I  received  it  from  a  staff  member  who  got  it  from 
I  know  not  where.  In  preparing  for  the  hearing  today,  it  seemed 
to  me  it  was  relevant  and  worth  asking  the  witness  about. 

The  Chairman.  Well,  let's  ask 

Mr.  Chertoff.  And  the  witness  has  authenticated  it. 

Senator  SARBANES.  Well,  let's  ask  where  it  came  from. 

The  Chairman.  If  I  could,  let  us  ascertain  for  the  record  when 
and  where  the  investigator  was  sworn  and  at  what  time.  And  we 
will  do  that. 

Senator  Sarbanes.  And  how  it  came  to  the  Committee. 

Mr.  Chertoff.  I  don't  think  it's  a  sworn  statement.  I  think  it  ap- 
pears to  be  similar  to  the  way  the  FBI  does  reports  of  interviews 
and  they  put  it  in  the  file.  It  appears  to  be  a  report  of  interview 
that's  in  an  investigative  file.  And  I  guess,  Mr.  Drake,  you  can  bear 
out  that  you  remember  being  interviewed  as  part  of  a  State  Law 
Enforcement  Investigation? 

Mr.  Drake.  Right. 

The  Chairman.  I'm  going  to  ask  that  we  not  waste  a  great  deal 
of  time  at  this  point  but  that  we  attempt  to  ascertain  from  where 
that  interview  took  place.  And  if  Counsel  agrees,  we  will  depose  the 
witness,  the  trooper,  if  they  feel  that's  necessary. 

Senator  Sarbanes.  Well,  Mr.  Chairman,  I  am  interested  in  this, 
because  it  seems  to  run  very  counter  to  our  procedures.  And  I 
would  like  to  know  what  the  sequence  was  here.  So  I  appreciate 
the  Chairman's  indication  that  we  will  find  out  that  information. 
We  will  yield  our  turn  and  await  Mr.  Chertoff's  next  turn. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Now  are  you  familiar  with  a  place  called  Coxper 
Farms,  Mr.  Lasater? 

Mr.  Lasater.  I'm  sorry,  what  was  the  name? 

Mr.  Chertoff.  A  Coxper  Farms. 

Mr.  Lasater.  Coxper? 

Mr.  Chertoff.  Yes. 

Mr.  Lasater.  Coxper  property,  yes. 
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Mr.  CHERTOFF.  Do  you  own  a  piece  of  that? 

Mr.  Lasater.  No,  I  do  not. 

Mr.  Chertoff.  Did  you  ever  live  down  there  on  that  premises? 

Mr.  Lasater.  I'm  sorry? 

Mr.  Chertoff.  Have  you  ever  lived  on  that  property? 

Mr.  Lasater.  No.  I  have  had  an  office  there.  And  we  have  had 
a  hunting  lodge  there. 

Mr.  Chertoff.  And 

Mr.  Lasater.  But  it  was  both  one  in  the  same. 

Mr.  Chertoff.  Do  you  still  have  that? 

Mr.  Lasater.  That  property  is  owned  by  Southeast  Investments, 
which  is  Ken  Sheeman,  and  my  children's  trusts  have  an  option  to 
purchase  a  portion  of  that  property. 

Mr.  Chertoff.  Now  it  is  owned  by  Ken  Sheeman.  Who  is  Ken 
Sheeman? 

Mr.  Lasater.  He  is  an  attorney. 

Mr.  Chertoff.  With  what  firm? 

Mr.  Lasater.  Everett,  something,  Sheeman  and  Mars  in  Fayette- 
ville,  Arkansas. 

Mr.  Chertoff.  How  long  has  he  been  with  that  firm? 

Mr.  Lasater.  Three  or  four  months. 

Mr.  Chertoff.  Is  he  a  friend  of  yours? 

Mr.  Lasater.  Yes. 

Mr.  Chertoff.  Where  was  Mr.  Sheeman  before  3  or  4  months 
ago  when  he  went  to  this  new  firm? 

Mr.  Lasater.  He  was  at  the  Rose  Law  Firm. 

Mr.  Chertoff.  How  long  had  he  been  at  the  Rose  Law  Firm? 

Mr.  Lasater.  I  don't  know. 

Mr.  Chertoff.  Years? 

Mr.  Lasater.  I  met  Mr.  Sheeman  in  1987  or  1988.  So  he  was  at 
the  Rose  Law  Firm  at  that  time. 

Mr.  Chertoff.  Did  you  ever  have  any  dealings  with  Madison 
Guaranty  Savings  &  Loan? 

Mr.  Lasater.  Yes,  sir. 

Mr.  Chertoff.  What  were  the  dealings  you  had  with  Madison 
Guaranty  Savings  &  Loan? 

Mr.  Lasater.  Lasater  &  Company  had  an  account  with  them  and 
sold  them  some  securities.  Also  there  was  a  time-share  project  that 
I  owned  within  the  holding  company  that  sold  Madison  Guaranty 
$7  million  in  time-share  paper. 

Mr.  Chertoff.  Now  would  you  explain  what  that  is,  that  trans- 
action? 

Mr.  Lasater.  It's  receivables.  You  know,  if  you  sell  a  unit  of  time 
share,  they  get — there's  a  mortgage. 

Mr.  Chertoff.  Right. 

Mr.  Lasater.  And  you  have  a  receivable.  That's  what  I'm  talking 
about,  those  receivables. 

Mr.  Chertoff.  So  in  plain  English — I  mean 

The  Chairman.  In  layman's  language. 

Mr.  Chertoff.  In  layman's  language,  a  receivable  is  basically  a 
second  IOU? 

Mr.  Lasater.  It's  a  note,  yes. 
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Mr.  CHERTOFF.  Right.  So  you  had  these  IOU's  or  these  notes  for 
the  time  shares  and  you  sold  $7  million  to  Madison  Guaranty  Sav- 
ings &  Loan? 

Mr.  Lasater.  Yes,  I  did. 

Mr.  Chertoff.  When  was  that? 

Mr.  Lasater.  Where  was  what? 

Mr.  Chertoff.  When  was  that?  When  did  you  do  that? 

Mr.  Lasater.  I  don't  know— 1983,  1984,  1985.  No,  it  had  been 
later  than  that.  I  would  have  had  to  have — I  didn't  buy  the  project, 
I  don't  think,  until  1983.  So  it  had  to  have  been  1984  or  1985. 

Mr.  Chertoff.  It  was  while  Jim  McDougal  owned  the  bank? 

Mr.  Lasater.  Yes,  he  did. 

Mr.  Chertoff.  What  was  the  name  of  the  project? 

Mr.  Lasater.  Emerald  Isle. 

Mr.  Chertoff.  Was  there  someone  in  particular  in  your  holding 
company  that  had  responsibility  for  that  project? 

Mr.  Lasater.  Yes. 

Mr.  Chertoff.  Who  was  that? 

Mr.  Lasater.  Dan  Moudy. 

Mr.  Chertoff.  And  was  Patsy  Thomasson  involved  with  that 
project  at  all? 

Mr.  Lasater.  Yes,  she  was. 

Mr.  Chertoff.  What  was  her  degree  of  involvement? 

Mr.  Lasater.  Well,  later  she  ran  the  project.  But  that  was  after 
I  was  incarcerated  and  that  was  after  the  notes  were  sold. 

Mr.  Chertoff.  How  did  you  come  to  sell  $7  million  of  notes  to 
Madison  Guaranty  Savings  &  Loan? 

Mr.  Lasater.  We  did  it  through  the  investment  banking  firm. 

Mr.  Chertoff.  Which  one? 

Mr.  Lasater.  Lasater  &  Company. 

Mr.  Chertoff.  I  mean,  did  you  solicit  them  to  buy  them  or  did 
they  solicit  you  to  make  the  purchase? 

Mr.  Lasater.  Lasater  &  Company  solicited  them  to  buy  them. 

Mr.  Chertoff.  Now  did  they  also  open  up  a  trading  account  with 
Lasater  &  Company? 

Mr.  Lasater.  Yes. 

Mr.  Chertoff.  When  was  that? 

Mr.  Lasater.  When? 

Mr.  Chertoff.  Yes. 

Mr.  Lasater.  I'm  guessing  1983,  1984,  somewhere  in  there. 

Mr.  Chertoff.  How  did  that  come  about?  How  did  Madison 
Guaranty  Savings  &  Loan  come  to  open  up  an  account  with 

Mr.  Lasater.  A  salesman  just  called  him. 

Mr.  Chertoff.  Just  an  accident? 

Mr.  Lasater.  Right.  Well,  it's  not  an  accident.  It  was  intentional. 

Mr.  Chertoff.  But  it's  a  happenstance.  There  is  no  connection 
between  that  and  the  sale  of  the 

Mr.  Lasater.  No. 

Mr.  Chertoff.  — time  shares? 

Mr.  Lasater.  No. 

Mr.  Chertoff.  Did  you  seek  to  get  assistance  from  Governor 
Clinton  in  your  dealings  with  political  figures  in  other  States? 
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Mr.  Lasater.  Yes.  I  contacted — or  someone  contacted  Governor 
Clinton  to  introduce  us  to  the  Governor  of  New  Mexico  after  we 
bought  the  real  estate  development,  Angel  Fire,  in  1984. 

Mr.  Chertoff.  Angel  Fire  was  a  development  in  New  Mexico? 

Mr.  Lasater.  It  was. 

Mr.  Chertoff.  Was  it  you  personally  who  sought  to  have  Gov- 
ernor Clinton  make  the  introduction  or  did  you  send  someone  else 
to  do  that? 

Mr.  Lasater.  I  don't  recall  doing  it  personally.  It  would  probably 
have  been  Patsy. 

Mr.  Chertoff.  Did  the  Governor  make  the  introduction? 

Mr.  Lasater.  Yes,  he  did. 

Mr.  Chertoff.  Did  Governor  Clinton  make  the  introduction? 

Mr.  Lasater.  Over  the  phone,  yes. 

Mr.  Chertoff.  Tell  us  about  that. 

Mr.  Lasater.  That's  about  it. 

Mr.  Chertoff.  Well,  he  made 

Mr.  Lasater.  Toney  Anaya  was  the  Governor's  name.  He  came 
to  Angel  Fire.  We  had  some — at  the — we  had  a  celebration  after  I 
purchased  the  resort  and  had  an  outdoor  party.  And  he  came  up 
for  that. 

Mr.  Chertoff.  And  tell  us,  how  did  the  introduction  get  made? 

Mr.  Lasater.  I  don't  recall.  I  didn't  do  it  myself. 

Mr.  Chertoff.  How  do  you  know  that  Governor  Clinton  made  an 
introduction  over  the  phone  to  the  Governor  of  New  Mexico? 

Mr.  Lasater.  That's  just  what  I  recall. 

Mr.  Chertoff.  Were  you  present  when  Governor  Clinton  made 
the  call? 

Mr.  Lasater.  No. 

Mr.  Chertoff.  Did  the  Governor  of  New  Mexico  tell  you  that  he 
had  been  called  by  Governor  Clinton? 

Mr.  Lasater.  I  think  he  did,  yes. 

Mr.  Chertoff.  Did  he  tell  you  what  Governor  Clinton  had  said? 

Mr.  Lasater.  I  don't  recall  that,  no. 

Mr.  Chertoff.  Did  he  indicate  to  you  that  Governor  Clinton  had 
invested  in  New  Mexico? 

Mr.  Lasater.  Yes. 

Mr.  Chertoff.  So  we  have  that  introduction  to  the  Governor  of 
New  Mexico.  Any  other  introductions  through  Governor  Clinton? 

Mr.  Lasater.  You  mean  to  political  figures? 

Mr.  Chertoff.  To  political  figures,  first  to  political  figures. 

Mr.  Lasater.  I  can't  recall  any  right  now. 

Mr.  Chertoff.  Were  there  any  other  introductions  to  business 
figures  through  Governor  Clinton? 

Mr.  Lasater.  No. 

Mr.  Chertoff.  None  at  all? 

Mr.  Lasater.  Not  that  I  can  recall. 

Mr.  Chertoff.  When  did  you  open  Angel  Fire? 

Mr.  Lasater.  I'm  sorry? 

Mr.  Chertoff.  When  did  you  open  Angel  Fire? 

Mr.  Lasater.  Well,  I  purchased  it  in  I  think  it  was  August  1984. 

Mr.  Chertoff.  Describe  what  was  there  when  you  purchased  it? 

Mr.  Lasater.  It  was  an  existing  resort,  ski  resort,  28,000-acre 
real  estate  development. 
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Mr.  Chertoff.  Was  their  an  airstrip? 

Mr.  Lasater.  There  was. 

Mr.  Chertoff.  Did  you  use  the  airstrip? 

Mr.  Lasater.  I  did. 

Mr.  Chertoff.  With  your  airplanes? 

Mr.  Lasater.  Yes. 

Mr.  Chertoff.  Where  did  you  keep  your  airplanes,  by  the  way, 
hangared,  or  were  they  typically  kept  in  Arkansas? 

Mr.  Lasater.  Central  Flying  Service. 

Mr.  Chertoff.  Which  is  where? 

Mr.  Lasater.  Little  Rock. 

Mr.  Chertoff.  Did  you  use  any  other  airports  for  your  airplanes 
in  Arkansas? 

Mr.  Lasater.  You  mean  did  I  ever  fly  into  any  other  airports? 

Mr.  Chertoff.  Yes. 

Mr.  Lasater.  I  have  been  to  Monticello,  Arkansas.  Thank  God, 
I  was  never  in  Mina. 

Mr.  Chertoff.  Never  flew  into  Mina. 

[Laughter.] 

Did  your  airplanes  ever  make  their  way  to  Mina? 

Mr.  Lasater.  No,  sir,  they  did  not. 

Mr.  Chertoff.  And  you're  going  to  tell  us  you  had  no  connection 
with  any  activities  there? 

Mr.  Lasater.  No,  sir,  I  have  none. 

Mr.  Chertoff.  Did  you  ever  have  any  connection  with  any  ac- 
tivities involving  the  flying  or  the  transportation  of  drugs  by  air 
from  one  point  to  another? 

Mr.  Lasater.  Are  you  asking  me  if  I  have  ever  had  drugs  on  an 
airplane? 

Mr.  Chertoff.  I'm  not  limiting  it  to  if  you  were  personally,  well, 
all  right,  let's 

Mr.  Lasater.  For  my  own  personal  use  is  the  only  time  I've  ever 
transported  drugs. 

Mr.  Chertoff.  What  quantity  would  that  be? 

Mr.  Lasater.  An  ounce,  maybe  two  ounces  at  the  most. 

Mr.  Chertoff.  And  other  than  that,  have  you  had  drugs  trans- 
ported on  airplanes  when  you  were  not  on  the  airplane? 

Mr.  Lasater.  Not  that  I'm  aware  of. 

Mr.  Chertoff.  By  the  way,  you  mentioned  I  think  earlier  a  in 
response  to  one  of  the  questions,  that  you  had  an  employee  or  per- 
haps your  driver  carry  drugs  for  you  or  hold  drugs  for  you? 

Mr.  Lasater.  Yes,  sir. 

Mr.  Chertoff.  Why  would  you  direct  someone  else  to  hold  the 
drugs  for  you? 

Mr.  Lasater.  It  was  against  the  law  to  carry  drugs. 

Mr.  Chertoff.  So  you  would  have  someone  else  hold  them  so 
that  they  would  get  in  trouble? 

Mr.  Lasater.  I  just  didn't  want  to  carry  them. 

Mr.  Chertoff.  Well,  I  can't  argue  with  the  logic  of  that.  So  your 
testimony  is  you  didn't  have  any,  you  never  directed  or  requested 
anybody  to  transport  drugs  from  one  point  to  another  by  air? 

Mr.  Lasater.  Yes  sir,  that's  my  testimony. 

Mr.  Chertoff.  Did  you  become  aware  of  an  investigation  into 
narcotics  trafficking  that  involved  your  resort  in  New  Mexico? 
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Mr.  LASATER.  There  was  an  article  in  the  Albuquerque  paper 
that  someone  sent  me  a  copy  of  recently  that  brought  that  up.  And 
I  know  there  was  an  article  in  The  Wall  Street  Journal  or  local 
paper  up  here  that  Representative  Leach  was  looking  into  that. 

Mr.  CHERTOFF.  Put  aside  articles.  From  your  own  knowledge  or 
from  what  people  told  you  who  were  at  the  resort,  or  people  that 
you  had  employed  or  had  social  relationships  with,  did  you  ever 
hear  that  investigators  were  asking  questions  concerning  narcotics 
trafficking  in  that  resort,  that  affected  that  resort  in  New  Mexico? 

Mr.  LASATER.  I  don't  recall  that,  no. 

Mr.  CHERTOFF.  Never  remember  hearing  anything  about  that? 

Mr.  LASATER.  I  don't  recall  it,  no. 

Mr.  CHERTOFF.  Now,  Mr.  Lasater,  I  want  to  go  back  to  this  ques- 
tion of  your  visits  to  the  Mansion  and  the  question  of  the  Governor 
visiting  you.  Do  you  know  of  a  reason  why  a  trooper  would  make 
up  a  story  about  visits  that  you  had  with  Governor  Clinton  either 
at  your  office  or  at  the  Mansion? 

Mr.  Lasater.  No,  sir,  I  don't,  but,  you  know,  there's  been  another 
trooper  that's  made  up  a  lot  of  stories  too,  that  L.D.  Brown.  You 
know,  I  don't  understand  him,  and  I'm  not  putting  Mr.  Spivey  in 
that  category.  But  you  know,  Terry  Reed  made  a  lot  of  accusations 
which  were  unfounded  and  untrue.  I  don't,  you  know,  this  is  my 
first  experience  in  politics. 

Mr.  CHERTOFF.  Well,  the  troopers,  I  mean,  because  you  must 
have  encountered  the  troopers  from  time  to  time  in  dealing  with 
Governor  Clinton,  even  if  they  were  just  on  the  scene.  My  question 
to  you  is,  I  mean,  maybe  there's  something  you  had  with  the  troop- 
ers on  a  personal  level  or  institutionally  that  would  give  them  a 
motive  to  lie  about  you.  So  I  want  to  ask  you  straight  out,  is  there 
anything  you  know  about  Trooper  Spivey  or  any  other  trooper  that 
you  could  give  us  as  a  reason  why  they  would  make  up  stories 
about  your  having  more  visits  with  Governor  Clinton  than  you  ac- 
tually had? 

Mr.  Lasater.  No,  sir. 

Mr.  CHERTOFF.  Is  there  any  reason 

Senator  Sarbanes.  Actually,  Spivey  said  two  to  ten,  didn't  he? 
And  Lasater  said  two. 

Mr.  Chertoff.  Well,  I  think  what  he  said  was,  and  I'm  happy 
to  go  back  into  it,  this  is  page  26,  line  2:  "I  knew  that  Bill  spent 
a  lot  of  time  at  Dan's  office  and  that  Dan  spent  time  at  the  Man- 
sion." And  the  Trooper  goes  on  to  say  that  you  were  such  a  regular 
figure  that  you  didn't  even  get  logged  in.  They  kind  of  waved  you 
through. 

Senator  Sarbanes.  Yes,  but  earlier  he  said,  when  he  was  asked 
how  many  occasions  did  he  come  to  the  Mansion,  he  says,  half  a 
dozen.  Then  he  says,  I'm  going  to  say  maybe  half  a  dozen  times, 
and  it  could  have  been  anywhere  from  two  to  ten. 

Mr.  Chertoff.  Well,  fine.  Do  you  accept  that,  that  you  were 
there  from  two  to  ten  times? 

Mr.  Lasater.  No,  I  wasn't — I  can  recall  being  at  the  Governor's 
Mansion  possibly  twice,  and  those  were  social  events.  I  think  one 
time  was  when  Bob  Hope  was  in  town  and  they  had  some  kind  of 
a  party  over  there  for  him,  and  some  other  social  function.  I  have 
never  been  to  the  Mansion  on  a  personal  basis. 
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The  Chairman.  All  right.  So  you're  saying  now  to  the  Committee 
that  you  went  to  the  Mansion  on  two  occasions,  it  was  social.  One 
was  Bob  Hope,  one  was  another,  but  that  you  never  went  there  on 
a  personal  visit  to  see  the  Governor.  Is  that  correct? 

Mr.  Lasater.  That's  correct.  And  I  have  no  reason  to  lie  about 
that,  Senator. 

The  Chairman.  I  just  wanted  to  get  it.  Let's  move  this. 

Mr.  Chertoff.  I  just  wanted  to  make  sure  there's  no  ambiguity 
because  he  also  goes  on  to  say,  and  I'll  go  back  here,  I'll  move  on 
to  page  30,  at  line  8,  if  you  want  to  find  it  and  follow  along. 

Question:  Now,  would  you  say  that  Governor  Clinton  went  to  Lasater's  once  a 
month,  twice  a  month?  Could  you  characterize  the  frequency  of  the  times  they  saw 
each  other,  either  at  Lasater's  office  or  at  the  Mansion? 

Answer:  Well,  he  could  have  went  a  lot  more  than  I  was  aware  of.  He  could  have 
went  2  days  in  a  row  and  not  again  for  a  month,  but  I  wouldn't  have  had  access 
to  a — I  know  he  went  a  lot  more  times  than  he  went  when  I  was  with  him.  If  he 
went  as  much  as  when  the  other  guys  were  driving  as  he  did  with  me,  he  went  a 
lot  because  like  I  said,  we  were  very  seldom 

Well,  I'll  delete  the  expletives. 

Senator  Sarbanes.  No,  go  ahead  and  put  it  in.  We  don't  have 
this  guy  before  us.  I  mean,  I  think  this  is  rather  irregular,  frankly. 
You  drag  in  here  10  pages  out  of  an  oral  deposition  of  Spivey  in 
an  action  in  the  U.S.  District  Court  in  the  Eastern  District  of  Ar- 
kansas on  a  case  of — who  is  this  guy  Terry  K.  Reed  who  brought 
this  case? 

Mr.  Chertoff.  Mr.  Chairman,  I  have  no  idea  what  the  underly- 
ing case  is  about.  I  am  only  concerned  about,  you  know,  we  have 
sworn  testimony  that  someone  has  seen  fit 

The  Chairman.  Did  you  to  go  the  Governor  or  did  the  Governor 
come  to  your  office  on  a  regular  basis?  How  many  occasions  do  you 
recall,  if  any,  that  the  Governor  came  to  visit  you? 

Mr.  Lasater.  One  or  two  times  in  my  office.  He  was  at  my  home 
one  time.  We  rebuilt  an  older  home  there  in  1984,  and  we  invited 
50  or  60  people,  and  he  stopped  by,  by  himself,  for  10,  15,  or  20 
minutes. 

The  Chairman.  So  you  are  saying  the  Governor  came  to  your 
home  on  one  occasion  where  you  had  50  or  60  people,  and  he  came 
to  your  office  on  no  more  than  two  occasions? 

Mr.  Lasater.  That's  correct. 

The  Chairman.  And  you're  sure  about  that? 

Mr.  Lasater.  I'm — well,  yes,  I  mean,  I  am  sure. 

The  Chairman.  OK,  fine. 

Mr.  Chertoff.  Mr.  Lasater,  this  is  the  last  question.  I'm  going 
to  ask  you  to  listen  carefully  to  what  the  trooper  says,  and  then 
tell  me  whether  you  accept  it  or  reject  it.  The  trooper  says,  under 
oath,  again,  page  30,  line  19: 

But  we  very  seldom  were  in  the  area  when  he  had  any  time  on  his  hands  that 
he  didn't  run  in.  He  went  by  there  a  lot,  by  his  office  a  lot. 

Mr.  Lasater.  That's  just  absolutely  not  true. 
Mr.  Chertoff.  And  you  can't  think  of  a  reason  why  the  trooper 
would  make  it  up? 
Mr.  Lasater.  I  have  no  earthly  idea. 
Senator  Sarbanes.  You  all  finished? 
The  Chairman.  Yes,  all  done.  Go  ahead. 
Senator  Sarbanes. 
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Mr.  Kravitz.  Mr.  Lasater  just  lest  anyone  put  too  much  signifi- 
cance on  your  answer  to  the  last  question  you  were  asked  about 
whether  you  had  any  reason  to  believe,  or  you  have  any  reason  to 
believe  that  Mr.  Spivey  would  have  a  motive  for  testifying  untruth- 
fully, you  testified  earlier  that  you  don't  know  Mr.  Spivey.  Correct? 

Mr.  Lasater.  That's  correct. 

Mr.  Kravitz.  So  whether  Mr.  Spivey  has  been  terminated  un- 
fairly by  the  State  or  might  have  gotten  into  some  other  trouble  or 
had  some  reason  why  he  might  want  to  testify  untruthfully  against 
Governor  Clinton,  you  would  have  no  way  of  knowing;  correct? 

Mr.  Lasater.  That's  correct. 

Mr.  Kravitz.  The  fact  that  you  don't  know  that  is  meaningless? 

Mr.  Lasater.  That's  right.  I  do  not  know  that. 

Mr.  Kravitz.  That's  all  we  have.  Thank  you. 

The  Chairman.  I  want  to  thank  the  panel. 

We  stand  in  recess  until  2:15  p.m.,  unless  votes  start  thereafter, 
we'll  wait  until  the  termination  of  whatever  votes.  Otherwise,  we'll 
take  a  recess  until  2:15  p.m. 

[Whereupon,  at  1:40  p.m.,  the  Committee  was  recessed,  to  recon- 
vene at  2:15  p.m.  the  same  day.l 
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AFTERNOON  SESSION 

The  Chairman.  Can  I  ask  the  witnesses  to  stand  for  the  oath. 

[Witnesses  were  sworn.] 

The  Chairman.  I  want  to  start  on  the  left  and  ask  each  of  you, 
Mr.  Hardwicke,  Mr.  Wright,  Ms.  Chandler,  Mr.  Stout,  and  Mr. 
Epes,  if  you  have  any  statement  that  you  would  like  to  give  to  the 
Committee. 

Mr.  Hardwicke. 

SWORN  TESTIMONY  OF  MORT  G.  HARDWICKE 
ARKANSAS  DEVELOPMENT  FINANCE  AUTHORITY  [ADFA] 

Mr.  Hardwicke.  No. 

The  Chairman.  Mr.  Wright. 

SWORN  TESTIMONY  OF  GEORGE  H.  WRIGHT,  JR. 
ARKANSAS  DEVELOPMENT  FINANCE  AUTHORITY  [ADFA] 

Mr.  Wright.  No,  sir. 

The  Chairman.  Ms.  Chandler. 

A 

SWORN  TESTIMONY  OF  LINDA  D.  CHANDLER 

FORMER  ACTING  PRESIDENT 

ARKANSAS  DEVELOPMENT  FINANCE  AUTHORITY  [ADFA] 

Ms.  Chandler.  No,  sir. 
The  Chairman.  Mr.  Stout. 

SWORN  TESTIMONY  OF  CHARLES  STOUT 

ARKANSAS  HOUSING  DEVELOPMENT  AGENCY  BOARD 

MEMBER  1980-85  AND  CHAIRMAN  1983 

Mr.  Stout.  No. 

The  Chairman.  Mr.  Epes. 

SWORN  TESTIMONY  OF  S.  WOOTEN  EPES 

FORMER  PRESIDENT 

ARKANSAS  DEVELOPMENT  FINANCE  AUTHORITY  [ADFA] 

Mr.  Epes.  No. 

The  Chairman.  Senator  Sarbanes. 

[No  response.] 

The  Chairman.  Senator  Bennett. 

[No  response.] 

The  Chairman.  Mr.  Chertoff. 

[No  response.] 

The  Chairman.  Mr.  Giuffra. 

Mr.  Giuffra.  Good  afternoon,  panel. 

If  we  could  put  up  on  the  Elmo  the  April  12,  1983  Board  Min- 
utes. On  April  12,  1983,  if  I  could  reacquaint  everyone  with  this, 
the  Arkansas  Housing  Development  Authority  Executive  Board 
met  to  consider  eight  proposals  for  underwriters  for  AHDA  bond  of- 
ferings for  multifamily  housing. 

Do  we  have  that?  We  seem  to  be  missing  a  document. 

Mr.  Stout,  why  don't  I  begin  with  you.  You  were  on  the  Board 
of  the  Arkansas  Housing  Development  Authority  between  1980  and 
1985;  am  I  right? 

Mr.  Stout.  Yes,  sir. 
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Mr.  GlUFFRA.  What  did  the  Arkansas  Housing  Development  Au- 
thority do? 

Mr.  Stout.  Well,  we  approved  selling  bonds  to  the  underwriters. 

The  Chairman.  Mr.  Stout,  would  you  pull  that  microphone  up 
closer  to  you.  That's  it. 

Mr.  Stout.  To  provide  low-interest  loans  to  the  first-time  home- 
buyers. 

Mr.  Giuffra.  You  were  the  Chairman  of  the  Board  in  1983;  is 
that  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  Governor  Clinton  was  then  the  Governor  of  the 
State  of  Arkansas? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  That  was  his  sort  of  second  go  round.  He  had  just 
defeated  Mr.  White  so  it  was  the  very  beginning  of  his  second  term 
as  Governor  of  Arkansas;  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  And  how  did  the  Arkansas  Housing  Development 
Authority  normally  go  about  selecting  underwriters  for  its  bond  of- 
ferings? 

Mr.  Stout.  Well,  they  would  submit  proposals  and  the  Commit- 
tee would  review  the  proposals  and  present  them  to  the  full  board 
and  the  full  board  would  make  the  selection. 

Mr.  Giuffra.  Did  you  normally  select  underwriters  based  on 
merit,  try  to  get  the  best  underwriter  for  the  offering? 

Mr.  STOUT.  Yes,  we  did. 

Mr.  Giuffra.  And  you  considered  facts  such  as  the  underwriter's 
experience. 

Mr.  Stout.  Experience,  stability. 

Mr.  Giuffra.  Ability  to  do  the  issue  at  a  low  cost  for  the  State. 
Those  were  the  factors  you  took  into  account? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  Mr.  Epes,  you  ran  the  ADFA  Board  at  a  later  time. 
You  were  the  President  of  ADFA;  right? 

Mr.  Epes.  Yes,  sir. 

Mr.  Giuffra.  When  you  ran  ADFA,  the  criteria  that  you  took 
into  account  were  based  on  merit;  am  I  right? 

Mr.  Epes.  Yes,  sir. 

Mr.  Giuffra.  You  considered  stability,  experience,  reputation  of 
the  underwriters;  isn't  that  right? 

Mr.  EPES.  Actually  we  had  a  scoring  grid  which  had  a  list  of  cri- 
teria which  we  relied  upon. 

Mr.  Giuffra.  But  those  were  merit-based  criteria;  am  I  right? 

Mr.  Epes.  Yes,  sir. 

Mr.  Giuffra.  Ms.  Chandler,  you  were  the  Executive  Director  of 
AHDA  for  a  period  in  1993;  am  I  right? 

Ms.  Chandler.  That's  right. 

Mr.  Giuffra.  You  also  in  selecting  underwriters  based  it  on 
merit;  is  that  right? 

Ms.  Chandler.  That  was  part  of  it;  right. 

Mr.  Giuffra.  And  political  considerations  were  not  taken  into  ac- 
count? 
.  Ms.  Chandler.  Not  at  all. 
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Mr.  Giuffra.  Mr.  Stout,  in  1983,  while  you  were  the  Chairman 
of  the  Board  of  AHDA,  were  you  contacted  by  the  Governor's  office? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  Who  contacted  you  from  the  Governor's  office? 

Mr.  Stout.  Bob  Nash. 

Mr.  Giuffra.  Who  was  Bob  Nash? 

Mr.  Stout.  He  was  on  the  Governor's  staff. 

Mr.  Giuffra.  Was  he  Senior  Assistant  to  the  Governor  for  Eco- 
nomic Affairs? 

Mr.  Stout.  I  have  no  idea. 

Mr.  Giuffra.  But  you  knew  Mr.  Nash;  right? 

Mr.  Stout.  Knew  him  well. 

Mr.  Giuffra.  You  knew  his  voice? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  And  you  are  quite  certain  you  spoke  to  Bob  Nash? 

Mr.  Stout.  Yes. 

Mr.  Giuffra.  Did  you  consider  him  a  top  aide  to  the  Governor? 

Mr.  Stout.  I  suppose,  yes. 

Mr.  Giuffra.  He  had  formerly  been  a  member  of  your  board;  is 
that  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  Now  what  did  Mr.  Nash  say  to  you? 

Mr.  STOUT.  He  called  me  and  recommended  that  we  start  using 
the  Lasater  firm. 

Mr.  Giuffra.  Did  he  recommend  that  you  use  the  Lasater  firm 
or  indicate  to  you  that  you  should  use  the  Lasater  firm? 

Mr.  Stout.  I'm  not  sure  if  it  was  a  recommendation  or  what,  but 
I  got  the  gist  of  the  conversation. 

Mr.  Giuffra.  And  the  gist  of  the  conversation  was  that  AHDA 
should  begin  to  use  the  Lasater  firm  for  its  bond  underwritings? 

Mr.  Stout.  Yes. 

Mr.  Giuffra.  Did  you  say  anything  to  Mr.  Nash? 

Mr.  Stout.  I  said  this  is  a  little  unusual.  This  is  the  first  time 
that  you  have  ever  recommended  a  usage  here,  and  I  do  not  think 
it's  right. 

Mr.  Giuffra.  Why  did  you  not  think  it  was  right  for  Mr.  Nash 
to  be  telling  you  that  you  should  be  using  the  Lasater  firm  for 
AHDA  bond  offerings? 

Mr.  Stout.  Heretofore,  they  had  always  been  selected  by  the  Di- 
rectors and  here  he  was  suggesting  a  certain  underwriter  that  we 
start  using.  It  could  have  been  any  underwriter,  I  guess. 

Mr.  Giuffra.  But  you  did  not  believe  it  was  right  for  the  Gov- 
ernor's office  to  tell  the  AHDA  Directors  what  underwriters  they 
should  use;  right? 

Mr.  Stout.  Or  Bob  Nash. 

Mr.  Giuffra.  Bob  Nash  in  particular.  Were  you  under  the  im- 
pression that  Mr.  Nash  was  delivering  an  important  message  to 
you?  Do  you  recall  saying  that  at  your  deposition? 

Mr.  Stout.  I  guess  I  did. 

Mr.  Giuffra.  When  the  Governor's  aide  calls  you  up  and  gives 
you  an  important  message,  you  feel  you  have  to  take  some  action, 
don't  you? 

Mr.  Stout.  Yes,  sir. 
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Mr.  GlUFFRA.  Now  when  you  told  Mr.  Nash  that  you  didn't  think 
it  was  the  right  thing  to  do,  what  did  Mr.  Nash  say  to  you? 

Mr.  STOUT.  I  think  he  said  that's  still  my  suggestion.  I  think 
that's  what  he  said. 

Mr.  GlUFFRA.  Did  Mr.  Nash  indicate  to  you  that  that  was  the 
way  we  wanted  it  anyway? 

Mr.  Stout.  I  don't  know  whether  it  was  "we"  or  "I." 

Mr.  GlUFFRA.  But  he  said  that's  the  way  it  should  be,  that  Mr. 
Lasater  should  get  some  of  the  bond  underwriting  business  of 
AHDA?  Is  that  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  Did  Mr.  Nash  indicate  to  you  a  specific  percentage 
of  the  bond  underwriting  business  that  Lasater  should  get? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  What  was  that  specific  percentage? 

Mr.  Stout.  Fifteen  percent. 

Mr.  GlUFFRA.  And  you  are  quite  certain  that  this  conversation  oc- 
curred? 

Mr.  Stout.  I'm  positive. 

Mr.  GlUFFRA.  Did  Mr.  Nash  indicate  to  you  why  he  believed  that 
Lasater  should  be  included  in  future  AHDA  bond  offerings? 

Mr.  Stout.  I  don't  think  he  did.  I  got  the  gist  that  we  should 
start  using  Lasater  though. 

Mr.  GlUFFRA.  Did  he  say  anything  to  you  about  the  experience 
of  the  Lasater  firm? 

Mr.  Stout.  No,  sir. 

Mr.  GlUFFRA.  Were  you  familiar  with  the  Lasater  firm? 

Mr.  Stout.  No,  sir. 

Mr.  GlUFFRA.  This  was  the  first  you'd  ever  heard  of  the  Lasater 
firm? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  After  you  said  it  was  wrong  for  Mr.  Nash  to  tell 
you  who  AHDA  should  use,  did  Nash  say  anything  more  other  than 
that's  the  way  we  want  it? 

Mr.  Stout.  I  don't  remember.  I  really  don't. 

Mr.  GlUFFRA.  But  he  definitely  indicated  that  you  should  use  Mr. 
Lasater  and  Lasater  should  get  15  percent  of  the  business? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  During  the  5  years  when  you  were  a  Director  of 
AHDA  and  the  1  year  when  you  were  Chairman,  are  you  aware  of 
any  other  instance  in  which  the  Governor's  office  or  a  Governor's 
aide  gave  you  a  directive  to  use  a  specific  underwriter? 

Mr.  Stout.  No,  sir. 

Mr.  GlUFFRA.  Are  you  aware  of  any  other  instance  when  the  Gov- 
ernor or  someone  on  his  staff  told  you  that  a  specific  underwriter 
should  get  a  certain  percentage  of  the  business? 

Mr.  Stout.  No,  sir. 

Mr.  GlUFFRA.  This  was  very  unusual,  wasn't  it? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  You  were  very  surprised  by  Mr.  Nash's  request;  is 
that  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  You  thought  that  it  threatened  the  independence 
of  the  AHDA;  right? 
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Mr.  Stout.  Yes,  I  did. 

Mr.  GlUFFRA.  Because  the  Directors  of  the  HDA  are  supposed  to 
pick  the  underwriters,  not  the  Governor? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  The  Governor  does  appoint  the  members  of  the 
HDA  but  this  was  an  independent  agency;  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  During  the  conversation  you  had  with  Mr.  Nash, 
did  he  mention  any  other  underwriting  firms? 

Mr.  Stout.  No,  sir. 

Mr.  GlUFFRA.  He  didn't  direct  you  to  use  any  other  underwriting 
firms  besides  the  Lasater  firm;  right? 

Mr.  Stout.  No. 

Mr.  GlUFFRA.  Is  that  correct? 

Mr.  STOUT.  Yes,  sir. 

Mr.  GlUFFRA.  Just  Lasater.  Am  I  right  that  the  call  from  Mr. 
Nash  came  about  30  minutes  before  an  HDA  Board  meeting? 

Mr.  Stout.  That's  correct. 

Mr.  GlUFFRA.  The  call  lasted  about  4  minutes;  is  that  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  Now  when  Mr.  Nash  called  you,  did  you  indicate 
to  anyone  who  was  present,  Mr.  Hardwicke,  that  Mr.  Hardwicke 
should  get  on  the  phone  because  this  was  an  important  call? 

Mr.  Stout.  I  asked  one  Board  member,  I  think  it  was  Mr. 
Hardwicke,  to  get  on  and  listen  to  the  conversation. 

Mr.  GlUFFRA.  And  you  wanted  him  to  listen  because  you  thought 
this  was  an  important  conversation.  Just  so  everyone  knows,  HDA 
was  the  housing  agency  for  the  State  of  Arkansas;  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  To  provide  mortgages  to  people  to  buy  homes;  is 
that  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  It  ultimately  was  replaced  by  ADFA,  the  Arkansas 
Development  Finance  Authority? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  That  had  a  broader  mandate  to  do  bond  underwrit- 
ings;  is  that  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  Mr.  Hardwicke  did  not  participate  in  the  conversa- 
tion, as  best  you  recall? 

Mr.  Stout.  That's  the  way  I  recall  it. 

Mr.  GlUFFRA.  He  just  listened  to  what  Mr.  Nash  was  saying. 

Now  prior  to  this  Nash  phone  call,  had  the  Lasater  firm  ever 
participated  in  an  HDA  bond  offering  as  an  underwriter? 

Mr.  Stout.  Not  to  my  knowledge. 

Mr.  GlUFFRA.  You  had  been  on  the  Board  for  3  years  before  that; 
is  that  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  Do  you  recall  anything  more  about  the  conversa 
tion  that  you  had  with  Mr.  Nash? 

Mr.  Stout.  No. 

Mr.  Giuffra.  After  the  conversation  was  concluded,  did  you  dis 
cuss  the  call  with  Mr.  Hardwicke? 

Mr.  Stout.  I  think  we  did,  the  best  I  recall. 
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Mr.  GlUFFRA.  Did  you  indicate  to  Mr.  Hardwicke  that  you  be- 
lieved it  was  wrong  for  the  Governor's  office  to  call  you  and  tell 
you,  the  HDA  Board  members,  how  to  run  the  Agency? 

Mr.  Stout.  I  don't  remember.  I  really  don't. 

Mr.  GlUFFRA.  You  understood  that  Mr.  Hardwicke  was  a  friend 
of  Governor  Clinton's;  right? 

Mr.  Stout.  He  was  an  appointee  of  Governor  Clinton. 

Mr.  GlUFFRA.  Did  he  indicate  to  you  that  he  thought  there  was 
anything  wrong  with  Mr.  Nash's  request? 

Mr.  Stout.  I  don't  remember. 

Mr.  GlUFFRA.  After  the  phone  call,  did  you  and  Mr.  Hardwicke 
make  a  decision  as  to  whether  he  should  speak  to  the  other  HDA 
Board  members  about  Mr.  Nash's  request  that  Lasater  get  15  per- 
cent of  the  business? 

Mr.  STOUT.  I  thought  that  Mort  talked  to  the  other  Board  mem- 
bers. I  don't  know.  It's  been  a  long  time  ago,  and  I've  had  a  stroke 
and  my  memory's  not  good. 

Mr.  GlUFFRA.  But  the  conversation  with  Mr.  Nash  is  clear  in 
your  mind;  right? 

Mr.  Stout.  Yes. 

Mr.  Giuffra.  You're  certain  that  conversation  happened? 

Mr.  Stout.  Absolutely. 

Mr.  GlUFFRA.  That  was  an  important  event  and  you  remember 
it,  even  though  it's  more  than  10  years  ago.  Now  after  the  con- 
versation with  Mr.  Nash,  am  I  correct  that  the  Lasater  firm  was 
included  as  an  underwriter  in  future  HDA  bond  offerings? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  So  they  were  made  part  of  the  team;  right?  After 
you  spoke  to  Mr.  Nash,  you  followed  Mr.  Nash's  directive;  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  In  effect,  what  had  happened  was  the  Governor's 
office  had  picked  one  of  the  underwriters  for  future  HDA  offerings; 
is  that  right? 

Mr.  Stout.  I  suppose. 

Mr.  GlUFFRA.  That's  what  happened,  wasn't  it,  not  the  normal 
procedure;  is  that  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  Normally  the  Board  picks  the  underwriters;  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  That  had  been  your  prior  experience  during  the 
time  you  had  been  an  HDA  Board  member? 

Mr.  Stout.  Yes,  sir. 

Mr.  GlUFFRA.  Let's  put  up  on  the  Elmo  the  February  17th  Board 
Minutes.  I  believe  you  testified  a  few  minutes  ago  that  the  call 
came  just  before  a  Board  meeting,  about  a  half  hour  before.  Was 
that  your  recollection? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  This  is  the  first  time  that  we  have  looked  back 
through  the  minutes  of  the  HDA.  There  was  a  Subcommittee  Meet- 
ing, and  I'll  just  read  it  into  the  record.  It  says,  quote: 

Chairman  Stout  called  the  meeting  to  order,  and  stated  that  the  purpose  of  the 
Ci    meeting  was  to  discuss  a  proposed  solution  to  the  problems  with  the  current  Single- 
Family  Bond  Program.  After  discussion,  it  was  determined  that  the  composition  and 
breakdown  of  underwriters  in  this  proposal  be  as  directed  below. 
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Then  it's  got  Dabbs  Sullivan,  G.K.  Baum,  Blyth  Eastman  Paine 
Webber,  they  get  60  percent  of  the  offering.  T.J.  Raney  gets  13V3rd 
percent;  Stephens  gets  LSVbrd  percent,  and  Collins,  Locke  & 
Lasater  get  13V3rd  percent.  So  right  after  this  conversation  with 
you  and  Mr.  Nash,  Lasater  gets  just  under  15  percent,  just  under 
what  Mr.  Nash  had  requested. 

Ms.  Chandler,  if  I  could  just  direct  some  questions  at  you.  You 
had  been  working  at  HDA  for  about  5  years  as  of  this  point? 

Ms.  Chandler.  Four. 

Mr.  Giuffra.  Prior  to  this  February  17th  meeting  at  which  they 
were  given  a  portion  of  the  single-family  bond  offering,  had  the 
Lasater  firm  ever  participated  in  an  HDA  offering  that  you  are 
aware  of? 

Ms.  Chandler.  Not  that  I'm  aware  of. 

Mr.  Giuffra.  The  single-family  bond  offering,  that  was  a  trou- 
bled bond  offering,  wasn't  it? 

Ms.  Chandler.  Yes,  it  was. 

Mr.  Giuffra.  There  had  been  sort  of  problems  with  regard  to  the 
financing? 

Ms.  Chandler.  It  was  actually  a  funding  of  a  previous  issue. 
There  was  no  problem  with  this  issue. 

Mr.  Giuffra.  The  prior  issue  there'd  been  a  problem? 

Ms.  Chandler.  We  were  refunding  a  portion  of  the  previous  sin- 
gle-family issue  that  we  had  not  been  able  to  get  out.  The  interest 
rates  had  dropped  close  to  the  interest  rate  on  this  issue,  and  I 
think  they're  about  $23  or  $24  million  still  left  out  of  I  think  a  $75 
million  or  $100  million  issue. 

Mr.  Giuffra.  Prior  to  the  inclusion  of  Lasater  in  this  deal,  had 
you  even  heard  of  the  Lasater  firm? 

Ms.  Chandler.  Not  that  I  recall. 

Mr.  GlUFFRA.  The  other  underwriters  are  all  underwriters  that 
you  were  aware  of;  right? 

Ms.  Chandler.  Yes.  T.J.  Raney  and  Stephens  had  participated 
in  every  issue  since  I  came  to  the  Board. 

Mr.  Giuffra.  They  were  considered  top-flight  underwriters  in 
Arkansas;  right? 

Ms.  Chandler.  I  would  think  so. 

Mr.  Giuffra.  Let's  put  up  the  April  12th  Board  Minutes  on  the 
Elmo.  The  first  bond  offering  you  were  focusing  on  was  the  single 
family.  Let's  turn  to  multiple  family  bond  offerings.  Ms.  Chandler, 
your  Agency  did  single-  and  then  multiple-family  bond  offerings, 
didn't  you? 

Ms.  Chandler.  That's  right. 

Mr.  Giuffra.  On  April  12th,  there  was  consideration  given  to  a 
new  multiple-family  bond  offering  proposal.  You  recall  that;  right? 

Ms.  Chandler.  Right. 

Mr.  Giuffra.  At  that  meeting,  the  Board  made  a  decision  that 
Merrill  Lynch,  a  New  York  firm,  would  be  the  lead  underwriter.  Do 
you  recall  that? 

Ms.  Chandler.  Yes,  I  do. 

Mr.  Giuffra.  That  would  be  the  normal  procedure,  to  get  a  big 
New  York  firm  to  be  the  lead  underwriter? 

Ms.  Chandler.  That's  correct. 
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Mr.  GiUFFRA.  Then  the  two  Arkansas  firms  that  were  selected 
were  Stephens  and  T.J.  Raney;  right? 

Ms.  Chandler.  Right. 

Mr.  GiUFFRA.  The  Rose  Law  Firm  was  the  bond  counsel;  right? 

Ms.  Chandler.  Right. 

Mr.  Giuffra.  Let's  turn  to  the  April  19th  meeting  which  would 
be  about  a  week  later.  Now  that  meeting,  Ms.  Chandler,  was  called 
in  order  to  approve  a  decision  that  had  been  made  on  February 
17th  with  regard  to  the  single-family  bond  offering;  right? 

Ms.  Chandler.  That's  correct. 

Mr.  GiUFFRA.  At  that  meeting,  something  somewhat  out  of  the 
ordinary  happened;  am  I  right? 

Ms.  Chandler.  Yes. 

Mr.  Giuffra.  What  was  it  that  happened? 

Ms.  Chandler.  At  the  end  of  the  Board  meeting,  one  of  the 
Board  members  recommended  adding  Collins,  Locke  &  Lasater  to 
the  single-family,  to  the  multifamily  account. 

Mr.  GiUFFRA.  So  what  was  happening  was  a  decision  was  being 
made  to  change  a  decision  that  had  been  made  the  previous  week 
to  just  limit  the  multifamily  to  Stephens  and  T.J.  Raney,  and  an- 
other firm,  the  Lasater  firm,  was  going  to  be  added.  Is  that  right? 

Ms.  Chandler.  That's  correct,  Collins,  Locke  &  Lasater. 

Mr.  GiUFFRA.  What  happened  was  Mr.  Hardwicke  made  a  re- 
quest for  further  business.  We  have  that  on  the  screen.  Then  Mr. 
Wright  made  a  motion  that  the  Lasater  firm  be  included  as  part 
of  the  underwriting  syndicate;  right?  And  were  you  very  surprised 
by  this  decision  to  include  the  Lasater  firm? 

Ms.  Chandler.  Yes.  It  had  not  happened  since  I  had  been  at  the 
Agency  to  add  an  additional  underwriter  after  the  issue  had  been 
approved. 

Mr.  GiUFFRA.  Of  course,  the  Board  had  already  acted  and  the 
deal  was  done. 

Ms.  Chandler.  Right. 

Mr.  GiUFFRA.  Prior  to  the  meeting,  you  were  the  Executive  Direc- 
tor; is  that  right? 

Ms.  Chandler.  I  was  either  the  Acting  Director  or  Executive  Di- 
rector at  the  time;  right. 

Mr.  GiUFFRA.  You  were  the  senior  staff  person  at  the  Agency? 

Ms.  Chandler.  Right. 

Mr.  Giuffra.  Were  you  aware  that  this  was  going  to  happen, 
that  there  would  be  a  motion  made  to  add  the  Lasater  firm  to  the 
multifamily  bond  offering? 

Ms.  Chandler.  No. 

Mr.  Giuffra.  This  came  as  a  surprise  to  you? 

Ms.  Chandler.  Yes. 

Mr.  Giuffra.  Were  you  concerned  about  this  decision  to  add  the 
Lasater  firm? 

Ms.  Chandler.  I  don't  know  that  I  was  concerned.  I  had  only 
been  the  Acting  Director  for  a  few  months.  It  had  not  happened  on 
previous  issues  that  I'd  been  involved  in.  I  don't  know  that  I  was 
surprised  that  it  hadn't  happened  before. 

Mr.  Giuffra.  But  it  had  never  happened  on  a  prior  issue  before; 
is  that  right? 

Ms.  Chandler.  Not  that  I'm  aware  of. 
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Mr.  Giuffra.  Following  the  inclusion  of  Lasater  on  the  team  of 
underwriters  for  the  multifamily  bond  offerings  of  HDA,  did  any- 
thing happen  with  regard  to  the  other  members  of  the  underwrit- 
ing syndicate? 

Ms.  Chandler.  Such  as? 

Mr.  Giuffra.  Did  the  Stephens  firm  send  you  a  letter?  Let's  put 
the  Stephens  letter  up  on  April  28th.  Mr.  Stout  actually  received 
the  letter  and  you  got  a  copy  of  this  letter;  right? 

Ms.  Chandler.  Yes,  I  did. 

Mr.  Giuffra.  This  was  a  letter  dated  April  28,  1983.  This  would 
be  9  days  after  the  meeting  in  which  Lasater  was  added  to  the  un- 
derwriting team.  It  was  from  a  man  named  Gene  Wilbourn.  Did 
you  know  Mr.  Wilbourn? 

Ms.  Chandler.  Yes,  I  did. 

Mr.  Giuffra.  He  was  a  Vice  President  at  Stephens? 

Ms.  Chandler.  Yes,  he  was. 

Mr.  GlUFFRA.  This  letter  is  cc'd  to  Governor  Clinton  on  the  sec- 
ond page.  Why  don't  I  just  read  the  third  paragraph  of  the  letter. 
The  first  paragraph,  Stephens  is  indicating  they  are  going  to  with- 
draw from  participating  in  this  multifamily  bond  offering;  right? 

Ms.  Chandler.  Right. 

Mr.  GlUFFRA.  You  recall  that,  don't  you? 

Ms.  Chandler.  Yes,  I  do. 

Mr.  Giuffra.  Mr.  Stout,  do  you  recall  getting  this  letter? 

Mr.  STOUT.  I  don't  recall  getting  it.  I  saw  it  yesterday. 

Mr.  Giuffra.  Do  you  recall  Stephens  wanting  to  leave  and  no 
longer  wanting  to  be  an  underwriter  for  this  particular  HDA  offer- 
ing; is  that  right? 

Mr.  Stout.  Right. 

Mr.  Giuffra.  The  letter  says: 

It  has  been  our  belief  that  the  chief  reasons  for  the  splendid  success  which  has 
been  enjoyed  by  the  Agency's  bond  offerings  in  the  marketplace  have  been:  (1)  con- 
servatively structured  programs;  (2)  competent  professional  staff;  and  (3)  a  strong, 
independent  board  of  directors  which  functioned  without  outside  interference  by  po- 
litical or  other  interests. 

Then  it  goes  on  to  say  in  the  fourth  paragraph: 

With  exception  of  the  most  recent  single-family  issue,  the  Agency  has  seen  fit  to 
select  only  those  underwriters  who  had  the  most  superior  combination  of  credentials 
which  would  benefit  the  Agency,  namely,  sufficient  capital  to  underwrite,  strong 
sales  capability,  in-house  technical  expertise,  and  the  ability  to  continue  to  make  a 
market  in  the  Agency's  securities  in  the  secondary  market. 

In  the  fifth  paragraph  of  the  letter,  Mr.  Wilbourn  goes  on  to  say, 
keeping  in  mind  these  criteria  of  the  prior  offerings,  Stephens 
agreed  to  participate  as  an  underwriter  and  responded  to  the  RFP. 
But  then  it  goes  on  to  say: 

In  the  meantime,  subsequent  to  our  selection,  the  Board  decided,  without  discus- 
sion, to  add  to  the  underwriting  group  a  firm  which  did  not  submit  a  proposal  under 
the  Agency  proposal  procedures  which  invited  individual  firm  proposals. 

Do  you  recall  that  Lasater  had  not  submitted  a  proposal? 

Ms.  Chandler.  Are  you  asking  me? 

Mr.  Giuffra.  Yes,  you,  Ms.  Chandler. 

Ms.  Chandler.  No.  I  think  they  did  submit  a  proposal. 

Mr.  Giuffra.  You  think  they  did  submit  a  proposal? 

Ms.  Chandler.  Yes,  I  do. 

Mr.  Giuffra.  He  says: 
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Although  it  is  certainly  Agency's  privilege  to  appoint  any  firm,  we  would  invite 
you  to  investigate  more  carefully  whether  the  added  company  meets  the  standards 
of  capital,  experience,  sales  capability,  staff  service  and  market  support  which  have 
been  the  preference  of  the  Board  in  all  previous  issues. 

Do  you  see  that? 

Ms.  Chandler.  Yes. 

Mr.  Giuffra.  Do  you  recall  taking  any  action  after  you  got  this 
letter? 

Ms.  Chandler.  I  took  no  action. 

Mr.  Giuffra.  Did  you  discuss  the  letter  with  any  members  of  the 
HDA  Board? 

Ms.  Chandler.  I'm  sure  I  discussed  it  with  Charlie  at  the  time. 

Mr.  Giuffra.  Mr.  Stout,  do  you  recall  discussing  it  with  anyone, 
the  fact  that  Stephens  had  decided  to  get  off  the  offering? 

Mr.  Stout.  No. 

Mr.  Giuffra.  Mr.  Hardwicke,  do  you  remember  this  letter  from 
Stephens? 

Mr.  Hardwicke.  Really,  I  don't. 

The  Chairman.  Could  you  pull  that  microphone  up  close  to  you, 
Mr.  Hardwicke,  so  that  we  can  hear  you. 

Mr.  Giuffra.  You  don't  recall  taking  any  action? 

Mr.  Hardwicke.  I  don't  recall  taking  any  action,  no. 

Mr.  Giuffra.  Mr.  Stout,  how  did  you  first  become  familiar  with 
a  man  named  Dan  Lasater,  from  reading  newspaper  accounts? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  From  reading  those  newspaper  accounts,  do  you  re- 
call learning  that  Mr.  Lasater  was  a  cocaine  user? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  Do  you  recall  reading  in  newspaper  accounts  that 
Mr.  Lasater  had  lent  $8,000  to  Roger  Clinton  to  help  him  pay  off 
some  drug  debts? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  Roger  Clinton  was  the  Governor's  brother;  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  Giuffra.  Were  you  on  the  HDA  Board  at  that  time? 

Mr.  Stout.  I'm  not  sure  whether  I  was  or  not. 

Mr.  Giuffra.  Did  you  recall,  while  you  were  a  member  of  the 
HDA  Board,  being  concerned  about  the  reputation  of  Mr.  Lasater? 

Mr.  Stout.  I  don't  think  I  was  concerned. 

Mr.  Giuffra.  Mr.  Epes,  you  were  the  President  of  ADFA  and  the 
Lasater  firm  did  some  underwriting  work  for  ADFA;  correct? 

Mr.  Epes.  Yes. 

Mr.  Giuffra.  Do  you  recall  seeing  some  news  accounts  of  cocaine 
use  by  Mr.  Lasater? 

Mr.  Epes.  I  recall  news  accounts  around  the  time  of  his  convic- 
tion or  when  he  pled  guilty  to  a  crime  of  distribution  of  cocaine  I 
believe  it  was. 

Mr.  Giuffra.  Do  you  recall  news  accounts  in  February  1985,  in 
which  Mr.  Roger  Clinton  testified  at  the  trial  of  a  man  named  Sam 
Anderson? 

Mr.  Epes.  No,  sir. 

Mr.  Giuffra.  Mr.  Stout,  when  Governor  Clinton  came  back  into 
office  in  1983,  after  defeating  Mr.  White,  did  the  Clinton  adminis- 
tration have  a  policy  in  place  that  the  State  had  to  use  a  greater 
number  of  underwriters? 
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Mr.  Stout.  Not  to  my  knowledge. 

Mr.  Giuffra.  Ms.  Chandler,  were  you  aware  of  such  a  policy? 

Ms.  Chandler.  I  don't  think  I  was  aware  of  a  policy,  but  I  know 
it  was  discussed  that  we  wanted  to  get  more  competitive  bidding 
so  we  were  going  to  be  possibly  using  other  firms. 

Mr.  GlUFFRA.  Now,  Mr.  Wright,  you  were  also  a  Board  member. 
Did  anyone  from  the  Governor's  office  ever  call  you  and  say  there 
was  a  policy  that  you  should  use  more  underwriters? 

Mr.  Wright.  No,  sir. 

Mr.  Giuffra.  Mr.  Chertoff. 

Mr.  Chertoff.  I  just  want  to  make  sure,  Ms.  Chandler,  because 
I  think  it's  really  extraordinary  what  you  just  said  a  moment  ago, 
that  the  policy,  as  you  understood  it,  was  to  have  more  competitive 
bidding.  Just  so  it's  clear,  on  this  last  set  of  transactions  involving 
this  particular  multifamily  bond  issue,  first  again  for  lay  people,  for 
a  firm  to  be  included  as  an  underwriter  is  a  big  benefit  to  the  firm 
because  the  firm  makes  money  off  of  participating  in  the  under- 
writing of  the  bonds;  right? 

Ms.  Chandler.  That's  correct. 

Mr.  Chertoff.  So  firms  want  to  be  part  of  that  underwriting 
group;  right? 

Ms.  Chandler.  Right. 

Mr.  Chertoff.  In  this  instance,  I  gather  from  the  minutes  of 
April  12th,  that  in  keeping  with  the  normal  policy,  there  had  been 
a  submission  of  proposals  to  the  Board,  they  had  been  discussed 
and  carefully  considered,  and  at  the  end  of  the  day's  meeting,  it 
was  decided  that  the  Board  or  the  Subcommittee  considering  it 
would  recommend  Merrill  Lynch  to  be  the  lead  underwriter,  then 
there  were  two  other  firms  to  be  included  in  the  group,  Stephens 
and  T.J.  Raney,  both  of  which  were  local  Arkansas  firms;  right? 

Ms.  Chandler.  Right. 

Mr.  Chertoff.  So  at  the  close  of  business  on  April  12th,  the  rec- 
ommendation of  the  Subcommittee  carefully  considering  this  in  the 
normal  way  was  to  have  Merrill  Lynch,  the  New  York  firm,  be  the 
lead  underwriter  and  then  to  have  two  local  firms,  Stephens  and 
Raney,  participate  in  the  syndicate? 

Ms.  Chandler.  Right. 

Mr.  Chertoff.  A  week  later,  all  of  a  sudden,  without  regard  to 
this  proposal  that  had  been  made,  kind  of  at  the  last  minute,  Mr. 
Wright  makes  a  motion  that  Collins,  Locke  &  Lasater  be  added  to 
the  underwriting  team;  right? 

Ms.  Chandler.  Right. 

Mr.  Chertoff.  That  means  now  they  get  cut  in  on  the  benefit 
of  participating  in  the  issue;  right? 

Ms.  Chandler.  Right. 

Mr.  Chertoff.  That  circumvents  the  normal  process,  you  know, 
and  the  careful  debate  that  had  taken  place  the  week  before;  right? 

Ms.  Chandler.  Right. 

Mr.  Chertoff.  I  take  it  that,  both  in  your  experience  before  and 
since,  you  are  not  aware  of  any  other  circumstance  where,  at  the 
last  minute,  after  the  recommending  committee  had  made  up  a  list 
of  participants,  someone  all  of  a  sudden  threw  another  name  into 
the  mix? 

Ms.  Chandler.  I'm  not  aware  of  that. 
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Mr.  Chertoff.  That's  the  only  time  it  happened? 

Ms.  Chandler.  That  I'm  aware  of,  yes. 

Mr.  Chertoff.  Lest  we  wonder  about  the  reason  for  this  lucky, 
big  stroke  of  luck  for  the  Collins,  Locke  &  Lasater  firm,  we  turn 
to  you,  Mr.  Stout.  And  we  learn  that  earlier  in  the  same  year, 
1983,  you  had  had  a  conversation  with  Mr.  Nash  in  which  Mr. 
Nash  told  you  that  he,  and  I  presume  speaking  on  behalf  of  the 
Governor's  office,  wanted  to  give  Collins,  Locke  &  Lasater  15  per- 
cent of  these  deals  going  forward. 

Mr.  Stout.  Yes,  sir. 

Mr.  Chertoff.  So  the  message  came  from  the  Governor's  office 
in  the  person  of  Mr.  Nash  and  the  message  was  evidently  listened 
to,  Ms.  Chandler,  because  we  have  immediately  thereafter  a  15 
percent  participating  by  Collins,  Locke  &  Lasater  in  a  single-family 
housing  deal;  right? 

Ms.  Chandler.  Right. 

Mr.  Chertoff.  Then  when  the  multifamily  housing  deal  is  rec- 
ommended without  Collins,  Locke  &  Lasater  participation,  Collins, 
Locke  &  Lasater  are  added  at  the  last  moment;  right? 

Ms.  Chandler.  Right. 

Mr.  Chertoff.  Which  is  highly  unusual? 

Ms.  Chandler.  It  had  not  happened  since  I  had  been  with  the 
Agency. 

Mr.  Chertoff.  Again,  just  to  put  it  in  perspective,  lest  there  be 
some  question  about  the  necessity  of  adding  Collins,  Locke  & 
Lasater  to  have  local  participation,  in  these  other  deals,  Stephens 
and  T.J.  Raney  were  local  firms;  right? 

Ms.  Chandler.  Right. 

Mr.  Chertoff.  So  before  Collins,  Locke  &  Lasater  was  added  at 
the  last  moment  on  this  multifamily  housing  bond  issue,  the  Board 
had  already  carefully  considered  and  approved  local  firm  participa- 
tion in  this  matter;  right? 

Ms.  Chandler.  Right. 

Mr.  Chertoff.  So  the  addition  of  Collins,  Locke  &  Lasater  was 
not  necessary  in  order  to  put  locals  in  the  deal  because  you  already 
had  local  firms  in  the  deal? 

Ms.  Chandler.  That's  right. 

Mr.  Chertoff.  In  fact,  after  Collins,  Locke  &  Lasater  was  voted 
in  at  the  last  minute,  Stephens  got  so  annoyed  that  they  withdrew; 
is  that  correct? 

Ms.  Chandler.  That's  correct. 

Mr.  Chertoff.  Have  you  had  that  experience  before,  where  one 
of  the  participants  in  the  deal  was  so  annoyed  by  a  breach  of  the 
normal  process  that  they  actually  withdrew  from  the  deal? 

Ms.  Chandler.  No. 

Mr.  Chertoff.  So  that  was  highly  unusual  too;  right? 

Ms.  Chandler.  It  hadn't  happened  since  I  was  with  the  Agency. 

The  Chairman.  Could  I  just  touch  on  something?  Mr.  Wright,  ob- 
viously at  this  April  meeting,  after  the  initial  selection  process,  we 
have  minutes  which  indicate  that  you  made  the  motion  to  add  this 
firm,  Collins,  Locke  &  Lasater;  is  that  correct? 

Mr.  Wright.  That's  what  it  says  in  the  minutes,  sir.  Yes,  sir,  I 
suppose  that's  correct. 

The  Chairman.  You  did  make  that  motion? 
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Mr.  Wright.  Yes. 

The  Chairman.  Why  did  you  do  that?  And  can  you  pull  that 
microphone  up  to  you? 

Mr.  Wright.  I  think  some  of  the  conversation  among  the  Board 
members,  I  also  was  on  that  Subcommittee  that  selected  the  under- 
writers. 

The  Chairman.  Did  anybody  call  you? 

Mr.  Wright.  Pardon? 

The  Chairman.  Did  anybody  call  you? 

Mr.  Wright.  No.  Are  you  talking  about  did  Mr.  Nash  call  me? 

The  Chairman.  Yes. 

Mr.  Wright.  No,  sir. 

The  Chairman.  Did  anybody  speak  to  you? 

Mr.  Wright.  We  had  conversation  among  the  Board  members. 

The  Chairman.  The  week  before  you  had  made  a  selection;  right? 

Mr.  Wright.  Right.  We  made  a  recommendation.  The  Sub- 
committee made  a  recommendation. 

The  Chairman.  You  were  on  that  Subcommittee? 

Mr.  Wright.  Yes,  sir. 

The  Chairman.  You  had  recommended  three  bond  underwriters, 
two  locals  and  the  lead  Merrill  Lynch;  is  that  right? 

Mr.  Wright.  That's  correct. 

The  Chairman.  Now  you  didn't  talk  to  the  professional,  the  full- 
time  employee,  Ms.  Chandler,  did  you?  She  says  you  didn't  talk  to 
her  about 

Mr.  Wright.  Didn't  talk  to  her  about? 

The  Chairman.  About  adding  this  new  company  that  you  had 
just  added  Collins,  Locke  &  Lasater.  You  made  the  motion. 

Mr.  Wright.  I  don't  remember  the  specific  conversations  and 
with  who  as  far  as  the  Board  members,  but  I  think  it  was  several 
Board  members.  Our  thinking  was  to  add  more  local  firms  to  bond 
issues. 

The  Chairman.  This  is  just  dropped  out  of  the  blue?  I  mean,  you 
have  a  meeting  a  week  before;  right? 

Mr.  Wright.  That's  correct. 

The  Chairman.  A  week  before,  you  had  selected  your  three  un- 
derwriters; is  that  correct? 

Mr.  Wright.  Our  senior  underwriter  and  two  locals. 

The  Chairman.  So  now  that  selection  was  made? 

Mr.  Wright.  That's  correct. 

The  Chairman.  So  the  following  week;  right,  Lasater  had  lost  the 
week  before? 

Mr.  Wright.  Yes,  sir. 

The  Chairman.  Right? 

Mr.  Wright.  Yes,  sir. 

The  Chairman.  And  just  out  of  the  blue,  you  made  a  motion  to 
add  Collins,  Locke  &  Lasater? 

Mr.  Wright.  Like  I  said,  sir,  there  was  conversations  among  the 
Board  members  that  we  thought  we  needed  to  add  some  more  local 
firms  to  bond  issues. 

The  Chairman.  Who  did  you  have  your  conversation  with? 

Mr.  Wright.  I  would  assume  that  it  was  all  the  Board. 

The  Chairman.  Ms.  Chandler,  she's  the  Executive  Director  of  the 
Agency.  You  didn't  consult  with  her? 
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Mr.  Wright.  No,  sir. 

The  Chairman.  You  didn't  even  tell  her  you  were  thinking  of 
adding  somebody  else? 

Mr.  Wright.  I  don't  think  that  I  probably  had  to,  sir. 

The  Chairman.  You  just  made  the  motion? 

Mr.  Wright.  Yes,  sir. 

The  Chairman.  Did  you  discuss  it  with  Mr.  Stout  before? 

Mr.  Wright.  I'm  sure  that  that  conversation  with  Mr.  Stout  and 
Mr.  Hardwicke  and  the  rest  of  the  Board  members. 

The  Chairman.  Mr.  Stout,  were  you  aware  that  they  were  just 
going  to  move  this? 

Mr.  Stout.  I  was  in  Europe  at  the  time. 

The  Chairman.  Pardon  me? 

Mr.  Stout.  I  was  in  Europe  at  the  time. 

The  Chairman.  So  you  didn't  discuss  it  with  Mr.  Stout? 

Mr.  Wright.  I  don't  know  that  I  did. 

The  Chairman.  Did  anybody  in  the  Governor's  office  call  you? 

Mr.  Wright.  No,  sir. 

The  Chairman.  You  didn't  discuss  it  with  him.  He  says  he  was 
in  Europe. 

Mr.  Wright.  Nobody  from  the  Governor's  office  called  me,  sir. 

The  Chairman.  So  you  just  dreamt  this  up? 

Mr.  Wright.  No,  sir.  I  don't  remember  the  specifics  but  what  I'm 
saying  is  that  the  Board  members  had  obviously  discussed  this.  I 
made  the  motion  and  the  motion  passed  unanimously. 

The  Chairman.  Who  decided  that  you  would  make  the  motion? 

Mr.  Wright.  It  was  among  the  Board  members. 

The  Chairman.  Among  the  Board  members? 

Mr.  Wright.  Yes,  sir.  I  mean,  and  there  again,  I  don't  remember 
specifically  but  the  Governor's  office  or  Bob  Nash  did  not  call  me 
and  ask  me  to  do  this. 

The  Chairman.  You've  heard  the  testimony  for  the  past  half  hour 
now,  huh? 

Mr.  Wright.  Yes,  sir. 

The  Chairman.  Put  yourself  up  here.  What  would  you  think  hap- 
pened? You're  us.  How  does  it  sound? 

Mr.  Wright.  I  don't  know  when  the  conversation  with  Mr.  Stout 
and  Mr.  Nash  happened. 

The  Chairman.  February  17th,  the  month  before  he  gets  this  call 
from  Mr.  Nash.  Mr.  Hardwicke,  you  got  on  the  phone;  right?  Mr. 
Stout  called  you  and  he  said,  listen  to  this.  He's  very  specific  over 
here,  very  specific  when  he  says  he  asked  you  to  get  on  the  phone 
because  he  was  shocked.  You  were  friends;  right?  So  he  asked  you 
to  listen  in.  Do  you  remember  listening? 

Mr.  Hardwicke.  I  don't  recall  listening. 

The  Chairman.  You're  not  going  to  doubt  Mr.  Stout? 

Mr.  Hardwicke.  I  don't  doubt  his  words,  no.  But  I  don't  recall 
the  incident  you're  talking  about. 

The  Chairman.  But  he'd  have  no  reason  to  make  that  story  up. 

Mr.  Hardwicke.  No. 

The  Chairman.  So  if  he  tells  you  that  he  remembers  that  he  was 
so  shocked  he  called  and  said,  listen  to  this,  you  believe  him? 

Mr.  Hardwicke.  I  think  he  said  he  asked  some  Board  member 
to  get  on  the  other  phone. 
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The  Chairman.  Specifically  you. 
Mr.  Hardwicke.  And  I  don't  recall  it. 
The  Chairman.  What's  your  first  name,  Charlie? 
Mr.  Hardwicke.  Mort. 

The  Chairman.  He  said  Mort,  get  on  here,  Mort.  He  wouldn't 
make  that  up,  would  he? 
Mr.  Hardwicke.  No,  sir,  I  don't  think  he  would. 
The  Chairman.  My  time  is  almost  over.  Here  at  page  15  he  says: 

Answer:  Yes,  sir.  He  called  over  there  about  30  minutes  before  a  Board  meeting, 
and  I  had  to  go  in  and  tell  the  rest  of  the  Board  members  what  happened. 

Question:  Who  were  the  other  Board  members  at  the  time? 

Answer:  Well,  let's  see.  Mort  Hardwicke.  I  put  Mort  Hardwicke  on  the  line  when 
he  called  over  there  and  let  Mort  listen  to  him.  Tommy  Edwards,  George  Wright, 
Betty  Walker,  and  Mahlon  Martin. 

Question:  OK,  you  were  in  the  office  when  he  called. 

Answer:  I  was  in  the  office  of  the  Arkansas  Housing  Development  Agency  about 
30  minutes  before  the  scheduled  time  of  the  regular  Board  meeting  to  pass  on  the 
underwriters. 

Question:  And  Mr.  Hardwicke  was  in  the  room  with  you? 

Answer:  Yeah.  I  think  I  told  Mort  to  pick  up  the  phone  and  hear  this,  because 
it  really  surprised  me  when  Bob  called  over. 

Question:  And  did  Mr.  Hardwicke  pick  up  the  other  phone? 

Answer:  I  think  he  did.  Don't  quote  me  on  this,  but  as  I  remember,  I  think  he 
did. 

Question:  But  unfortunately,  Mr.  Stout,  because  this  is  a  deposition,  you're  being 
sworn. 

See  he  wants  to  be  a  good  guy.  He  didn't  want  to  throw  you  in 
and  it's  not  easy. 

We  do  quote  you.  So  if  you  could  just  give  me  the  best  recollection  that  you  have. 

Answer:  The  best  recollection  I  have  is  that  I  had  asked  him  to  pick  up  the  phone 
and  he  did. 

Question:  Did  he  participate  in  the  conversation? 

Answer:  No,  I  think  he  just  listened. 

Question:  OK.  Now  when  you  told  Mr.  Nash  that  it  wasn't  right  to  do  this,  what 
reaction  did  he  have? 

Answer:  He  said,  well,  that's  the  way  we  want  it  anyway. 

Mr.  Stout  wouldn't  have  any  reason  to  just  throw  you  in,  being 
an  honorable  person? 

Mr.  Hardwicke.  No. 

The  Chairman.  Mr.  Wright,  you  made  this  recommendation.  You 
had  a  discussion.  What  prompted  the  discussion?  You  had  already 
picked  the  underwriters  the  week  before. 

Mr.  WRIGHT.  Maybe  that  conversation  could  have.  I  don't  know. 
That's  what  you're  leading  to.  I  think  that  prompted  the  discussion 
from  what  it  sounds  like,  that's  what  prompted  the  discussion. 

The  Chairman.  You  heard  that  the  Governor's  office  had  called? 

Mr.  Wright.  I  don't  recall  hearing  that  Bob  Nash  called  over 
here  and  said  do  this. 

The  Chairman.  But  you'd  heard  about  this  call.  Did  you  hear 
something  about  the  fact  that  the  Governor's  office  wanted  some 
other  participation,  Lasater  in  particular? 

Mr.  Wright.  I  don't  recall  that  specifically. 

The  Chairman.  That  could  have  been,  huh? 

Mr.  Wright.  I  suppose  it  could. 

The  Chairman.  You  wouldn't  have  just  picked  them  out  of  the 
air,  you  see.  That's  the  thing. 

Mr.  Wright.  Without  the  discussion  of  the  Board  members. 
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The  Chairman.  You  just  wouldn't  have  picked  them  out  unless 
there  was  some  reason;  right? 

Mr.  Wright.  Unless  the  majority  of  the  Board  members  felt  like 
that  was  the  thing  to  do. 

The  Chairman.  I'll  stop  at  this  point  and  we'll  proceed. 

Senator  Murkowski. 

OPENING  COMMENTS  OF  SENATOR  FRANK  H.  MURKOWSKI 

Senator  Murkowski.  Mr.  Chairman,  I  wonder  just  as  a  follow- 
up,  was  Mr.  Stout  at  that  Board  meeting  when  this  was  discussed, 
or  was  he  in  Europe? 

The  Chairman.  He  was  in  Europe  at  the  time  that  this  name 
was  added.  Is  that  right,  Mr.  Stout? 

Mr.  Stout.  Yes,  I  was  on  vacation. 

Senator  MURKOWSKI.  You  were  part  and  party  in  the  deposition 
when  you  acknowledge,  and  I  quote,  "I  didn't  consider  it  a  choice. 
He  made  a  suggestion" — talking  about  Nash — "and  I  usually  go 
along  with  suggestions  when  it's  made  in  the  Governor's  office." 

Mr.  Stout.  Yes,  sir. 

Senator  Murkowski.  That's  your  statement? 

Mr.  Stout.  Yes,  sir. 

Senator  Murkowski.  So  this  was  before,  this  conversation  took 
place  before  you  went  to  Europe? 

Mr.  Stout.  Yes,  sir.  I  don't  really  remember. 

Senator  Murkowski.  Sir,  you  know  you  had  an  opportunity  to 
discuss  this  with  the  other  Board  members  prior  to  your  departure 
for  Europe? 

Mr.  Stout.  Yes,  sir.  Either  me  or  Mr.  Hardwicke  did.  I  don't  re- 
member the  exact  date  that  Bob  Nash  called  me. 

Senator  MURKOWSKI.  But  it's  conceivable  then,  Mr.  Wright,  that 
this  information  came  in  from  the  Governor's  office  through  Mr. 
Stout  and  was  brought  to  your  attention  in  the  general  discussion 
and  that  was  the  rationale  under  which  the  selection  of  the  addi- 
tional underwriter  was  made? 

Mr.  Wright.  I  guess  so,  sir. 

Senator  Murkowski.  So  that  may  have  been  the  manner  in 
which  this  information — but  you  have  no  recollection  of  how  or 
what  motivated  you  to  make  that  motion  to  include  the  other  un- 
derwriter? 

Mr.  Wright.  The  only  thing  that  I  vaguely  remember  about  it  is 
the  Board  members  discussed  adding  other  local  underwriters  to 
the  deal. 

Senator  Murkowski.  There's  no  minutes  to  that  meeting? 

Mr.  Wright.  No,  sir. 

Senator  Murkowski.  Why? 

Mr.  Wright.  I  would  imagine  that  was  done  prior  to  a  Board 
meeting.  I'm  not  for  sure. 

Senator  Murkowski.  I  thought  you  said  it  was  done  at  a  Board 
meeting? 

Mr.  Wright.  That's  when  I  made  the  motion. 

Senator  Murkowski.  In  other  words,  it  would  have  been  dis- 
cussed, you  think,  prior  to  a  Board  meeting  in  an  informal  discus- 
sion? You  just  don't  recall  whether  or  not  there  was  a  directive 
down  from  the  Governor's  office  through  Mr.  Stout  from  Mr.  Nash 


2670 

that  you  had  better  do  this  or  else  you're  going  to  fall  out  of  favor 
with  the  Governor's  office? 

Mr.  Wright.  That's  correct.  I  don't  recall  it  being  a  directive. 

Senator  Murkowski.  That  certainly  seems  to  be  the  conclusion 
I  would  come  to. 

The  Chairman.  Thank  you,  Senator. 

Senator  Sarbanes. 

Senator  Sarbanes.  I'm  going  to  yield  here,  but  let  me  be  clear. 
We  are  mixing  two  meetings  up  here,  correct?  Ms.  Chandler? 

Ms.  Chandler.  Sounds  like  it.  It  sounds  like  we  are. 

The  Chairman.  There  are  two  meetings,  no  doubt  about  that. 

Senator  Sarbanes.  I  don't  think  we're  being  very  clear  about  it. 

The  Chairman.  Mr.  Stout  first  got  a  call  in  February. 

Senator  Sarbanes.  I'll  develop  it,  Mr.  Chairman. 

The  Chairman.  As  I  recall,  turn  that  light  off  because  that  cer- 
tainly shouldn't  be  on  their  time. 

Mr.  Stout,  you  first  got  a  call  before  a  Board  meeting,  that's  the 
one  from  Mr.  Nash.  You  were  surprised.  You'd  never  gotten  this. 
You  turned  to  your  friend,  Mort.  Mort,  listen  to  this.  This  wasn't 
a  pleasant  experience,  was  it? 

Mr.  Stout.  No. 

The  Chairman.  You  even  raised  the  question  of  the  propriety  of 
this.  This  had  never  taken  place  before;  is  that  right? 

Mr.  Stout.  Yes. 

The  Chairman.  You  remember  with  specificity  that  Nash  said 
that  they  wanted  15  percent.  You  didn't  just  drag  that  number  out 
someplace;  is  that  right? 

Mr.  Stout.  Yes. 

The  Chairman.  Thereafter,  at  another  Board  meeting,  after  the 
award  had  been  made  with  respect  to  the  housing,  the  three  bro- 
kers, the  lead  broker  being  Merrill  Lynch,  at  a  subsequent  meeting, 
Ms.  Chandler,  without  it  being  on  the  agenda,  you  were  not  ad- 
vised that  there  would  be  a  motion  to  add  another  underwriter  to 
that  selection,  were  you? 

Ms.  Chandler.  No,  I  wasn't. 

The  Chairman.  Heretofore  that  had  never  taken  place;  correct? 

Ms.  Chandler.  Not  to  my  knowledge. 

The  Chairman.  Did  it  ever  take  place  while  you  were  at  the 
Agency  thereafter,  the  same  kind  of  thing,  after  a  selection  had 
been  made,  without  notice,  somebody  made  a  motion  to  add  an- 
other underwriter? 

Ms.  Chandler.  This  is  the  last  issue  that  I  was  involved  in  be- 
fore I  left  the  Agency. 

The  Chairman.  Senator  Sarbanes,  thank  you  for  your  patience. 

Senator  Sarbanes.  Mr.  Stout,  when  did  you  go  on  the  Board? 

Mr.  Stout.  1980. 

Senator  Sarbanes.  Was  that  by  Gubernatorial  appointment? 

Mr.  Stout.  Yes,  sir. 

Senator  Sarbanes.  Who  made  that  appointment? 

Mr.  Stout.  Governor  Frank  White. 

Senator  Sarbanes.  Was  it  for  a  fixed  term  of  office? 

Mr.  Stout.  Yes,  sir. 

Senator  Sarbanes.  How  long  was  that? 

Mr.  Stout.  Five  years. 
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Senator  Sarbanes.  Five  years.  How  long  did  this  conversation, 
by  your  account,  that  you  said  you  had  with  Mr.  Nash  take  place? 
How  long  did  it  last? 

Mr.  STOUT.  Approximately  4  minutes. 

Senator  Sarbanes.  Now,  Mr.  Hardwicke,  you  do  not  remember 
this  conversation? 

Mr.  Hardwicke.  I  don't  recall.  I  don't  doubt  Mr.  Stout's  word  but 
I  do  not  recall  listening  to  Mr.  Nash  telling  the  Board  that  Lasater 
should  get  15  percent. 

Senator  Sarbanes.  When  did  you  put  Mr.  Hardwicke  on  the 
phone,  by  your  account? 

Mr.  Stout.  After  Bob  and  I  talked  a  few  minutes  and  he  related 
this  to  me,  I  asked  Mort  to  pick  up  the  phone  to  hear  this.  I  asked 
him  to  repeat  it. 

Senator  SARBANES.  Was  that  the  extent  then  of  the  conversation? 

Mr.  Stout.  I  don't  recall.  I  don't  know  whether  we  discussed  any- 
thing else  or  not. 

Senator  Sarbanes.  So  you  heard  this  from  Nash,  then  you  said 
to  Mr.  Hardwicke,  get  on  the  phone.  Then  you  said  to  Nash,  repeat 
what  you  said.  Is  that  it?  Is  that  what  happened? 

Mr.  Stout.  Yes,  sir. 

Senator  SARBANES.  Did  you  then  recount  this  occurrence  to  the 
members  of  the  Board? 

Mr.  Stout.  I  don't  think  I  did. 

Senator  Sarbanes.  You  didn't  say  anything  to  any  of  the  other 
members? 

Mr.  STOUT.  I  don't  think  I  did.  I  left  that  up  to  Mort. 

Senator  Sarbanes.  Why  did  you  do  that? 

Mr.  Stout.  I  don't  know. 

Senator  Sarbanes.  Did  you  tell  Mort  you  didn't  think  this  was 
right? 

Mr.  Stout.  Yes,  I  did. 

Senator  Sarbanes.  Did  you  tell  the  other  Board  members  that? 

Mr.  Stout.  I  don't  remember. 

Senator  Sarbanes.  You  didn't  think  it  was  right.  Is  that  correct? 

Mr.  Stout.  No,  I  didn't. 

Senator  Sarbanes.  But  you  didn't  take  any  action  to  act  on  your 
beliefs  that  it  wasn't  right? 

Mr.  Stout.  No,  I  didn't. 

Senator  Sarbanes.  Then  what  happened  at  the  Board  meeting? 

Mr.  Stout.  I  think  we  selected  Lasater. 

Senator  Sarbanes.  Did  you  participate  in  that  selection? 

Mr.  Stout.  I'm  sure  I  did. 

Senator  Sarbanes.  Did  you  approve  it? 

Mr.  Stout.  I  was  Chairman.  I  took  the  motions.  And  it  was  voted 
on.  I  didn't  vote. 

Senator  Sarbanes.  And  as  Chairman,  you  didn't  feel  any  respon- 
sibility to  indicate  to  the  Board  members  you  didn't  think  this  was 
the  right  thing  to  do? 

Mr.  Stout.  No,  I  didn't. 

Senator  Sarbanes.  Now  have  you  recounted  this  to  anyone  else? 

Mr.  Stout.  Yes,  sir.  I  related  this  to  Frank  White  and  Fallon 
Conway. 
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Senator  Sarbanes.  Who  is  Fallon  Conway  and  why  did  you  tell 
him  that? 

Mr.  Stout.  I  was  out  at  his  house  at  a  dinner  at  Frank  White's 
to  tell  him  that. 

Senator  Sarbanes.  What  was  Frank  White's  position  at  the 
time? 

Mr.  Stout.  I  think  he  was  with  Commercial  National  Bank.  I 
don't  really  know. 

Senator  SARBANES.  Was  he  with  Stephens  &  Company? 

Mr.  Stout.  I  don't  remember,  I  really  don't. 

Senator  Sarbanes.  Do  you  remember  when  this  was? 

Mr.  Stout.  In  1983, 1  think. 

Senator  Sarbanes.  Did  Mr.  White  subsequently  run  against  Gov- 
ernor Clinton? 

Mr.  STOUT.  I  think  he  did. 

Senator  Sarbanes.  When  was  that? 

Mr.  STOUT.  Maybe  1984.  I  don't  really  remember. 

Senator  Sarbanes.  Did  this  issue  come  up  in  that  campaign? 

Mr.  Stout.  No. 

Senator  Sarbanes.  I'm  told  that  it  was  in  1986. 

Mr.  Stout.  I  don't  really  remember. 

Senator  Sarbanes.  But  you  had  this  conversation  with  him 
ahead  of  that,  I  take  it,  from  what  you're  telling  me? 

Mr.  Stout.  Yes. 

Senator  Sarbanes.  I  yield  to  Mr.  Kravitz. 

Mr.  Kravitz.  Thank  you,  Senator  Sarbanes. 

Now,  Mr.  Stout,  actually  information  available  to  this  Committee 
indicates  that  in  1986,  when  Frank  White  ran  against  Governor 
Clinton  again,  actually  former  Governor  White  did  raise  alleged 
irregularities  in  bond  underwriting  contracts  relating  to  Lasater  & 
Company  as  a  campaign  issue.  Do  you  have  any  recollection  as  to 
whether  or  not,  at  that  time  in  1986,  Mr.  White  contacted  you  and 
said,  Mr.  Stout,  can  you  remind  me  again  what  you  told  me  back 
in  1983? 

Mr.  STOUT.  I  don't  recall.  1986  is  the  year  I  had  my  stroke. 

Mr.  Kravitz.  So  you  recall  this  one  conversation  in  1983  with 
Mr.  White,  and  then  no  further  conversations  with  Mr.  White? 

Sir,  you  have  to  answer  for  the  reporter. 

Mr.  Stout.  No,  I  really  don't. 

Mr.  Kravitz.  And  you  have  no  recollection  of  the  issue  of  Lasater 
&  Company's  bond  underwriting  contracts  with  the  State  arising 
during  the  1986  Gubernatorial  Campaign? 

Mr.  Stout.  No,  I  don't. 

Mr.  Kravitz.  Other  than  your  one  conversation  with  former  Gov- 
ernor White  in  1983,  and  your  conversation  that  you  told  us  about 
just  a  moment  ago  with  another  man  in  Conway,  I  take  it  that's 
Conway,  Arkansas? 

Mr.  Stout.  Yes,  sir. 

Mr.  Kravitz.  That  your  home  town? 

Mr.  Stout.  Yes,  sir. 

Mr.  KRAVITZ.  Other  than  those  two  conversations,  have  you  spo- 
ken with  anyone  about  this  telephone  conversation  you  say  you  had 
with  Mr.  Nash  back  in  1983  until  the  time  you  gave  your  deposi- 
tion before  this  Committee  last  evening? 
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Mr.  Stout.  I  don't  recall  that  I  did. 

Senator  Sarbanes.  Since  1983  until  last  night,  you  didn't  speak 
to  anyone  else  about  this? 

Mr.  Stout.  Not  that  I  recall. 

Mr.  Kravitz.  You  indicated — well,  let  me  back  up  for  a  moment. 
When  Senator  Sarbanes  was  asking  you  questions,  you  indicated 
that  you  were  appointed  to  the  Housing  Development  Authority 
Board  in  1980;  is  that  correct? 

Mr.  Stout.  Yes,  sir. 

Mr.  Kravitz.  That  was  for  a  5-year  fixed  term? 

Mr.  Stout.  Yes,  sir. 

Mr.  Kravitz.  Does  the  Governor's  office  or  the  Governor  himself 
have  the  authority  under  Arkansas  law  to  direct  the  Housing  Au- 
thority to  give  a  certain  bond  contract  or  a  certain  percentage  of 
bond  contracts  to  a  particular  firm? 

Mr.  Stout.  I  have  no  idea. 

Mr.  Kravitz.  Did  you  understand  that  the  Housing  Authority 
was  an  independent  agency? 

Mr.  Stout.  Yes,  sir. 

Mr.  Kravitz.  You  certainly  understood  that  you  served  for  a 
fixed  term  and  could  not  be  fired  by  the  Governor.  Is  that  right? 

Mr.  Stout.  I  don't  know  that  that's  true  but  I  suppose  it  was. 

Mr.  Kravitz.  Ms.  Chandler,  do  you  know  the  answer  to  that? 

Ms.  Chandler.  I  don't  know  the  answer  to  that. 

Mr.  Kravitz.  Mr.  Epes. 

Mr.  Epes.  I  think  we  serve  at  the  Governor's  pleasure. 

Mr.  Kravitz.  Do  you  know  the  answer  to  that,  Mr.  Epes? 

Mr.  Epes.  Yes.  The  Board  members  are  appointed  for  a  term. 
The  Executive  Director  of  the  Agency  served  at  the  will  of  the  Gov- 
ernor once  the  Board  hired  them. 

Mr.  Kravitz.  So  Mr.  Stout,  as  a  member  of  the  Board,  could  not 
be  fired  by  the  Governor;  is  that  correct? 

Mr.  Epes.  Yes. 

Mr.  Kravitz.  Mr.  Stout,  I  assume  you  would  agree  this  all  hap- 
pened a  long  time  ago,  13  years  ago? 

Mr.  Stout.  Yes,  sir. 

Mr.  Kravitz.  I  certainly  don't  mean  to  embarrass  you  but  I  think 
you  already  mentioned  that  you  have  yourself  had  a  stroke  since 
that  time  in  1986? 

Mr.  Stout.  Yes,  sir. 

Senator  Sarbanes.  The  reason  he  says  you  have  to  answer,  Mr. 
Stout,  is  that  the  reporter  can't  pick  up  the  nods.  You  have  to  say. 

Mr.  Stout.  I  understand. 

Mr.  Kravitz.  I  appreciate  that,  Senator. 

Is  it  fair  to  say,  Mr.  Stout,  that  you  don't  recall  the  exact  words 
that  you  or  Mr.  Nash  may  or  may  not  have  said  during  that  con- 
versation that  you  now  recall  having  with  him  back  in  1983? 

Mr.  Stout.  No,  I  really  don't. 

Mr.  Kravitz.  Just  to  be  clear,  and  I  think  you  mentioned  this  in 
your  deposition  last  night.  Your  memory  of  this  conversation  with 
Mr.  Nash  was  that  Mr.  Nash  simply  made  a  suggestion  to  you  as 
to  what  he  thought  the  Board  should  do  in  relation  to  Lasater  & 
Company.  Is  that  correct? 

Mr.  Stout.  That's  correct. 
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Mr.  Kravitz.  This  was  in  the  nature  of  a  suggestion  rather  than 
a  directive  on  the  part  of  Mr.  Nash? 

Mr.  Stout.  That's  correct,  yes,  sir. 

Mr.  Kravitz.  So  in  other  words,  regardless  of  the  fact  that  you 
can't  remember  the  exact  words,  you're  perfectly  clear  that  this  was 
a  suggestion,  not  a  directive? 

Mr.  Stout.  I  think  that's  correct. 

Mr.  Kravitz.  Just  to  build  on  that  point,  we  now  have  had  the 
opportunity  to  receive  Mr.  Nash's  testimony  here  at  these  hearings 
twice  and  form  our  own  opinions  of  his  personality.  But  you  told 
us  that  you  knew  Mr.  Nash.  Is  that  correct? 

Mr.  Stout.  Yes,  sir,  knew  him  well. 

Mr.  Kravitz.  What  was  he  like?  Was  he  a  forceful  man?  Was  he 
a  quiet  man?  Gentle? 

Mr.  Stout.  He  was  easygoing,  not  a  demanding  man. 

Mr.  Kravitz.  Not  a  demanding  man.  Did  you  perceive,  during 
this  conversation  that  you  remember  having  with  Mr.  Nash,  that 
you  were  being  threatened  in  any  way? 

Mr.  Stout.  No,  sir. 

Mr.  Kravitz.  Did  you  perceive  that  something  would  happen  to 
you  if,  for  example,  you  did  not  vote  to  include  Lasater  &  Company 
in  a  particular  percentage  of  the  Board's  bonds? 

Mr.  Stout.  No,  sir. 

Mr.  Kravitz.  You  understood  that  this  was  still  a  decision  to  be 
made  by  the  independent  members  of  this  independent  board;  is 
that  correct? 

Mr.  Stout.  Yes,  sir. 

Mr.  Kravitz.  Just  to  be  clear,  didn't  you  testify  to  this  last  night? 
I  believe  during  this  conversation  you  recall  having  with  Mr.  Nash, 
there  was  no  mention  of  Governor  Clinton's  name,  was  there? 

Mr.  Stout.  No,  sir. 

Mr.  Kravitz.  It  was  Mr.  Nash  calling  you,  as  you  recall  it? 

Mr.  Stout.  Yes,  sir. 

Mr.  Kravitz.  Just  one  more  question  on  the  point  of  your  mem- 
ory. Do  you  recall  telling  a  member  of  the  staff  of  this  Committee 
within  the  past  several  days,  over  the  telephone — well,  let  me  back 
up.  Did  you  speak  with  a  member  of  the  staff  of  this  Committee 
to  set  up  your  deposition  for  last  night? 

Mr.  Stout.  Yes,  I  did. 

Mr.  Kravitz.  When  was  that? 

Mr.  STOUT.  Monday  afternoon,  I  think. 

Mr.  Kravitz.  It  was  Monday  afternoon  of  this  week,  2  days  ago? 

Mr.  Stout.  Yes. 

Mr.  Kravitz.  And  was  that  Mr.  O'Callaghan  of  the  Majority  staff 
that  you  spoke  with? 

Mr.  Stout.  Yes,  it  was. 

Mr.  Kravitz.  Now  during  that  conversation,  you  agreed  with  Mr. 
O'Callaghan  that  your  deposition  would  be  taken  by  telephone  last 
night? 

Mr.  Stout.  Yes,  sir. 

Mr.  Kravitz.  That's  what  happened  last  night,  Tuesday  night? 

Mr.  Stout.  Yes,  sir. 

Mr.  Kravitz.  During  your  conversation  with  Mr.  O'Callaghan  on 
Monday  afternoon,  did  you  tell  Mr.  O'Callaghan  that  your  recollec- 
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tion  of  your  conversation  with  Mr.  Nash  was  that  he  asked  you  or 
suggested  to  you  that  Lasater  &  Company  should  be  given  30  per- 
cent, not  15  percent  but  30  percent  of  the  Housing  Authority's  bond 
business? 

Mr.  Stout.  I  don't  think  so.  I  don't  recall  even  talking  about  it. 

Mr.  Kravitz.  Now,  Mr.  Hardwicke,  if  I  could  ask  you  a  few  ques- 
tions. I  know  Senator  Sarbanes  already  touched  on  this.  You  have 
absolutely  no  recollection  of  being  brought  into  a  telephone  con- 
versation between  Mr.  Stout  and  Mr.  Nash.  Is  that  correct? 

Mr.  Hardwicke.  Mr.  Stout  stated  that  some  Board  member  got 
on  the  phone  and  thought  it  might  have  been  me.  I  don't  recollect 
it  but  it's  possible  that  I  did.  I'm  not  saying  that  I  didn't,  but  I 
have  no  recollection  of  talking  to  Bob  Nash  of  the  Governor's  office. 

Mr.  Kravitz.  I  just  want  to  read  to  you  an  excerpt  from  your 
deposition  before  the  Committee  because  I  think  it  corroborates  the 
testimony  that  you  just  gave.  And  I  just  want  to  ask  you  if  it  re- 
freshes your  memory  any  further.  This  is  at  page  44  of  your  deposi- 
tion before  this  Committee.  You  were  asked: 

Question:  Did  the  Governor's  office  ever  identify  a  specific  firm  that  they  wanted 
to  see  get  a  certain  amount  of  the  underwriting  business? 
Answer:  No,  sir,  not  to  me. 
Question:  Do  you  know  if  they  did  to  anybody? 
Answer:  Not  that  I  know  anything  about. 
Question:  So  you  never  heard  that? 
Answer:  I  never  heard  it,  no. 

Was  that  your  testimony  at  your  deposition  on  page  44? 

Mr.  Hardwicke.  That's  what  it  says,  yes. 

Mr.  Kravitz.  So  would  you  agree  that  your  testimony  is  certainly 
inconsistent  with  the  notion  that  you  were  put  on  the  telephone  to 
listen  to  the  conversation  that  Mr.  Stout  has  testified  having  had 
with  Mr.  Nash? 

Mr.  Hardwicke.  Will  you  state  that  question  again? 

Mr.  Kravitz.  I'll  try  to  do  it  a  little  bit  better.  Let  me  just  actu- 
ally sum  it  up  this  way.  You  have  no  recollection  not  only  of  hear- 
ing the  conversation  between  Mr.  Stout  and  Mr.  Nash  but  you  have 
no  recollection  of  ever  hearing  that  anyone  in  the  Governor's  office 
sought  to  influence  the  awarding  of  the  Housing  Authority's  bonds. 
Is  that  correct? 

Mr.  Hardwicke.  After  Bill  Clinton  was  re-elected  for  the  second 
time,  I  had  an  appointment  with  him.  I  said,  what  are  you  going 
to  do  about  Stephens.  And  he  said,  "Well,  Jack  was  against  me, 
Whit  was  for  me.  Give  them  a  fair  shake."  That  was  the  end  of  the 
conversation. 

Mr.  Kravitz.  So  your  only  knowledge  of  the  view  of  Governor 
Clinton  after  1983  regarding  the  awarding  of  bond  contracts  was 
that  Stephens,  Inc.  should  get  its  fair  share  even  though  it  had  op- 
posed Governor  Clinton? 

Mr.  Hardwicke.  He  said,  "Whit  was  for  me,  Jack  was  against 
me."  And  they  fought  him  pretty  hard,  the  Stephens  group.  Whit 
was  kind  of  out  of  it  back  then.  I  don't  mean  out  of  it.  He  was  still 
the  top  dog  but  he  was  getting  older. 

Mr.  Kravitz.  Governor  Clinton  told  you  that  both  firms  should 
get  their  fair  share? 

Mr.  Hardwicke.  That's  right.  "Give  them  a  fair  shake,"  he  said. 

Mr.  Kravitz.  Mr.  Feuer. 
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Mr.  Feuer.  Why  don't  we  pursue  this  issue  of  whether  or  not  the 
Stephens  firm  got  a  fair  shake?  In  fact,  whether  all  the  local  under- 
writing firms  in  Arkansas  got  a  fair  shake.  Let's  take  a  look  at  the 
Housing  Agency  Board  Minutes  of  February  17,  1983.  I  think  you 
all  have  those  down  there  at  the  table. 

Mr.  Stout,  you  recall  that  Mr.  Nash  called  you  shortly  before  a 
Board  meeting? 

Mr.  Stout.  Yes,  sir. 

Mr.  FEUER.  The  Board  meeting  was  to  decide  which  underwriters 
would  participate  in  the  Housing  Agency's  single-family  bonds? 

Mr.  Stout.  Yes,  sir. 

Mr.  Feuer.  Is  it  your  recollection  that  after  that  phone  call,  that 
you  or  Mr.  Hardwicke  conveyed  what  Mr.  Nash  had  told  you  to  the 
other  members  of  the  Board? 

Mr.  Stout.  I  think  so,  I'm  not  sure. 

Mr.  Feuer.  Do  you  recall  that  the  Board  then  voted  to  include 
the  Lasater  firm  as  one  of  the  Agency's  underwriters? 

Mr.  Stout.  I  think  that's  correct. 

Mr.  Feuer.  Mr.  Stout,  I'd  like  to  direct  your  attention  to  page  4 
of  these  Board  Minutes  of  February  17th.  At  the  top  of  the  page 
there,  the  paragraph  that  carries  over  from  page  3,  the  first  sen- 
tence that  begins  on  page  4  reads: 

After  allowing  time  for  questions  and  discussion,  Chairman  Stout  recommended 
that  the  Board  allow  the  Housing  Subcommittee  to  have  final  approval  of  the  com- 
position and  breakdown  of  underwriters  in  the  proposal. 

Do  you  recall  that?  Do  you  recall  recommending  to  the  Board  to 
allow  a  Subcommittee  to  decide  which  underwriters  would  partici- 
pate in  the  single-family  bonds? 

Mr.  Stout.  I  really  don't. 

Mr.  Feuer.  You  were  Chairman  of  the  Housing  Agency  at  that 
time;  is  that  right? 

Mr.  Stout.  Yes,  sir. 

Mr.  Feuer.  As  Chairman  of  the  Agency,  you  signed  the  copies  of 
the  Agency's  Board  Minutes;  is  that  right?  That's  your  signature  on 
page  5? 

Mr.  Stout.  Yes,  sir;  right  before  the  following  meeting. 

Mr.  FEUER.  You  have  no  reason  to  think  that  the  minutes  aren't 
accurate  when  they  report  what  happened  at  the  Board  meeting? 

Mr.  Stout.  No. 

Mr.  Feuer.  You  should  have  there  minutes  of  another  meeting 
that  same  day,  a  1-page  document,  and  it  reads  at  the  top,  Minutes 
Arkansas  Housing  Development  Agency  Subcommittee  Meeting. 

The  second  paragraph  there  reads: 

Chairman  Stout  called  the  meeting  to  order  and  stated  that  the  purpose  of  the 
meeting  was  to  discuss  a  proposed  solution  to  the  problems  with  the  current  Single- 
Family  Bond  Program.  After  discussion,  it  was  determined  that  the  composition  and 
breakdown  of  underwriters  in  this  proposal  be  as  directed  below.  Dabbs  Sullivan, 
Division  of  G.K.  Baum  Company  and  Blyth  Eastman  Paine  Webber — 60  percent. 
T.J.  Raney  &  Sons,  Stephens,  Inc.,  Collins,  Locke  &  Lasater  Inc. — 40  percent 
(13V3rd  percent  each). 

Mr.  Stout,  do  you  remember  this? 

Mr.  Stout.  Not  really.  I  really  don't. 

Mr.  Feuer.  You  do  not  recall  chairing  a  Subcommittee  that  se- 
lected the  underwriters  that  would  participate  in  the  Agency's  sin- 
gle-family bonds? 
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Mr.  Stout.  No,  I  don't. 

Mr.  Feuer.  In  the  first  paragraph  on  that  page,  the  second  sen- 
tence reads:  "The  Subcommittee  consisted  of  Chairman  Charles 
Stout,  Vice  Chairman  Mort  Hardwicke,  and  Fred  Dacus."  Who  is 
Fred  Dacus? 

Mr.  Stout.  He  was  a  realtor  from  Jonesboro,  Arkansas. 

Mr.  Feuer.  He  was  a  member  of  the  Housing  Agency  Board? 

Mr.  Stout.  Yes,  sir. 

Mr.  Feuer.  Who  appointed  him  to  the  Board? 

Mr.  STOUT.  I  believe  Governor  White  did. 

Mr.  Feuer.  So  the  Subcommittee  that  selected  the  underwriters 
for  the  Agency's  single-family  bonds  in  February  1983,  which  in- 
cluded the  Lasater  firm  for  the  first  time,  was  composed  of  two  ap- 
pointees of  Governor  White  and  one  appointee  of  Governor  Clinton. 
Is  that  correct? 

Mr.  Stout.  It  looks  that  way. 

Mr.  Feuer.  Ms.  Chandler,  do  you  recall  that  the  Agency  was  ex- 
periencing problems  with  the  single-family  bonds  that  had  been  un- 
derwritten previously  at  that  time? 

Ms.  Chandler.  Yes,  we  were. 

Mr.  Feuer.  Who  had  been  the  underwriter  of  those  bonds? 

Ms.  Chandler.  E.F.  Hutton  was  the  lead  and  Stephens,  Inc.  and 
T.J.  Raney  were  the  locals. 

Mr.  FEUER.  Did  Mr.  Sullivan  of  the  G.K.  Baum  Company  and 
Paine  Webber  together  come  up  with  a  proposal  to  restructure 
those  bonds  that  had  already  been  issued? 

Ms.  Chandler.  Yes,  they  did. 

Mr.  Feuer.  Is  that  why  the  G.K.  Baum  Company  and  the  Paine 
Webber  firm  were  chosen  as  lead  underwriters  for  the  restructured 
single-family  bonds? 

Ms.  Chandler.  That's  correct. 

Mr.  Feuer.  Were  the  T.J.  Raney  &  Sons,  Stephens,  Inc.  and  the 
Lasater  firm  included  as  local  underwriters  or  co-managers  for  that 
issue? 

Ms.  Chandler.  Yes,  they  were. 

Mr.  Feuer.  These  minutes  state  that  these  three  local  firms — 
Raney,  Stephens,  Inc.,  and  the  Lasater  firm  shared  equally  in  this 
issue.  They  each  got  the  same  share  of  those  bonds.  Is  that  right? 

Ms.  Chandler.  That's  correct. 

Mr.  Feuer.  Do  you  have  any  reason  to  think  that  the  Lasater 
firm  received  any  larger  share  than  is  reflected  in  these  minutes? 

Ms.  Chandler.  No. 

Mr.  Feuer.  Do  you  have  any  reason  to  think  they  had  a  special 
deal  that  was  different  from  the  underwriters? 

Ms.  Chandler.  No. 

Mr.  Feuer.  Do  you  have  any  reason  to  think  that  they  didn't 
have  to  find  purchasers  for  the  bonds  that  they  were  allocated  the 
same  as  the  other  underwriters  did? 

Ms.  Chandler.  No. 

Mr.  Feuer.  What  about  the  other  members  of  the  panel?  Is  any- 
one aware  of  the  Lasater  firm  receiving  a  larger  share  than  the 
other  local  firms? 

Mr.  Wright.  No,  sir. 
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Mr.  Feuer.  As  far  as  the  members  of  the  panel  are  aware,  these 
minutes  are  correct  and  the  Lasater  firm  received  the  same  share 
as  the  other  local  firms,  the  Raney  firm  and  the  Stephens  firm?  Is 
that  right? 

Voices.  Yes,  sir. 

Mr.  Feuer.  You  should  also  have  down  at  the  table  the  minutes 
of  an  August  31,  1983  meeting  of  the  Housing  Agency  Board. 

Ms.  Chandler.  Excuse  me,  August  what? 

Mr.  Feuer.  August  31st.  The  sixth  paragraph  reads: 

Mr.  George  Wright,  Chairman  of  the  Review  &  Recommendation  Subcommittee, 
handed  Chairman  Stout  the  following  recommendations  and  fee  percentages. 

This  is  for  a  subsequent  issue  of  single-family  bonds,  I  believe. 

The  following  recommendations  and  fee  percentages: 

Senior  Underwriters  are  Blyth  Eastman  Paine  Webber — 25  percent.  Co-Senior  are 
the  First  Boston  Corporation — 20  percent;  and  Prudential-Bache  Securities — 15  per- 
cent. Co-Managers  are  Collins,  Locke  &  Lasater — 10  percent;  Dabbs  Sullivan,  Divi- 
sion of  George  K.  Baum  &  Company,  10  percent;  T.J.  Raney  &  Sons,  Inc. — 10  per- 
cent; and  Stephens,  Inc. — 10  percent.  Chairman  Stout  called  for  a  motion  to  accept 
the  Subcommittee  recommendations.  Mr.  Tommy  Edwards  made  such  a  motion;  Mr. 
James  Branyan  seconded;  and  the  Board  approved. 

Mr.  Stout,  you  remember  this? 

Mr.  Stout.  No. 

Mr.  FEUER.  Mr.  Wright,  do  you  have  any  reason  to  believe  that 
the  minutes  are  incorrect  and  that  the  Lasater  firm  received  some 
larger  share  of  the  bonds  that  were  being  underwritten? 

Mr.  Wright.  No,  sir,  I  believe  this  is  correct. 

Mr.  Feuer.  It  is  your  recollection  that  all  the  local  firms  in  Ar- 
kansas shared  equally  when  it  came  to  underwriting  Housing 
Agency's  bonds? 

Mr.  Wright.  I  believe  that's  correct,  sir. 

Mr.  Feuer.  Mr.  Hardwicke,  you  were  on  the  Housing  Agency 
Board  in  1983.  Did  you  think  at  that  time  it  would  be  a  good  idea 
for  the  Housing  Agency  to  use  a  greater  number  of  underwriters, 
more  underwriters? 

Mr.  Hardwicke.  That's  always  been  my  feeling  that  the  more 
participation  of  local  underwriters,  the  better  off  we  would  be,  yes. 

Mr.  Feuer.  Why  did  you  have  that  belief?  Why  did  you  think 
you  would  be  better  off? 

Mr.  Hardwicke.  I  figured  they  could  make  some  money  out  of 
it  and  spend  it  in  Arkansas. 

Mr.  Feuer.  Mr.  Wright,  do  you  remember  Board  members  dis- 
cussing at  that  time  that  the  Agency  should  use  more  local  under- 
writers? 

Mr.  Wright.  Yes,  sir,  I  do. 

Mr.  Feuer.  Why  did  you  think  it  would  be  a  good  idea  for  the 
Board  to  use  more  local  underwriters? 

Mr.  Wright.  We  thought  it  was  a  good  idea  to  include  more  local 
underwriters  or  as  many  as  we  could  on  the  issues  to  kind  of 
spread  the  business  around. 

Mr.  Feuer.  Ms.  Chandler,  do  you  recall  the  Housing  Agency 
Board  members  discussing  using  a  greater  number  of  underwriters 
for  the  Agency's  bond  offering? 

Ms.  Chandler.  Yes,  I  do. 

Mr.  Feuer.  What  were  those  discussions? 
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Ms.  Chandler.  Just  that  the  bidding  would  be  more  competitive 
if  we  included  other  bond  underwriters. 

Mr.  FEUER.  Did  you  think  it  would  be  a  good  idea  for  the  Agency 
to  use  more  bond  underwriters? 

Ms.  Chandler.  Yes. 

Mr.  FEUER.  Why  was  that? 

Ms.  Chandler.  The  same  reason.  We'd  had  the  same  local  un- 
derwriters for  3  years  and  the  same  elite  underwriter  for  4  years. 
If  underwriters  know  that  they  are  going  to  get  the  next  bond  issue 
that  we  decide  to  sell,  then  how  competitive  are  they  going  to  be. 
So  if  you  include  other  underwriting  firms,  you  get  lower  bids. 

Mr.  Feuer.  Which  were  the  lead  underwriters  and  the  other  un- 
derwriters that  the  Agency  had  been  using  for  4  years? 

Ms.  CHANDLER.  E.F.  Hutton,  Stephens,  Inc.,  and  T.J.  Raney. 

Mr.  Feuer.  Mr.  Epes,  you  joined  the  Housing  Agency  as  Execu- 
tive Director  in  1983;  is  that  right? 

Mr.  Epes.  Yes,  sir. 

Mr.  Feuer.  Is  it  your  impression  that  in  the  course  of  1983,  the 
Housing  Agency  began  to  use  a  greater  number  of  underwriters? 

Mr.  Epes.  It's  more  than  an  impression,  it's  a  fact,  yes,  sir. 

Mr.  Feuer.  Why  was  that? 

Mr.  Epes.  Whenever  I  began  my  appointment  on  there,  everyone 
I  talked  to  about  the  interest  that  they  had  and  the  involvement 
of  underwriters  was  that  they  felt  that  we  needed  to  involve  as 
many  underwriters  as  possible  because  we  would  get  better  ideas 
and  better  pricing  on  bonds  and  better  ideas  about  new  structures 
of  bonds  and  keep  up  with  what's  going  on  in  the  marketplace. 

Mr.  Feuer.  You  served  at  the  Housing  Agency  until  it  became 
the  Development  Finance  Authority  in  1985;  is  that  right? 

Mr.  Epes.  Yes,  sir.  And  then  continued  on  through  1988,  yes,  sir. 

Mr.  Feuer.  Through  1988.  Did  the  Development  Finance  Author- 
ity continue  to  use  a  greater  number  of  underwriters  in  their  bond 
offerings? 

Mr.  Epes.  Yes,  sir,  we  did. 

Mr.  FEUER.  Was  the  Lasater  firm  the  only  underwriter  that  the 
Agency  added  to  its  list  of  underwriters  after  1983? 

Mr.  Epes.  No.  There  were  occasions  when  we  added  co-managers 
for  various  reasons  throughout  that  period  of  time.  We  normally 
did  not  select  a  senior  manager  in  that  manner,  but  for  co-man- 
agers, it  was  not  a  big  deal  basically  because  they  were  not  the 
ones  that  did  most  of  the  work  on  the  financing.  The  main  exper- 
tise we  asked  them  to  have  was  the  ability  to  market  the  bonds  it- 
self, and  not  help  us  structure  and  work  up  the  financing  and  do 
all  of  the  work  in  preparation  of  issuing  bonds. 

Mr.  Feuer.  Our  time  is  up,  Mr.  Chairman. 

The  Chairman.  Senator  Murkowski. 

Senator  Murkowski.  Thank  you,  Mr.  Chairman. 

I  am  going  to  refer  back  to  something  that  we  have  gone  over  to 
some  extent  that  I  think  needs  further  evaluation. 

Mr.  Stout,  relative  to  your  deposition  where  you  said  this  was 
when  Mr.  Nash  called  you  to  tell  you  to  include  Lasater  in  the  un- 
derwriting group,  and  you  said  it  was  the  first  time  he  ever  called 
you  that  day  that  you  recall,  I  gather  that's  correct? 

Mr.  Stout.  Yes,  sir,  I  think  that's  correct. 
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Senator  Murkowski.  So  it  had  a  lasting  impression,  obviously, 
and  the  question  was  asked,  "Was  it  your  impression  that  this  was 
a  pretty  important  message?"  And  you  said,  "Yes."  Then  the  ques- 
tion was  asked,  "That's  why  you  and  the  other  Board  members  de- 
cided to  put  Lasater  &  Company  in  underwriting  groups  with  the 
AHDA  bond  yields;  is  that  right?"  You  answered,  'Yes,  sir." 

Now,  Mr.  Feuer  was  saying  that  you  weren't  threatened  or  that 
you  weren't  forced  into  putting  anything  in  including  Lasater's  firm 
in  underwritings,  but  that  was  the  practical  effect  of  Mr.  Nash's  re- 
quest. And  when  you  were  asked,  "Did  you  really  have  a  choice?" 
You  responded,  "I  didn't  consider  it  a  choice.  He  made  a  suggestion, 
and  I  usually  go  by  suggestions  when  it's  in  the  Governor's  office." 
From  that,  I  would  assume  that  your  interpretation  was  that  Mr. 
Nash  had  the  authority  to  deliver  that  message  from  the  Gov- 
ernor's office? 

Mr.  Stout.  Yes,  sir. 

Senator  Murkowski.  And  you  assumed  that  was  the  message  of 
course  Mr.  Nash  was  carrying  from  the  Governor  since  it  was  in 
the  name  of  the  Governor's  office? 

Mr.  Stout.  Yes,  sir. 

Senator  Murkowski.  There  was  no  doubt  about  that? 

Mr.  Stout.  No. 

Senator  MURKOWSKI.  The  next  question  was,  "So  when  the  Gov- 
ernor's office  says  do  something,  you  do  it;  is  that  right?"  And  your 
response  was,  "Yes,  sir." 

Mr.  Stout.  Yes,  sir. 

Senator  MURKOWSKI.  You  indicated  here  in  my  presence  that  you 
felt  uncomfortable  about  that  kind  of  process  but  nevertheless  you 
were  aware  that  it  was  a  direct  message  and  it  should  be  carried 
out;  otherwise  there  would  be  consequences  or  the  implication  of 
that.  Is  that  correct? 

Mr.  Stout.  Yes,  sir. 

Senator  Murkowski.  I  am  a  little  concerned  with  the  fact  that, 
at  some  point  in  time,  you  shared  that  information  with  Mort 
Hardwicke  and  he  was  on  the  same  call  with  you,  or  he  was  asked 
to  listen  to  this.  Is  that  correct? 

Mr.  Stout.  Yes,  that's  what  I  recall.  I  think  it  was  Mort. 

Senator  Murkowski.  You  think  it  was  Mort.  He  was  there  with 
you,  or  your  recollection  is  that  he  was  there  with  you? 

Mr.  Stout.  Yes,  sir. 

Senator  Murkowski.  This  was  when  the  call  came  in? 

Mr.  Stout.  Yes,  sir. 

Senator  Murkowski.  In  listening,  did  you  have  a  phone,  did  you 
press  a  button? 

Mr.  Stout.  Yes,  sir. 

Senator  Murkowski.  So  you  had  a  conference  call.  Was  anybody 
else  present  at  that  time  or  just  the  two  of  you? 

Mr.  Stout.  I  don't  recall  anybody  else  being  present. 

Senator  Murkowski.  No  secretary  or  anyone  else? 

Mr.  Stout.  No. 

Senator  Murkowski.  Did  you  converse  after  the  conclusion,  after 
Mort  Hardwicke  allegedly  listened  to  the  call,  after  you  were  com- 
pleted, did  you  discuss  it? 

Mr.  Stout.  I  don't  really  recall. 
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Senator  Murkowski.  You  don't  recall.  Now  this  was  a  pretty  sig- 
nificant call. 

Mr.  Stout.  Yes,  sir. 

Senator  Murkowski.  It  was  in  effect  an  order  from  the  Governor. 
There's  no  question  about  the  intent  of  Mr.  Nash's  message.  It  was 
take  care  of  this.  I  find  it  extraordinary  that  Mort  Hardwicke 
wouldn't  remember  or  have  any  recollection.  It  might  have  oc- 
curred, Mr.  Hardwicke,  but  you  don't  know? 

Mr.  Hardwicke.  No,  I  don't  recollect  it.  But  you're  talking  about 
14  years  ago. 

Senator  MURKOWSKI.  Well,  yes,  but  it's  pretty  significant.  We 
have  one  witness  who  recalls  sharing  a  call  with  you  and  I  gather 
you  have  no  recollection? 

Mr.  Hardwicke.  I  have  no  recollection  of  it. 

Senator  Murkowski.  Yet  this  was  discussed  at  some  point  in 
time  among  the  Board  members  because  this  somehow  resulted  in 
Mr.  Wright  suggesting  or  initiating  by  a  process  of  introducing  an 
additional  underwriter  in  the  form  of  a  motion  to  the  Board.  Cor- 
rect, Mr.  Wright?  Basically  along  those  lines  you  saw  fit  to  do  this? 

Mr.  Wright.  Yes,  sir. 

Senator  Murkowski.  You  didn't  do  it  on  your  own  volition? 

Mr.  Wright.  I  didn't  just  pull  that  out  of  the  blue  sky.  There  had 
been  some  discussion  about  adding  more  underwriters.  I  made  the 
motion  and  the  Board  voted  to  pass  that. 

Senator  MURKOWSKI.  But  you  don't  recall  any  minutes  of  a  Board 
meeting  where  it  was  discussed? 

Mr.  Wright.  No,  sir,  I  do  not. 

Senator  MURKOWSKI.  We  have  one,  two,  three,  four  members  of 
the  Board,  five  members  of  the  Board  here  with  us,  four  former 
members,  whatever,  three? 

You  didn't  keep  minutes  of  your  discussion  before  a  formal  ac- 
tion? Did  somebody  propose  or  the  discussion  suggested  that?  Or 
that  there  was  a  communication  from  the  Governor's  office  suggest- 
ing we  add  another  underwriter? 

Mr.  Wright.  I  don't  recall  any. 

Senator  Murkowski.  I  would  like  to  get  back,  Mr.  Wright,  to 
your  explanation  of  just  how  you  came  up  with  this  motion  because 
it  sounds  to  me  like  there's  some  effort  here  to  not  try  and  remem- 
ber a  process  that  ordinarily  is  done  by  committee  action,  and  it 
was  initiated  by  you.  One  member,  I  believe,  you  were  what,  out 
of  the  country  at  the  time  of  that  meeting,  Mr.  Stout? 

Mr.  Stout.  Yes,  sir. 

Senator  Murkowski.  So  you  remember  clearly  you  were  out  of 
the  country.  Mort  Hardwicke  you  were  there? 

Mr.  Hardwicke.  Probably  yes. 

Senator  Murkowski.  You  don't  recall  a  Board  meeting  either? 

Mr.  Hardwicke.  No,  I  don't  recall  it. 

Senator  Murkowski.  But  you  recall  Mr.  Wright,  vividly,  intro- 
ducing this  motion? 

Mr.  Wright.  I  recall  it  by  looking  at  these  minutes.  It  says  that 
I  made  the  motion.  I  remember  there  was  some  discussion  about 
adding  more  local  underwriters  to  all  our  issues.  I  did  make  the 
motion.  I  mean,  it's  in  the  record. 
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Senator  MURKOWSKI.  According  to  Mr.  Stout's  deposition,  pages 
30  and  31,  Mr.  Hardwicke  casually  discussed  Mr.  Nash's  request 
with  each  Board  member.  Is  that  right? 

Mr.  Hardwicke.  Repeat  that  question. 

Senator  MURKOWSKI.  According  to  Mr.  Stout's  deposition,  Mr. 
Hardwicke  casually  discussed  Mr.  Nash's  request  with  each  Board 
member.  Is  that  right? 

Mr.  Hardwicke.  I  don't  recall  that. 

Senator  MURKOWSKI.  You  don't  recall  that.  I  find  it  hard  to  be- 
lieve that  you  don't  remember  anything  but  I  suppose  those  things 
can  happen. 

Explain  for  me,  Mr.  Stout,  the  reaction  that  you  had  when  you 
received  the  letter  from  Stephens  indicating  their  withdrawal  of 
their  willingness  to  underwrite?  That  must  have  sent  a  few  waves 
through  the  Board  and  I  noted  that  all  the  Board  members  were 
copied,  including  Linda  Trent  and  a  copy  went  to  then-Governor 
Bill  Clinton.  When  an  underwriter  drops  off  an  underwriting,  and 
puts  in  the  letter,  with  outside  interferences  by  political  and  other 
interests  as  one  of  their  concerns  over  the  actions  contemplated  by 
the  Arkansas  Board,  that  also  suggests  you  investigate  more  care- 
fully whether  the  added  company  meets  the  standards  of  capital 
and  experience. 

Then  in  the  last  paragraph,  it  says,  "With  reluctance,  we  are 
withdrawing  from  this  issue.  Hopefully,  this  action  will  not  pre- 
clude us" — and  so  forth.  That's  a  pretty  strong  message  to  a  Board 
expressing  concern,  and  you  have  lost  an  underwriter  here.  What 
was  the  attitude  of  the  Board  relative  to  this?  Was  there  dis- 
appointment? Was  there  any  action?  Was  it  shared  that  we  ought 
to  consider  the  recommendations  of  this  firm,  Stephens,  Inc.,  one 
of  the  bigger,  better,  and  larger  firms?  Mr.  Stout,  do  you  have  any 
reflection  on  what  kind  of  waves  this  sent  to  the  Board  when  it 
came  through? 

Mr.  STOUT.  I  don't  distinctly  remember  getting  this  letter.  I  re- 
member it  surprised  me,  and  I  think  we  discussed  it  with  Linda, 
didn't  we? 

Ms.  Chandler.  Yes. 

Senator  MURKOWSKI.  I  wonder,  Ms.  Chandler,  what  was  the  re- 
action? You  said  you  discussed  it.  Maybe  you  and  Mr.  Stout  can  ex- 
plain what  your  discussion  covered. 

Ms.  Chandler.  I  knew  that  the  letter  was  coming  and  I  called 
Mr.  Stout  and  told  him  that  that  was  what  Stephens  was  planning 
to  do. 

Senator  MURKOWSKI.  Why  did  you  know  it  was  coming? 

Ms.  Chandler.  I  was  told  by  a  representative  from  Stephens. 

Senator  MURKOWSKI.  Ms.  Chandler,  did  you  communicate  that  to 
any  other  member? 

Ms.  Chandler.  No,  I  did  not.  I  called  Charlie  Stout  and  no  one 
else. 

Senator  MURKOWSKI.  Mr.  Hardwicke. 

Ms.  Chandler.  No,  I  did  not. 

Senator  Murkowskl  Did  you  communicate  that  information,  Mr. 
Stout,  with  any  other  members  of  the  Board? 

Mr.  Stout.  Not  to  my  knowledge. 

Senator  MURKOWSKI.  Any  explanation  as  to  why  you  wouldn't? 
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Mr.  Stout.  I  think  I  met  with  Gene  Wilbourn  over  this  letter 
and  we  discussed  it. 

Senator  Murkowski.  Ms.  Chandler,  you  felt  your  action  was  ade- 
quate in  just  mentioning  it  to  Mr.  Stout? 

Ms.  Chandler.  I  didn't  just  mention  it  to  him.  I  called  him  and 
told  him. 

Senator  Murkowski.  Do  you  recall  calling  or  talking  to  any  other 
members? 

Ms.  Chandler.  I  did  not. 

Senator  Murkowski.  You  have  no  recollection  of  that? 

Ms.  Chandler.  I  did  not  talk  to  any  other  members.  I  talked  to 
Charles  Stout  as  the  the  Chairman  and  that's  all. 

Senator  Murkowski.  Isn't  it  in  the  ordinary  course  of  events  that 
something  of  this  sort  would  come  to  the  attention  of  all  the  Board 
since  all  the  Board  were  copied  by  this  letter? 

Ms.  Chandler.  Ask  that  again,  please. 

Senator  Murkowski.  Wouldn't  it  be  anticipated  that  the  other 
Board  members  would  be  advised  or  that  this  would  be  a  subject 
on  the  agenda  for  a  meeting  so  that  it  could  be  discussed  because 
it  is  a  pretty  significant  thing.  Here  is  an  underwriter  that's  been 
around  with  a  good  reputation,  decides  to  drop  off  and  leave  some 
interesting  innuendoes  about  political  influence  dominating  a  proc- 
ess that  an  independent  board  has  set  up  to  ensure  that  those 
kinds  of  influences  don't  persist.  But  nothing  was  done. 

Ms.  Chandler.  To  my  knowledge,  I  was  not  included  in  any 
meetings,  but  if  they  are  copied,  wouldn't  you  assume  they  got  the 
copy  at  the  same  time  as  we  did? 

Senator  Murkowski.  I  would  assume  so. 

Mr.  Hardwicke,  do  you  recall  getting  a  copy  of  this  letter? 

Mr.  Hardwicke.  No,  sir. 

Senator  Murkowski.  You  do  not  recall? 

Mr.  Hardwicke.  No,  sir. 

Senator  Murkowski.  Even  though  you  could  have  got  the  copy 
and  just  not  had  a  recollection  of  it? 

Mr.  Hardwicke.  Yes,  sir. 

Senator  Murkowski.  Mr.  Wright. 

Mr.  Wright.  I  remember  them  resigning  off  of  the  issue  but  as 
far  as  getting  that  specific  letter,  I'm  sure  I  did  if  it  was  carbon 
copied  to  me. 

Senator  Murkowski.  Now  just  one  more  time,  Mr.  Wright.  If 
you  would  take  me  through  the  process  that  caused  you  to  initiate 
your  recommendation  that  the  Board  take  action  to  include  the 
Lasater  firm? 

Mr.  Wright.  I  made  the  motion  to  the  Board. 

Senator  Murkowski.  But  let's  go  back.  Was  it  on  the  agenda? 

Mr.  Wright.  No,  sir.  In  the  end,  I  don't  know  that  it  has  to  be 
on  the  agenda. 

Senator  Murkowski.  Well,  it  probably  doesn't,  but  oftentimes 
those  are  on  approved  agendas,  but  this  particular  time,  as  far  as 
you  know,  it  wasn't.  You  made  the  motion.  What  caused  you  to 
make  the  motion? 

Mr.  Wright.  I  believe  that  the  Board  members  had  discussed  a 
desire  to  increase  the  number  of  local  underwriters  on  our  issues. 
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The  Chairman.  Mr.  Wright,  let  me  ask  you  something,  if  I  might. 
Wouldn't  it  be  more  accurate  to  suggest  that  the  Board  members 
had  discussed  not  just  adding  more  local  members  but  adding  the 
firm  of  Collins,  Locke  &  Lasater? 

Mr.  Wright.  That  very  well  could  be,  sir. 

The  Chairman.  You  see 

Mr.  WRIGHT.  That's  a  local  firm,  sir. 

The  Chairman.  I  understand  that,  but  it  wasn't  a  generic  thing. 
It  wasn't  that  we're  going  to  add  all  of  the  local  firms.  Here  you 
had  a  call.  And  you  don't  doubt  Mr.  Stout's  veracity,  do  you,  Mr. 
Wright?  You  worked  with  Mr.  Stout  for  a  number  of  years  on  that 
Board,  didn't  you? 

Mr.  Wright.  A  few  years. 

The  Chairman.  You  don't  doubt  him  as  a  man  of  integrity  and 
veracity,  his  truthfulness,  do  you? 

Mr.  Wright.  I'm  not  doubting  that. 

The  Chairman.  So  when  he  recounts  to  the  Board  that  he  got  a 
call  from  the  Governor's  office  and  he  put  his  friend  Mort  on  the 
phone,  and  then  you  discussed  this,  it  didn't  just  drop  in  out  of  the 
air,  as  you  said  before.  You  added  the  firm  of  Collins,  Locke  & 
Lasater  because  that  was  what  had  come  down.  The  Board  mem- 
bers didn't  just  dream  this  up  themselves,  hey,  we  want  to  add 
extra  members.  You  got  a  call  with  respect  to  this  firm. 

Mr.  Wright.  There  again,  I  am  not  for  sure  when  it  came, 
whether  it  came,  what  the  date  was. 

The  Chairman.  Ms.  Chandler,  you've  been  there  before.  This  has 
never  happened  where  you  added  somebody  after  the  initial  award; 
is  that  correct? 

Ms.  Chandler.  That's  correct. 

The  Chairman.  Mr.  Stout,  with  specificity,  you  got  the  request 
to  give  them  15  percent.  Is  that  correct? 

Mr.  Stout.  Yes,  sir. 

The  Chairman.  You  remember  this.  By  the  way,  I  understand 
how  it  is  that  no  one  could  remember  a  specific  meeting  on  August 
31st  or  on  July  7th,  or  whenever  it  is.  Who  could  remember  a  spe- 
cific meeting?  But  you  remember  incidences  of  some  significance. 
Isn't  that  correct?  You  wouldn't  remember  the  date  but  you'd  re- 
member, yes,  at  this  time,  I  got  a  call  from  the  Governor's  office. 
Isn't  that  why  you  remember  that,  Mr.  Stout? 

Mr.  Stout.  Yes,  sir. 

The  Chairman.  Because  you  never  really  did  get  calls  from  the 
Governor's  office  heretofore  as  it  related  to  picking  a  particular 
firm.  Is  that  correct? 

Mr.  Stout.  Yes,  sir. 

The  Chairman.  That's  why  it  made  an  impression. 

Mr.  Stout.  Yes,  sir. 

The  Chairman.  Otherwise,  you  would  not  have  remembered, 
would  you? 

Mr.  Stout.  No,  sir. 

The  Chairman.  You  don't  remember  any  of  those  meetings  really 
in  actuality.  If  you  see  a  thing  that  says  you  were  at  a  meeting  and 
you  made  a  motion,  you  will  say,  well,  if  it  says  I  was  there  and 
I  made  a  motion,  then  I  wouldn't  dispute  it;  correct? 

Mr.  Stout.  Yes,  sir. 
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The  Chairman.  Isn't  that  the  way  you  are  all  really  testifying? 

Mr.  Wright.  Yes,  sir. 

The  Chairman.  You  can't  remember  with  actual  specificity.  One 
more  time,  Mr.  Hardwicke,  you  have  known  Mr.  Stout,  and  you 
have  worked  with  him  for  a  number  of  years.  There  was  something 
about — I'll  come  back  to  you. 

Senator  MURKOWSKI.  Let  me  just  make  a  chronology  very  briefly 
because  I  think  it'll  help  where  we  are,  and  I  won't  be  more  than 
1  minute. 

The  Chairman.  I  don't  believe  that. 

Senator  Murkowski.  Well,  try  me. 

[Laughter.] 

On  February  17th,  Nash  calls  Mr.  Stout.  February  17th,  Lasater 
is  included.  April  12th,  the  underwriters  were  chosen  for  another 
issue.  Lasater  loses  the  bid.  April  19th,  Lasater  added  by  the  back 
door  on  a  motion  by  Mr.  Wright.  April  28th,  Stephens,  Inc.  pulls 
out  in  outrage,  a  Little  Rock  firm.  Then  the  consequences  of  Nash's 
call  on  behalf,  at  the  direction  of  the  Governor  results  in  Lasater 
getting  a  13  percent  portion  guaranteed,  which  was  not  something 
that  didn't  happen.  That  really  happened.  That  was  an  actuality. 

So  the  sequence  of  events  from  the  Governor  ordering  it  to  be 
done  to  the  consequences  are  evident,  and  as  far  as  influence  ped- 
dling is  concerned,  this  is  a  classic  case. 

The  Chairman.  Let  me,  if  I  might,  and  the  red  light  is  on,  but 
I  think  we  can  wrap  this  up,  and  I  will  yield  obviously  to  Senator 
Sarbanes,  so  he  can  make  his  observations  or  ask  any  questions  be- 
fore we  wrap  this  up.  A  lot  has  been  made  about  who  appointed 
you,  who  didn't  appoint  you,  what  happened,  you'd  lose  your  job. 
I  mean,  you  didn't  get  paid  for  any  of  this,  did  you?  Mr.  Hardwicke, 
you  didn't  get  paid? 

Mr.  Hardwicke.  No,  sir. 

The  Chairman.  This  was  an  honor,  it  was  a  responsibility  but 
you  didn't  get  paid  anything,  did  you? 

Mr.  Hardwicke.  Never. 

The  Chairman.  Mr.  Wright. 

Mr.  Wright.  No,  sir. 

The  Chairman.  Mr.  Stout. 

Mr.  Stout.  No,  sir. 

The  Chairman.  So  your  positions  were  such  that  you  gave  of 
your  own  time  to  your  community  and  to  your  State,  and  obviously 
there  was  a  recognition  as  it  accorded  you  some  stature  in  the  com- 
munity; is  that  right? 

Mr.  Stout.  Yes,  sir. 

The  Chairman.  So  it  isn't  a  question  that  you  were  going  to  lose 
a  job  if  you  do  or  if  you  don't  do.  You  were  appointed  by  Governor 
White;  is  that  correct? 

Mr.  Stout.  Right. 

The  Chairman.  But  you  had  a  sense  and  an  obligation  to  who- 
ever the  next  Governor  was;  is  that  correct? 

Mr.  Stout.  Yes,  sir. 

The  Chairman.  Is  that  why  you  eventually  went  along?  You  were 
not  happy  but  you  went  along?  You  felt  it  was  coming  from  the 
Governor's  office;  right? 

Mr.  Stout.  Yes,  sir. 
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The  Chairman.  Is  that  a  fair  interpretation? 

Mr.  Stout.  Yes,  sir. 

The  Chairman.  Senator  Sarbanes. 

Senator  SARBANES.  Ms.  Chandler,  when  did  you  become  the  Ex- 
ecutive Director,  first  the  Acting  Executive  Director? 

Ms.  Chandler.  I  think  it  was  the  early  part  of  1983. 

Senator  Sarbanes.  1983? 

Ms.  Chandler.  Correct. 

Senator  Sarbanes.  When  did  you  become  the  Director? 

Ms.  Chandler.  A  couple  months  after  that. 

Senator  Sarbanes.  You  went  to  see  Governor  Clinton  about  be- 
coming Director;  is  that  correct? 

Ms.  Chandler.  I  did. 

Senator  Sarbanes.  It  was  an  appointment  by  him  to  be  made  by 
him  or  by  the  Board  or  what? 

Ms.  Chandler.  No,  it  was  not.  The  Executive  Director's  position 
was  hired  by  the  Board  of  Directors,  but  as  a  courtesy,  they  would 
always  run  the  name  by  the  Governor's  office. 

Senator  SARBANES.  What  did  you  indicate  to  the  Governor  when 
you  went  to  see  him? 

Ms.  Chandler.  I'm  sorry,  I  didn't  hear  the  question. 

Senator  SARBANES.  What  did  you  indicate  to  the  Governor  when 
you  sent  to  see  him?  That  was  Governor  Clinton;  right? 

Ms.  CHANDLER.  Clinton.  I  indicated  to  him  my  qualifications  for 
the  position  in  the  hope  that  the  Board  of  Directors  did  run  my 
name  by  him,  he  would  know  who  I  was  and  that  I  was  capable 
of  handling  that  position. 

Senator  Sarbanes.  What  did  he  say  to  you? 

Ms.  Chandler.  He  thanked  me  for  coming  over  and  shook  my 
hand,  and  I  did  not  have  any  indication  when  I  left  the  office 
whether  or  not  this  would  happen.  I  didn't  know  if  I  would  become 
the  Executive  Director  or  not. 

Senator  Sarbanes.  Did  you  tell  him  you  had  run  the  Agency  in 
a  very  business  like  fashion  without  any  favoritism  on  a  straight 
merit  basis? 

Ms.  Chandler.  Yes,  I  did. 

Senator  Sarbanes.  Then  you  were  named  a  couple  of  weeks 
thereafter  to  become  the  Executive  Director? 

Ms.  Chandler.  That's  correct. 

Senator  Sarbanes.  Then  when  did  you  step  down  as  Executive 
Director? 

Ms.  Chandler.  I  believe  I  left  the  Agency  in  June  or  July  1983. 

Senator  Sarbanes.  Why  did  you  do  that? 

Ms.  Chandler.  I  was  offered  a  position  with  Lomas  &  Nettleton 
Mortgage  Company. 

Senator  Sarbanes.  A  more  attractive  position  I  take  it? 

Ms.  Chandler.  I  think  it  was  to  me. 

Senator  Sarbanes.  Is  that  when  you  came  in,  Mr.  Epes? 

Mr.  Epes.  Yes.  I  think  there  was  an  interim  period.  Mr.  C.  E.  An- 
derson, I  believe,  served  as  Acting  Director  for  some  period  of  time. 
And  I  began  work  on  the  15th  of  September,  1983,  yes,  sir. 

Senator  Sarbanes.  Mr.  Stout,  Chairman  D'Amato  said  that  you 
recounted  to  the  Board  this  phone  call  that  you  had  with  Bob 
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Nash.  But  as  I  understood  your  testimony  earlier,  you  didn't  re- 
count it  to  the  Board.  Is  that  correct? 

Mr.  Stout.  Would  you  repeat  the  question? 

Senator  Sarbanes.  Chairman  D'Amato  said  that  you  had  re- 
counted the  phone  call  from  Nash  to  the  Board,  and  I  understood 
your  testimony  earlier  to  be  that  you  had  not  told  them. 

Mr.  Stout.  I  don't  think  I  did.  I  don't  think  I  recounted  it  to  the 
Board  members. 

Senator  Sarbanes.  You  didn't  tell  anyone  about  it;  is  that  right? 

Mr.  Stout.  I  don't  recall. 

Senator  Sarbanes.  Now  did  you  say  earlier  you're  from  Conway? 

Mr.  Stout.  Yes,  sir. 

Senator  Sarbanes.  Is  Judge  Johnson  from  Conway,  the  former 
member  of  the  Arkansas  Supreme  Court? 

Mr.  Stout.  Yes,  sir. 

Senator  Sarbanes.  Do  you  know  one  another? 

Mr.  Stout.  Vaguely. 

Senator  Sarbanes.  Mr.  Hardwicke,  you  don't  recollect  being  put 
on  the  phone  and  listening  in  on  the  conversation  that  Mr.  Stout 
reported  with  Mr.  Nash;  is  that  correct? 

Mr.  Hardwicke.  I  don't  recall  it.  I  don't  doubt  Mr.  Stout's  word 
but  I  do  not  recall. 

Senator  Sarbanes.  You  don't  have  any  independent  recollection 
of  it? 

Mr.  Hardwicke.  No,  sir. 

Senator  Sarbanes.  Do  you  recall  his  statement  that  you  then 
went  around  and  talked  to  the  other  Board  members?  Is  that  your 
statement,  Mr.  Stout,  that  he  went  around  and  talked  to  the  other 
Board  members? 

Mr.  Stout.  Probably. 

The  Chairman.  Senator,  I'm  going  to  ask  that  we  give  to  Mr. 
Stout,  and  ask  one  of  our  people  to  refer  him  to  page  30  where  his 
testimony  starts.  This  is  the  deposition  that  you  gave.  Would  some- 
body assist  him  please?  I  want  to  make  sure  that  he  has  it  and  it's 
pointed  out  to  him.  The  bottom  of  the  page  where  the  whole  ques- 
tion came  up,  page  30,  where  it's  Mr.  O'Callaghan  and  Mr.  Stout, 
and  then  it  goes:  "OK,  Mr.  Stout,  after  you  approached  each  of  the 
Board  members  about  including  Lasater's  firm  in  the  offer,  didn't 
you  have  any  further  conversation?" 

Senator  Sarbanes.  Mr.  Chairman,  let  me  finish  my  questior . 

The  Chairman.  Let  him  take  a  look  at  his  deposition.  We  want 
to  be  fair.  Let  him  go  over  it.  We  have  done  that  with  all  of  the 
witnesses,  so  that  they  can  go  over  it.  And  I  will  insist  upon  that 
so  that  he  can  go  through  it,  instead  of  people  indicating  what  he 
said  or  what  he  didn't  say.  Let  him  read  it  over  because  it  can  get 
confusing. 

Senator  Sarbanes.  Mr.  Stout,  once  you  have  had  a  chance  to,  in 
effect,  educate  yourself  from  your  deposition,  I'll  come  back  with 
some  questions.  The  Chairman  is  very  anxious  that  you  do  that  ob- 
viously before  we  have  a  question  and  answer,  instead  of  depending 
on  your  recollection  here  today  at  this  hearing. 

The  Chairman.  I  suggest  that  you  read  that  starting  at  the  bot- 
tom of  line  12,  "After  you  approached  each  of  the  Board  members 
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about  including  Lasater's  firm,  did  you  have  any  further  conversa- 
tions on  any  other  subject?" 

I  want  you  to  see  what  you  said  there.  "I  don't  think  so.  Mort 
was  Vice  Chairman.  I  think  I  approached  him  or  them.  I  think  he 
approached  them.  I  don't  think  I  approached  them.  I  don't  remem- 
ber." Read  what  you  go  on  to  say  for  the  next  7  or  8  lines  on  the 
next  page. 

Senator  Sarbanes.  OK,  Mr.  Stout.  How  did  it  happen? 

[Laughter.] 

The  Chairman.  If  I  were  you,  I'd  read  it  right  back. 

Mr.  Stout.  Just  like  it's  written. 

Senator  SARBANES.  How  is  that,  because  it's  written  in  a  lot  of 
different  ways  here.  Some  of  it  isn't  consistent  with  some  of  the 
rest  of  it.  Why  don't  you  just  tell  us  how  it  happened? 

Mr.  Stout.  Just  like  it's  written. 

Senator  Sarbanes.  Which  means  what? 

Mr.  Stout.  You  tell  me. 

Senator  Sarbanes.  Did  you  tell  Mr.  Hardwicke  about  it? 

Mr.  Stout.  Just  like  it's  written. 

Senator  Sarbanes.  That's  not  an  answer,  Mr.  Chairman. 

The  Chairman.  Senator,  I  think  if  we  go  through  it  with  him. 

Senator  Sarbanes.  He  has  the  deposition  in  front  of  him,  let  him 
answer  the  question.  Did  you  tell  Mr.  Hardwicke  or  not? 

The  Chairman.  Did  you  tell  Mr.  Hardwicke  about  it? 

Mr.  Stout.  Sure  I  told  him  about  it. 

The  Chairman.  Was  it  your  impression  that  he  advised 

Senator  Sarbanes.  It's  my  time.  Did  you  tell  other  members  of 
the  Board  about  it? 

Mr.  Stout.  No,  sir. 

Senator  Sarbanes.  You  didn't  tell  any  of  the  other  members? 

Mr.  Stout.  Not  to  my  memory,  I  didn't. 

Senator  Sarbanes.  Is  it  your  testimony  that  Mr.  Hardwicke  went 
around  and  told  all  the  other  members? 

Mr.  Stout.  It's  my  recollection  that  he  did. 

Senator  Sarbanes.  That  he  then  went  and  told  all  the  other 
members? 

Mr.  Stout.  Yes,  sir. 

Senator  Sarbanes.  Is  that  your  recollection,  Mr.  Hardwicke? 

Mr.  Hardwicke.  Sir,  speak  a  little  louder. 

Senator  Sarbanes.  Is  that  your  recollection?  Mr.  Stout  is  telling 
us  that  you  went  around  and  told  all  the  other  members?  Do  you 
recall  that? 

Mr.  Hardwicke.  No,  sir,  I  do  not. 

The  Chairman.  Could  it  have  been  the  case,  not  that  you  don't 
remember? 

Mr.  Hardwicke.  Yes,  it's  possible  certainly.  We  are  talking  about 
13,  14  years  ago. 

The  Chairman.  When  Mr.  Stout  says  that  he  advised  you,  and 
it  was  his  impression  that  you  advised  the  other  members  because 
Mr.  Wright  did  make  the  eventual  motion,  you  would  have  no  rea- 
son not  to  believe  that  to  be  the  case,  do  you? 

Mr.  Hardwicke.  No,  I  don't. 

Senator  Sarbanes.  Mr.  Wright,  do  you  recall  being  told  this  at 
this  February  meeting? 


2689 

Mr.  Wright.  I  just  recall  in  general  terms  that  we  had  conversa- 
tions about  adding  additional  ones  and,  as  the  Chairman  says,  this 
particular  one.  And  I  made  the  motion. 

Senator  Sarbanes.  No,  that  was  at  a  later  meeting.  I  want  to 
separate  out  these  two  meetings  because  these  two  meetings  get 
continually  confused  here  today. 

There  was  one  meeting  in  February,  there  was  a  later  meeting 
in  April.  The  questioning  has  come  along  as  though  the  two  meet- 
ings are  one  meeting,  and  we  have  to  separate  out  the  two  meet- 
ings. The  April  meeting  is  the  one  where  Lasater  was  added  to,  as 
I  understand  it,  an  already  existing  proposition.  The  February 
meeting,  that  dealt  with  an  entirely  different  bond  issue,  as  I  un- 
derstand it.  Is  that  correct,  Ms.  Chandler? 

Ms.  Chandler.  Yes. 

Senator  SARBANES.  The  February  meeting  dealt  with  an  entirely 
different  bond  issue  than  the  April  meeting.  Is  that  correct? 

Ms.  Chandler.  That's  correct. 

Senator  Sarbanes.  What  did  the  February  meeting  deal  with? 

Ms.  Chandler.  Single-family  housing  issue. 

Senator  Sarbanes.  What  did  the  April  meeting  deal  with? 

Ms.  Chandler.  The  multifamily  housing. 

Senator  Sarbanes.  In  the  February  meeting,  Mr.  Wright,  do  you 
recall  Mr.  Hardwicke  coming  around  and  telling  you  about  this 
phone  call  from  the  Governor's  office? 

Mr.  Wright.  Specifically,  no,  sir.  I  don't  recall  him  coming  and 
talking  to  me  about  it. 

Senator  Sarbanes.  Pardon? 

Mr.  Wright.  I  do  not  recall  Mr.  Hardwicke  coming  and  talking 
to  me  about  that  specifically. 

Senator  Sarbanes.  So  you  don't  remember? 

Mr.  Wright.  I  don't  recall,  no,  sir. 

Senator  Sarbanes.  And  you  don't  recall,  Mr.  Hardwicke? 

Mr.  Hardwicke.  No,  sir.  I  saw  a  document  this  morning  that  in- 
dicated that  Lasater  &  Company  had  only  received  1  percent  of  the 
bond  proceeds  business  and  that  the  Arkansas  Finance  and  Devel- 
opment  

Senator  Sarbanes.  I  don't  think  we  had  a  document  like  that. 

Mr.  Hardwicke.  I  read  it  somewhere  this  morning. 

Senator  Sarbanes.  The  percentage  was  higher  than  that. 

Mr.  Hardwicke.  Over  the  period  of  years,  up  until  I  guess  the 
Arkansas  Finance  and  Development  Authority,  after  they  changed 
the  name  of  it,  their  percent  of  the  business  was  1  percent. 

Senator  Sarbanes.  You  mean  through  Frank  White's  term? 

Mr.  Hardwicke.  From  the  time  of  the  inception  of  the  Agency 
until  I  guess  right  now.  I  don't  know  whether  they  are  doing  busi- 
ness with  Arkansas  Finance  and  Development,  or  not. 

Senator  Sarbanes.  I  don't  know.  Isn't  it  the  case  that  this  bond 
business,  before  Governor  Clinton's  second  term,  was  very  tightly 
controlled  in  Arkansas,  and  went  to  only  a  couple  of  local  firms? 
Is  that  the  case? 

Mr.  Hardwicke.  Correct. 

Senator  Sarbanes.  The  Governor  made  it  clear  that  he  wanted 
to  open  it  up  and  include  additional  bond  houses;  is  that  correct? 
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Mr.  HARDWICKE.  I  suppose  that's  correct.  I  don't  know.  He  never 
mentioned  it  to  me  but  he  may  have  to  somebody.  I  always  had  the 
feeling  it  needed  to  be  spread  around. 

Senator  Sarbanes.  I  think  Betsey  Wright  testified  here  that  they 
wanted  more  competition.  In  fact,  Ms.  Chandler,  you  indicated  it 
was  a  very  non-competitive  situation  since  the  work  was  going  to 
a  small  number  of  houses  over  and  over  again.  Is  that  correct? 

Ms.  Chandler.  That's  correct. 

Senator  Sarbanes.  So  the  inclusion  of  more  houses  would  in- 
crease the  competition  and  might  well  lead  to  a  better  deal  for  the 
State.  Would  that  be  correct? 

Ms.  Chandler.  That  would  be  correct. 

Senator  Sarbanes.  Mr.  Kravitz. 

Mr.  Kravitz.  Thank  you,  Senator  Sarbanes. 

I  just  wanted  to  clarify  one  point.  It  was  stated  during  the  Major- 
ity's time,  Mr.  Stout,  that  the  call  you  received  was  the  Governor 
ordering  the  Housing  Authority  Board  to  do  something,  and  I  just 
wanted  to  make  sure  that  your  testimony  is  clear  on  that  point. 

You  testified  earlier  that  at  least  as  far  as  you  can  recall  your 
conversation  with  Mr.  Nash  back  in  1983,  there  was  no  mention  of 
Mr.  Clinton's  name  during  that  conversation;  correct? 

Mr.  Stout.  That's  correct. 

Mr.  Kravitz.  You,  to  the  extent  you  can  remember  this  conversa- 
tion at  all,  viewed  it  as  a  call  from  Mr.  Nash,  not  from  the  Gov- 
ernor; correct? 

Mr.  Stout.  Yes,  sir. 

Mr.  Kravitz.  Just  one  other  point.  You  testified,  when  I  was  ask- 
ing you  questions  before,  and  you  also  testified  at  your  deposition 
last  night  at  page  78,  that  you  understood  that  there  would  be  no 
consequences,  nothing  would  happen  to  you  or  to  the  Board  if  you 
rejected  the  suggestion  of  Bob  Nash  as  far  as  you  recall  it;  is  that 
correct? 

Mr.  Stout.  Yes,  sir. 

Mr.  Kravitz.  Thank  you. 

The  Chairman.  Mr.  Giuffra. 

Mr.  Giuffra.  We  just  did  an  analysis  of  a  document  that  I  be- 
lieve Mr.  Epes  may  have  prepared  bearing  Bates  Number  DKSN 
26126  through  26128.  It  is  bond  issues  between  1983  and  1986. 
These  are  the  ones  when  Mr.  Lasater  first  got  involved  with  that 
first  single-family  issue,  and  there  were  15  issues  between  1983 
and  1986  involving  single-  or  multifamily  housing.  Lasater  was  in- 
cluded in  14  of  the  issues.  George  Baum  in  15,  T.J.  Raney  in  14, 
Stephens  in  9,  Paine  Webber  in  9,  Merrill  Lynch  in  5,  and  Pru 
Bache  in  2,  First  Boston  in  2. 

The  Chairman.  OK.  I  want  to  thank  all  of  the  witnesses.  It  is 
not  easy  to  attempt  to  recall.  I  believe  all  of  the  witnesses  testified 
as  truthfully  as  they  possibly  could  given  the  circumstances.  You 
cannot  recall  with  particularity  an  exact  meeting  at  an  exact  time 
or  when  you  made  a  motion  for  something.  And  I  don't  think  any 
of  this  is  easy  on  those  of  you,  particularly  the  people  who  served 
on  Boards  and  now  find  themselves  dragged  in  through  no  con- 
sequences of  their  own  actions. 

So  I  thank  you  for  taking  the  time  and  for  the  imposition  and 
the  difficulties  that  you  are  having  to  be  here  and  give  depositions 
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required.  We  are  deeply  appreciative  of  the  fact  that  you  have  tried 
to  do  the  best  that  you  can  in  reconstructing  the  events  that  took 
place  13-plus  years  ago. 

So  you  have  the  thanks  of  the  Committee. 

We  stand  in  recess  until  next  Tuesday. 

[Whereupon,  at  4:10  p.m.,  the  Committee  was  recessed,  to  recon- 
vene on  Tuesday,  May  7,  1996,  at  a  time  specified.] 

[Appendix  supplied  for  the  record  follows:] 
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Col  1  in  s    Lnv  ■ 


Michael    Jerome    Crake    is    willing    :c    give    a    sci-.ircir.; 
accut    ins    use    and    distribution   of    cocaine. 

He    wen,    to    work    for    Collins,     Loc '<e  ,    i    Lasa;;:    in    "."a 
middle   of    Septemoer    in    1982   end    left    Che    firrs    in    the    fill    c'f 
193  2.       Ke    left   because   of    the    availability   of    cocaine    zr.~'    also 
toe    tad    reputation    the    Collins,    Locke,    i    Lasater    firm    had    vi;.-. 
the    abuse   of    cocaine    in    the    community.       Prior    to   going    to    vc;x 
for    the    firm    he    told    David    Collins    about    the    tac    refutation 
Collins,     Locke,    &    Lasater    had    for    its    cocaine    abuse    and    David 
Collins    said,    "This    firm    is    cocaine    free    and    we    ;ust    fired    a  .-<: 
for    cocaine    use"  . 

The    first    time    he    remembers    snorting    cocaine    was    at 
Tommy    Tulles'    house,    located    or.    Evergreen    m    Little    ?cck, 
Arkansas.      After   he    went   to    work    for    Collins,    Locke,    i    Lasatar 
saw   boch    Tommy   Tulles    and   George    Locke    m    possession   of    a 
two— gram   vial  of   cocaine    each.       He   can't    remember    whecher    T:.rm-_ 
Tulles    or    George    Lzcks    gave    him    some    cocaine    bet    he    took    2  c-    '. 
bumps   of    t.-.e   cocaine    that    was   offered    to    mm   at    this    same    partj 
He    also    saw   Waiter    West,    David    Collins,    and    Paula    Collins    m 


Capitol    Club    he    saw   be  tn    Dan    Lasater    and    George    Locke    m 
pcssessicn  of   a    two-eras  vial   of    cocaine.       '£e    received    several 

bumps    of    r.-.e    cocaine    frcm   be  to   men. 

According    to    Drake    Chuck    Berry    came    to    wcrx    for    "an 
Lasater    m    the    spring    of    1933.       Shortly   afterwards    Chuck   started 
supplying    cocaine    to    anyone    who    wanted    it. 

"rake    stated    that    m    the    fail    of    19  5  2   ne    started    using 
cocaine    en    a   daily   basis.       His    sources   of    cocaine    during    this 
time    period    were    Chuck    Eerry    and    Eeroie    Douglas. 

It   tec  ame   obvious    to    him    t.-.at    Dan    Lasater    was    u.~ing 
cocaine    as    a    tool    to    manipulate    his    peers    and    fcrce    them    to    serve 
as    a   buffer   between    the    authorities    and    his    cocaine    aouse.      Che 
people    tnat    Michael    Drake    noticed    that    Dan    Lasater    used    as 
buffers    were    George    Locke,    Tommy    Tulles,    Jay    CeHaven,     Tommy 
Carter,    Chuck   Berry    and    himself.       Lasater    also    considered    tnese 
people    loyal    to    him   because    he    used    cocaine    to   control    them    for 
his    benefit.      Dra.<e    also    noticed    Dan    Lasater    using    George    Locke, 
Clarence    Straham,    Jay    Ce  Haven,    and    Chuck    Eerry    to    carry    his 
cocaine    for    him.       Can    Lasater   discussed    on    several    occasions   with 
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Hicna-al    Draxa    about    me   decision    to    surround    nimsel;    -im.    po.ice 
officers    in   crber    to  maxe    nimseif    icox    iixa    he    is    a   gccd    c::::ir. . 
Anot.ner    way   ns    used    to    project    cms    image    -as    getting    his    wife, 
Line  a  ,    and    himself    involved    in   community   projects,    sucr.    as    me 
Florence    Cr-tce.ican   Kerne    Services    for    unwed    mothers    and    me 
Arthritis    Foundation.       Draxe    said    it    was    a   ]oxe    around    tne   office 
char    Dan    was    instrumental    in    putting    several    of    me    younc    ur.-ed 
mothers    in    Florence    Crittenden    Home.       In    1934    Jim    Alexander, 
Chucx    Serry,    Pacsy   Thomas,    and    Dan    Lasater    flew    in    Can's    ;.et    to 
Belize,     Honduras    co    allegedly   buy   a   cattle    rancn.      Micr.ael    Draxe 
says    he    lacer    heard    around    tne   office    mar    it.    was    also    a    trip    to 
buy   cocaine.       Jim    Alexander    is   a    farmer    from    Scott,    Arkansas    and 
is    in    business    with    Clarois    Crisp.      They    formed    a   company   called 
"Laser    Systems".       He    has    since    found    out    that    Jim    Alexander    is    a 
follower   of    Soldier   of    Fortune   magazine.      Cn    this    particular    trip 
Lasarer    was    having    trouble    purchasing    land    in    Honduras.       T.ne   mam 
prooiem    in    the    transaction    was    the    Honduras    Land    Commissioner. 
Draxe    was    told    that    while    the    above  mentioned    people    were    having 
dinner    with    the    CJr.itec    States    Ambassador    to    Honduras,    Jim 
Alexander    allegedly  made    the    statement ,' Why   don't    we    taxe    the 
Land    Commissioner   cut" .       He    understood    this    s-atement   by  Jim 
Alexander    to   mean    "wr.y  don't    we    kill    the    land    Commissioner". 

Michael    Draxe    bought   cocaine    cr  :nar  i;  uar.a    frcm    me 
following    people  : 

1.  Chucx    Serry ,    a   minimum   of    11    times    frcm    me    first 
:;r:    -".    tr.e    latter    cart   of    1534.       lac.-,   of    the    purcnases    would 

2.  Hero ie    Douglas,    a   minimum  of    12   times    mum    m<=    :a__ 
of    1SS4   until    the    sprmg    of    1333.       Facr.   of    me    purchases    were 
one   g  r  am   at   a    t  ime  . 

2.       Nat.-.an    Calhoun,    from    2    to    2    times.       Earn,   of    the 
purcnases    were   one   ounce   of   marihuana    at    a    time.      All    of    ma 
aocve   mentioned    purchases    were    all   dene    m    me    fail    cf    1934. 
Draxa    and    Cainour.    ai.  so   did    cocaine    togemer    2    tc    4    times    around 
this    same    time    span. 

4.  3ucxy    Clayton,   mere    than    12   times    m     .    to    5-gram 
purchases   of   cocaine    at    a    time.      The    purcnases    were    frcm    >*C7emcer 
cf    19  =  4    to    the    winter   cf    1933.       Draxe    rememcers   one   of    me 
purcnases   was   dene   cn    me   day  prior    to    me   cpar.mg    cs.'/  cf   ducx 
season    m    193  3.       This    2-gram   purchase    was   made   cn    Friday, 
November    22,    193  5.       Lynn    Xempner    and    Draxa    wcuid    split    me 
purchases   of   cocaine  most  of    the    time.       Lynn    Xempner  made    3    cr   6 
purchases   around    the    same    time    from    Eucxy   Clayton    and    he    and 
Draxa    split   these   purchases. 

5.  Dan    Lasatar  gave    Draxe    2   grams   cf   cocaine    around 
Christmas   cf    1933.       A    few  davs    later    Draxa    vrota    Dan    Lasater    a 
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c.".e'-.<    for    5  153    cor    c.ne    cwc    crams    o:     rcc-a  ir.:5  .       ..-.'.     •~z~.z    ;r.    ::-. 
lefc    :oc:cm    corner   of    c.ne   eoeck   "Loan". 

Can  Lasacer  bragged  co  Craka  chac  Larry  ~oser.f  laid  '..a: 
a  r.an  «nc  was  brine  ing  large  quan:i:iis  of  cocaine  from  Aspen  -.; 
.Arkansas.       Larry    Fcsenfieid    and    Drake   did    cocaine    tocacin.ee   on   3 

or    4    different    occasions.       In    ehe    early    summer    of    1983    Larry 
Posenfield    approached    Drake    aoouc    buying    1/2   round    of    cocaine 
fro-,    him .       Crake    cold    him    chac    ne    was    craoy    and    cold    i-.i.-i    he 
wasn'  c    in  cere  seed  . 


Tommy    Career    and    Crake    were    recurninc    co    Liccie    ?.ock 
afcar    "rank    Sroyies    was    inducced    i.nco    c.ne    Spores    Bail    of    Fa.-na 
when    cney    ran    inco    Chuck    Serry   ac    c.ne    Acianca    Airporc.      The    iiz 
was    around    Cecember    6,    1933.      When    cney  goc    cc    the    airporc    in 
Lie  tie    Socx ,     .Arkansas    Chuck    Serry   asked    Tommy    Career    and    Drake 
cney   van  cec    some   coed    cocaine.      They    followed    Chuck    Serry   eo    he 

S 
bags    of    cocaine.      Chuck    Serry   had    enough    cocaine    eo    rill 

approximately    4    coffee   cups.       Chuck   goc    his    cocaine   grinder   c.e 

and   ground    e.nem    some   cocaine    up    co    a    snore.      Ail    e.hree   did 

several    bumps   of    Chuck    Berry's    cocaine. 

Cr.    Derby    cay   of    193  4,     Craka    saw    =egg_a    Taylor    se.ling 
cocaine    in    c.ne    men's    rescrocm    ac    e.ne    Arli.ngeon    Hccel    in    He  e 
Springs,    .Arkansas.       This   dace    was    April    21,    193  4.       Prior    eo 
encari.ng    e.ne    baenroom    Crake    heard    from    a    source    chac    ?egg  i=    was 
selling    e.ne    cocaine    in    ehe    bathroom.      When    ne    encared    e.ne   doer    r.a 

Taylor    cold    Craxe    ne    nau    7    cc    o    grama    _.i    .:::".:    1 .  f .    f:r    •    "  ".    i 

cram.       Crake    cold    him    ne    wasn't    ineereseed    in    any   of    his    cocaine. 
?.egg  le    and    Crake    have   done    ooca.ne    eogee.ner    or.    7    or   3    different 
occas ions  . 

Crake    ramemoers   on    Ceroy    Cay  of    193  3   afcer   earing 
dinner    ae    ene    Capi  can's   Walk    in    Hoc    Springs    Can    Lasacar    asxai    him 
if    .ne    waneed    seme   cocaine.       As    o.ney    were    walking    cue    e.ne   door    Cas 
Lasaear    i.nseruceed    Chuck   Serry    co    give    Drake    2   grams   of   cocaine. 

David    Collins    provided    Crake    with    cocaine  on   4   cr    5 
differene   occasions.      Cn    each   of    chese    occasions    cney  did    2   cr    3 
bumps   of    cocaine    eogee.ner.       Cn   one   of    e.ne    occasions   .~er.cic.ned 
accve    cney    were    ae    David    Collins'    C.nriscmas    parry    which    was    r.^.z 
ac    nis    ncuse.       The    parry    was    held   on    c.ne    cwen  ey-f  irsc   of 
Cecamrer  ,    1934.       David    Collins    provided    Drake    wic.n    several    rumps 
of   cocaine    wnile    cney    were    in    ehe    upstairs    bedrocm.       Other    people 
Craka    reraemoers    being    in    ehe    bedroom    were    Tommy    Tulles,    Sill 
Marcmcaie,     Paula    Collins,    Tommy    Career,     Lynn    Kempr.er,    and   Jay 
Ce  Seven  . 
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Drake   aiso    iiea.cz    arouno     .r.e   off.ca    :.".i:    tr.e  Governor    ;: 
New   yv<ico,    wno    is   Tor.y    Anoya,    is    to    get   a    jcc    running    Angel    Fire 
when     ie    leaves   office.       It   was    spaced    tr.at   Tony   Anoya    put    an 
airstrip    at  Angel   Fire    a;    no   expense    to   Dan   Lasater. 

Drake    remembers    when    the   Governor  oz   Kentucky,    who    was 
John   'I .    Brown,    was    having    an    inves  tigation    conducted    on    hiai    by 
tne    IRS    and   Justice   Department,    in    1933   when   monies   were    missing 
from    his    accounts.      During    this    time   Dan   Lasater    came    by   Drake 
and    said,    "I    just    took   care   of   John   Y's   money   problems". 

Dan   Lasater    used    the    term    "putting   one    in    the    bo-3t", 
when    he    was    referring    to    fixing    horse    races.      Dan    told   Drake 
about    the    time    that  John    Fernung,    who   was    Lasater's    trainer,    paid 
the    judges   off   on   a   photo    finish.      Lasater    stated    that    the    judge 
tore    the   photo   finish    up    in   order    that    Lasater's    horse    could    win 
the    race.      Lasater   also    talked    about   his    trips    to    Las  Vegas    where 
he   would   gamble   at    the   dice    tables.       Lasater   would    use    the    term 
"washing    money" .      Lasater   would    reportedly    lose    the   money   and 
later   win    the  money   back,    plus   more. 

Drake   was    present   when    Silly    McCord    purchased    two    grams 
of    cocaine    from    the    beat   Captain   of    t.-.e    Par   Val'v    in    1934    at    Ft. 
Lauderdale,    Florida. 

Crake   snorted    cocaine   with    Teresa   Cavis    en    7   or   3 
different   occasions.       Seme   cf    the    time    he    would    provide    it    and 
soma   cf    the    time   she    would    provide    it.       Cne   of    the    times    Crake 

i.-=m<i.ri--..-    d -    _::ii"-     -it1-.   T:-iri   Cv-\?    -'a,=    * .-.    -'-«»    lasater    and 

, ;.r-.._    ' ':  i —    7 '.'    """^    a"    "'•*•   whi«nA»-ine    Fines    Country    C_^o 

in    scutnwest  Little    Reck    in    t.-.e    fall   of    1534. 
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Lasaier  ^Company 

I  N  V  E  5  T  M  £  n  T^JB  ANKERS 


F  e  o  rui ry  Li,  1  "  p  i 


The  Honorable 
Bill  C I i n  co  n 

Governor  '_  

S  cacc  Cap  it o  I 

L  i  c  t  I  e  Sock,  AR   7220'. 

Dear  Qa ve  rno  r : 

Thank  you  very  c  u  c  h  for  the  o:-.;::jn::«  to  sit  down  and  v  i  sit 
wich  you  regarding  the  many  i  s  >  u  *  s  facing  Arkansas  in:  relative 
to  areas  in  which  I  a  s  a  t  e  r  i  Coioj.iy  can  iss:s:  you  in  your 
efforts  to  promoce  n:  a«v«l:g  Arkansas 


In  order  to  aax'.ii: 
essential  :.-.  a;  we  : . 
Lines  of.  coaraur.  icat 
to  ma<e  s  uTi  — t"h~af  t": 


:e ; t  o  oe  : 


. *  v  e  : .-.  a  :  .  :  is 

:s  se:  up  s  :  «  :  .  :' 

anc  :j:c:::p.  ::.; 


o  o  e  g  i  n  , 
.  '.  '.  Jinan 


L  e :  me  s 


_a:a:er  4  Cornea ny  oe  a  c  v  .  s  e  d  o: 
. .-. ,  :  .-.  =  state  of  Arkansas  ano 


o  r  oe 


is  Joe  H.  o  r  f  o  g  I 


:.u;   ;:i<i  i-.:  Oar.  M  o  u  a  • 


Secondly,  we  have  discussed  :.ir  ippointme-.  i   of  Donnis  Spears 
co  t  h-e-  Arkansas  Housing  2oarc  in:  I  have  confirmed  our  ur.a*:" 
standing  regiroing  the  a  o  p  a  i  -.  :  t  e  -.  t  in  ay  Letter  of  January  23, 
I  9  S  ;  ,  and  I  want  to  a  g  a  i  -.  reaf:ir?n  our  interest  and  desire  in 
seeing  Mr.  Spears  in  tnis  posititn. 

Next,  let  me  suggest  that  we  biL.eve  it  would  be  in  your  best 
I  n  e  e  rjs  s  t  co  s«nc  a  representai.v-i  of  your  staff  to  e  a  c  S 
Ananias  Housing  and  Oevelopme.-.  t  study  meeting  which  usually 
preceeds  the  regular  meeting  of  the  agency.   SormaLLy,  the  scudy 
meeting,  occurs  on  the  third  '•'  e  :  n  e  s  d  a  y  of  eac.n  month. 


Fourth,  we  would  recommenc  to  jot  that  competitive  proposals  be 
required  on  ehe  up-coming  A  H  C  A  r Ha/Va  financing  to  permit  Hutton 
Co  submit  a  proposal.    I:  is  important  for  us  to  know  that 
because  u-e — h-a-v-e — m-a  d  e — coinu  i  t.ue  x:  s~~c"0 — HTt'Cbh  a  fT3  u  n  I  e  s~s  compet  it  i  v  e 
proposals  are  accepted,   it  would  Leave  us.  Lasater  &  Company, 
in  an  untenable  position. 


DKSN02 


")!■ 


II!  Lsuuun.  Scr.«  •  '.mic  !Li:k.   Arkirau  nZOI  ■  WI.T6-00M 

N«nonii  vio  i-aoo  *4)8ot:  ■  ai««m.  >*io  i.*eo.+iZ-*W4 

•  I  Carpont.  Plja.  P.ncno—  0  •  110  £    Jn^jr.-  5I»J.  •  Fr    IjuJ.niil.    FlofUJ  1)101  •  XJ5.  »>:■  UtS 

NJn<)nii  mjci  i*x)  "»:  <,:::  -Fio«i<fa  •»•.•.  i-jco-'K  wii 
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•u:ji:-  1  ;  .  1?  i: 

?»r«  : 

Oan  .looj  jv,  j  no   is  /  e  r  '  iii....:  w  -.  :  -  state  javtr^mi^  an  c  w.io 
serves  on  :.ie  Cohi:::j::o:.i.  :jnv<::.::  •.  s  i     I  o  8  o  v  ;  s  t  mc 
he  -,s  a  v  a  1 1  a  a  L  e  on  s  c  r  a :  •  %  y  or  any  o:.i«r  u::ci  in  «hi  en  you 
beLieve  h  •.  s  mpu:  uoul:  o  e  ;  f  :  e  c  t  i  ■/  e  .   Lee  ■<  encourage  you 
C3  call  on  Dan;  bis  (Xjer.fc;  and  Knowledge  .  s  valuable- 

In  addition,  we  would  be  a  o  r  e  comfortable  if  you  would  cake 
ebe  opporcunicy  or  i  i  <     sorae.ne  on  vcur  s  c  a  f  f  c  o  cake  che  oppor- 
cunicy co  appraise  oe  or  ay  staff  of  any  a  c  c  i  o  n  s  by  you  or 
your  scaff  prior  co  any  puo.io  a  r.  no  unc  tit  n  c  s  so  cha:  we  will 
noc  be  surprised  or  in  soce  ir.  stancei  emoarrassco.  o  e  c  a  u  s  *  of  c.ne 
announcement  . 


Finally.  "  believe  i ;  woj. 
a  o  n  c  n  I  y  aeetings  a  e  c  v  e  *  -.  :: 
of  Che  econoav  or.  a:<i-.;j- 
undue  influence  or  to  :  r  ■•■ 
your  Adaiir.  iscracicn  o  .  :  :  e 

he'.:!vr-t:i: ^_.ca  o—aa  <  a  -  i 

vour  efforts  :o  j:::::i  i 


is  b  a  c ."  -a  .  .     co  nave  rigul.a: 

js  ::  c.icjsi  :.-.  e  j  f  f  e  c_c  s 

'.  co  -. :  t  ii<  for  : .-.  .  s  c  o  n . 

.;-C-€  pressure  co  you  :: 
■z  '     3  a  c-i  5  r  =  u  a  c  i  r.  3  u  s  i  .n  e.  s  3 
-j»*:f:.-5-u-::on-  i3 — y-c v    in 
,oi:;  .-.  t .-.  e  s  t  a  t  i  of  A  r  k  a  n : 


Again,  c  n  a  -i  <  •/  c  i 

w  i  c  -  y  c/j  \  c  .-.  e  s  t     z  o 
s  a  g  4  e  s 


fa  versa  I' «  or.  ra  ■ 


Since 


an  :::  i     :;;..::  r.  *,:.-.  g 


Dan  I   L  a  s  a  :  e  r 


Rick  L  ■  tC  n  o  : 
President 
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DANNT  RAS-LASATER.  #4  Edgehin>4.itcle  Rock, 
Arkansas.  «•■  tsiarvlewed  at  Cbe  RIVOlFRONT  filLTON  MOTEL, 
North  Little  Rock.  Arkanaaa,  by  EUGENE  L.  CROUCH,  who\ identified 
himself  »*  »  Special  Agent  (SA)  of  tbe  Federal  Bureau  of 
Invevtlgatfon  (FBI).   Alto  present  during  Cbe  Interview 
were  Detective  TOM  JAMES,  Little  Rock  Police  Department j 
Mr.  CEORCE  W.  PROCTOR,  United  States  Attorney,  Eastern 
District  of  Arkansaa,  Little  Rock,  Arkansas;  and  Messieurs  BILL 
WILSON  and  DICK  MOORE,  attorneys  representing  Mr.  LASATER. 

Prior  to  any  questioning,  Mr.  LASATER  was  advised 
Chat  be  was  Co  be  questioned  concerning  bis  Involvement 
in  Che  distribution  of  cocaine  aa  well  aa  all  illegal  activities 
regarding  aaeoclates  and  business  cranaacclona.   Mr.  LASATER 
was  Interviewed  under  an  agreement  of  use  immunity  granted 
by  che  United  States  Attorney's  Office,  Eastern  District 
of  Arkansas,  Little  Rock,  Arkanaas.  , 

Mr.  ULSATE?  provided  cbe  fallowlag  l=*=r=*ti:©T:: 

Kr.  LASATER  stated  that  be  was  bom  in  Letooa, 
Volte  County,  Arkansss,  and  at  che  age  of  11  sk»v^  fn  r.^Vnmn, 
Indiana,  the  fur  being  1954.   He  attended  Taylor  Township 
Eleaentsry  and  Junior  High  Schools  snd  graduated  from  Sharpsville, 
Indiana,  High  School.   One  of  bla  earliest  employments 
was  with  the  MC  DONALD'S  Reataurant  chain.   After  a  short 
while,  be  wss  promoted  Co  asslscanc  manager  for  MC  DONALD'S. 
which  position  be  maintained  for  eight  or  nine  months.   At 
Che  age  of  19,  be  was  promoted  Co  manager  after  JOHN  CRUM, 
Cbe  manager  ac  Che  time,  left  Cbe  restaurant  Co  open  bis 
own  cbsln  of  eating  establishments  in  Frankfort,  Indiana, 
under.  Che  name  of   BIG  MAC'S."  Be  remained  manager  for 
approximately  cwo  years,  baving  escabliabed  che  business 
as  a  very  profitable  operation.  \ 

,.    On  December  2.  1962,  he;  NORM  VEASET  (phonetic), 
owner  cf~~C»ie  luul  Oldamoblle  car  dealerablp;  and  GEORGE  TEI 
SCOTT,  father-it  -law  and  former  Howard  County,  Indiana, 

\ 

s- rai-ooao3569 
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Sheriff,  foraed  *"partnership  in  escabTi-*hing  a  fa-st  food 
restaurant  by^Cne  name  of  SCOTTY'S.   Af ter^approximately 
■ix  co  nine, months,  Mr.  LASATER  advised  that  >ie  was  responsible 
for  changing  a  marketing  concept  which  enabled  The  business 
to  prosper  financially.   As  a  result,  he  opened  three  more 
SCOTTY'S'  Restaurants  within  the  Kokomo,  Indiana,  area., 
/ 

Sometime  during  the  early  1960's,  he  andnis 
wife  at  the  time,  along  with  his  business  partner,  NORM 
U7.ASEY  (phonetic),  traveled  to  Fort  Lauderdale,  Florida, 
to  familarize  themselves  with  a  steak  house  operating  under 
the  name  of  the  BLACK  ANGUS.   Utilizing  a  similar  concept 
as  a  BLACK  ANGUS  Restaurant,  he  and  his  partners  opened 
a  eteak  house  under  the  name  of  the  PONDEROSA  on  December  28,  1965 
He  advised  that  this  time  period  was  about  the  same  as 
the  time  that  the  BONANZA  chain  of  steak  houses  opened 
in  the  Dallas,  Texas,  area.   He  stated  that  the  PONDEROSA 
Restaurant  in  nonooo,  inaiana,  was  very  »ucce»iTui ,  ir.c 
as  a  result  it  led  fa-  to  open  an  .cditcr.al  sight  zz   t=r. 
restaurants  in  surrounding  states.   His  carreers  at  the 
time  were  CHARLES  KLEPTZ .  Dayton.  Ohiq^-iiid  NORM  WEASXY, 
whom  he  believes  presently  resides  in  Coral  Gables.  Florida. 

\y 

In  1968,  48~  of  the  stock  was  sold  to  two  men 
froc  Ohio  by  the  names  of  JAMES  KIRSH  and  JACK  RAUSHMAN 
(phonetic).   In  1969,  the  PONDEROSA  Company  went  public 
and  offered  seven  shares  of  stock  in  the  company  to  anyone 
who  loaned  51,000  to  the  company.   KIRSH  and  RAUSHMAN  (phonetic) 
used  their  income  to  purchase  property  and  to  construct 
the  actual  PONDEROSA  buildings.   As  a  result,  there  was 
very  little  profit  during  this  period  of  time,  and  he  eventually 
bought  both  individuals  out  and  "ran  them  off  J.' 

He  then  employed  an  individual  by  the  name  of 
GERALD  OFFICE,  JR.,  a  young  attorney  who  had  the  responsibility 
of  taking  care  of  the  financial  and  marketing  end\of  the 

buslnefrs-i  who  did  an  excellent  job. In  J  una  -t-972.  \Mr.  LASATER 

estimated  that  his  stock  in  the  PONDEROSA  Restaurant  was 

worth  $20  million,  and  at  that  time  he  sold  approximately 

S10  million  worth  of  the  company  but  ended  up  with  approximately 

S15  mlLlinn  ar  rhp  rnnrlnslnn  nf  the  sale : 
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InXne  latter  part  of  this  busineff*  venture, 
he  became  interested  in  the  thoroughbred  racing  horse  business 
and  entered  into  a  venture  with  JOHN  FERNUNG  with  an  investment 
of  $1,500.   He  and  FERNUNG  purchased  a  yearling  for  $3,000 
that  turned  out  to  be  a  good  horse  that  made  quite  a  bit 
of  money.   More  of  his  time  was  devoted  to  developing  thoroughbred 
racing  horse  stables,  with  DAVID  VANCE  becoming  his\  trainer. 
Mr.  LA5ATER  stated  that  he  was  very  successful  in  the  thoroughbred 
racing  horse  business  and  made  many  visits  at  the  time 
to  the  OAKLAWN  RACE  TRACK  in  Hot  Springs,  Arkansas.   In 
1972,  he  and  his  stables  stayed  at  the  OAKLAWN  RACE  TRACK, 
Hot  Springs,  Arkansas,  the  entire  season. 

In  1974,  1975.  and  1976.  his  stables  were  the 
leading  money  stables  in  the  world  and  as  a  result  were 
the  recipient  of  the  Eclipse  Award. 

In  1977  and  1978,  he  oegsn  to  luoc  -interest  in 
the  racing  aspect  of  the  thoroughbred  horse^business  .and 
cut  backx  tokens  stsbls.  which  was  cser-e-ce'd  by  DAVID  VANCE. 
His  first  "sta-bles  were  housed  in  r^ffh^n,  Kpnr'"-^v, — tn— i972, 
and  in  1976^he  bought  a  1,400-acre  ranch  in  Ocala,  Florida, 
and  started  raising  brood  mares,  entering  into  the  breeding 
aspect  of  the  thoroughbred  horse  business.   His  business 
prospered,  and  he  made  the  top  ten  list  of  breeders  in 
the  United  States. 


In  1975  or  1976,  he  became  acquainted  with  GEORGE 
LOCKE  during  his  visit  to  the  OAKLAWN  RACE  TRACK  in  Hot  Springs 
Arkansas.   He  eventually  moved  to  the  Little  Rock,  Arkansas, 
area  in  1978  or  1979.  •p 

\\ 
In  August  1983,  he  made  a  decision  to-  get  out 
of  the  horse  breeding  business  after  an  unsuccessful  horse 
sale  Nin  Saratoga,  New  York.  j      \ 

His  initial  reason  to  move  to  the  Little  Rock, 
Arkansas,  area  was  to  open  a  chain  of  restaurants  under 
the  name  of  ANDY'S  OF  AMERICA,  which  was  patterned  after 


the  WENDY'S  ehait 


-H< 


?d  th< 


nrt  Llie  ANDY'S  eotrcgpt 
was  not  completely  successful,  and  in  1981,  he  sold  the 
ANDY'S  Restaurants  to  GARLAND  STREET,  who  turned  the  business 
around,  making  it  a  successful  operation  today. 
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In  J*tfuary  1980,  he  became  associated  wir:h  DAVID 
COLLINS,  a  friend  of  GEORGE  LOCKE  who  residedxin  Memphis, 
Tennessee, /«nd  at  the  time  worked  for  a  bond  company  \in 
Memphis  by  the  name  of  UMIC.  V    \ 

Through  DAVID  COLLINS*  experience,  assurance, 
and  insistence,  a  decision  was  made  to  form  a  bond  and 
security  business  under  the  name  of  COLLINS,  LOCKE.  AND 
LASATER.   The  initial  investment  was  $68,000  each  invested 
by  COLLINS.  LOCKE,  and  LASATER.   Because  they  had  no  securities 
license,  the  business  initially  operated  in  the  trade  of 
equities  until  August  1980  when  they  established  FIRST 
BANKERS  CORPORATION  in  order  to  get  their  license. 

JOHN  SELIC.  Attorney,  was  instrumental  in  acquiring 
a  securities  license  from  both  the  Securities  Exchange 


v   ^Prior  to  this  event,  COLLINS.  LOCKS',  and  LASATER 
COMPANY  was\dissolved ,  and  the  remaining^$I5 ,000  was  pjJt 
into  the  establishment  of  the  FIRST  8AEX2SS  CORPORATION. 
Soon  after  ,\F/IRST  BANKERS  CORPORATION  -(FDC)  was  changed 
back  to  COLLINS.  LOCKE,  AND  LASATER.   Additional  working 
capital  was  needed,  so  the  three  of  them  put  an  additional 
S100.000  back  into  the  company.   FIRST  NATIONAL  BANK  of 
Little  Rock  carried  the  note  on  this  money  with  the  stipulation 
that  the  money  had  to  go  directly  to  the  COLLINS,  LOCKE, 
AND  LASATER  COMPANY.   Mr.  LASATER  stated  that  he  personally 
placed  an  additional  $100,000  into  what  he  described  as 
a  subordinated  debenture  which  left  them  with  $225,000 
for  the  operation.   He  described  the  business  during  the 
fis.-cal  year  1981  as  less  than  successful,  but  with  the 
urging  of  DAVID  COLLINS,  Mr.  LASATER  stated  he  placed  an 
additional  $500,000  into  a  subordinated  debenture,  for  COLLINS, 
LOCKE,  AND  LASATER  in  August  1981. 


\ 


In  August  1982.  COLLINS,  LOCKE,  AND  LASATEX  made 
$1  million  in  profits,  but  in  the  following  months,  the 
company  atarted  losing  money,  causing  him  a  risk  of  n«arly 
$1  million. 
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Compounded  by  a  loss  of  profits  and  being  told 
on  May  13./I982.  that  there  were  possible  tax  violations, 
COLLINS,  LOCKE,  AND  LASATER  was  established  as  a\holdlng 
company  In  December  1982.  \    \ 

It  was  determined  during  this  time  period  that 
the  Securities  Exchange  Commission  (SEC)  and  other  regulatory 
agencies  had  to  be  notified  regarding  the  possible  tax 
violations. 

In  August  1983,  COLLINS.  LOCKE,  AND  LASATER  (CL&L) 
was  dissolved.   However,  CEORCE  LOCKE  had  not  been  part 
of  the  company  as  of  November  1962. 

.Mr.  LASATER  advised  that  his  first  contact  with 
.-.--•_,  ^r=e  £-  ►  *•-»  I«tr  197C1'?   rers:Klw  1978  or   1979 
in  LexiTsrtor,  Kentucky.   He  recalls  durine  this-'  period 
of  time  he  was  possibly  given  cocaine  by  JIMMY  LAMBERT, 
whom  he  "described  as  a  personal  friend  ac^-the  time  ar,s 
who  operated  a  n 


d  as  a  personal  friend  ac-'tne  ti: 
ightclub  in  Cincinnati,  Chic. 


During  his  early  association  with  DAVID  COLLINS 
and  during  the  time  that  he  was  partners  with  DAVID  COLLINS 
in  the  COLLINS,  LOCKE.  AND  LASATER  COMPANY.  DAVID  COLLINS 
gave  him  cocaine  a  minimum  of  fifty  (50)  times,  usually 
in  bump  amounts,  over  a  period  of  two  or  three  years. 
He  does  not  recall  ever  pooling  an  amount  of  money  with 
CEORCE  LOCKE  or  DAVID  COLLINS  in  which  the  pool  of  money 
was  to  go  for  the  sole  purpose  of  purchasing  cocaine. 

—  As  he  recalls,  GEORGE  LOCKE's  first  experience 
with  cocaine  was  the  same  time  as  his  at  JIMMY  LAMBERT'S 
restaurant  In  Cincinnati,  Ohio.  \ -\ 

'  \ 
V^   During  the  early  part  of  his  time  lp^Little  Rock, 
he  recalls  snorting  cocaine  at  the  residence  of  BARRETT 
HAMILTON  and  the  residence  of  JAY  DE  HAVEN.         \ 
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He/does  not  specifically  recall  if^ARRETT.  HAMILTON 
gave 'him  cocaine  but  recalls  Chat  cocaine  was  present  and 
was  being/used  during  this  occasion. 

He  met  JAY  DE  HAVEN  through  GEORGE  LOCKE, sometime 
in  late  1978  or  early  1979  and  has  snorted  cocaine  In  DE  HAVEN ' s 
presence.   He  has  given  DE  HAVEN  cocaine  a  minimum  of  twenty-five 
(25)  times,  ranging  from  bunps  to  half-gram  amounts.   DE  HAVEN 
has  given  him  cocaine  on  numerous  occasions  also.   He  described 
JAY  DE  HAVEN  as  a  former  employee  of  his  company  who  was 
dismissed  from  the  company  in  October  198&  following  the 
purchase  of  the  ANGEL  FIRE  RESORT  in  New  Mexico. 

Mr.  LASATER  recalls  that  during  his  visit  at 
BARRETT  HAMILTON'S  residence  CURTIS  MC  CLENDON  and  GEORGE 


Even  though  GEORGE  LOCKE  would  have' his  own  supply 
of  cocaine,  \  he  would  estimate  that  he  has^-personally  iuppiie: 
LOCKE  with,  cocaine  a  =  ir.i=u=  c:  sever.cy^ive  (73;  ti=es, 
usually  in ^bump  amounts.   He  has  also  snorted  mcaine  which 
had  been  provided  by  LOCKE. 

During  his  early  use  of  cocaine,  he  maintained 
his  supply  in  his  pockets  and  even  snorted  cocaine  at  his 
office . 

After  the  employment  of  CHUCK  BERRY,  BERRY  usually 
kept  up  with  his  supply  of  cocaine,  and  he  was  aware  that 
as  much  as  one  ounce  of  cocaine  was  on  hand.   However, 
he  s-tated  that  he  was  unaware  that  CHUCK  BERRY  was  selling 
cocaine  on  his  own.  v\ 

He  recalls  confronting  BERRY  about  selling  cocaine 
and  advised  BERRY  that  if  he  were  selling  cocaine  on  his 
own  he  wanted  his  ass  away  from  him  because  it  would  appear 
that  if  BERRY  was  selling  cocaine  he  (LASATER)  was  selling 


cocaine  also. 
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Mr^LASATER  stated  that 
BERR.Y  obtained  nearly  all  of  the 
but  that  BERRY  also  obtained  coca 

Mr.  LASATER  admitted  th 
one  but  Dot  jaore  than  two  ounces 
BRADLEY  after  being  introduced  to 
of  GEORCE  LOCKE  and  CLENN  BRADLEY 
young  girl  was  fron  Dallas,  Texas 
CEORCE  LOCKE's  hometown  of  Hambur 
that  this  purchase  occurred  at  Ap 
Little  Rock.  To  the  best  of  his 
approximately  $2,200  per  ounce. 


On  10VU/86 ^c_ 

\ 

he  was  aware  that  CHUCK 
cocaine  from  GLENN  BRADLEY 
ine  from  HERB  I EN DOUGLAS. 

at  he  had  purchased  aipproxima 
of  cocaine  from  CLENN' 
BRADLEY  by  a  mutual  friend 
As  he  recalls,  the 
but  had  grown  up  in 
,  Arkansas.   He  stated 
artment  12B,  QUAPAW  TOWERS, 
recollection,  he  paid 


tely 


He  stated  that  he  made  a  subsequent  purchase 


.j     rrftorr 


d rev;  *o  BRADLEY  '  2  r;s:d»~ce.  e~.d  he  tsui 
one-quarte.r  (l/£)  to  one-half  (%)  ounce, 
that  he  personally  made  the  purchase. 


MC  LASATER  stated 


After  these  initial  purchases  of  imalne  from 
BRADLEY,  it  was  CHUCK  BERRY's  responsibility  for  buying 
the  cocaine  from  BRADLEY,  and  he  always  made  sure  that 
BERRY  had  money  on  hand  to  purchase  the  cocaine.  BERRY 
would  come  to  him  for  the  money,  and  he  would  usually  give 
him  approximately  $5,000.  However,  he  never  instructed 
BERRY  to  purchase  in  excess  of  one  ounce. 

Within  this  tine  frame,  he  recalls  that  BRADLEY 
contacted  him  and  advised  that  CHUCK  BERRY  owed  BRADLEY 
approximately  $11,000  for  past  due  cocaine  debts.   BRADLEY 
was  wanting  him  to  make  good  on  the  amount  of  money  owed 
by  BERRY.   Mr.  LASATER  stated  that  he  never  paid  BRADLEY 
for  CHUCK  BERRY's  cocaine  debt. 


He  explained  that  CHUCK  BERRY  and  HERBIE  DOUGLAS 
were  initially  hired  by  DAVID  COLLINS  and  that  BERRY\  ended 
up  being  the  driver  for  the  company  limousine  and  whax 
Mr..  LASATER  described  as  a  gofer  for  the  company.   He  described 
BERRY  -*~s  always  having  a  gun  but  that  he  never  told  BERRY 
to  have  it  in  his  possession  or  wear  it.   He  recalls  that 
efforts  were  made  by  CEORCE  LOCKE  to  acquire  a  pardon  for 
CHUCK  BERRY  and  another  enployee  by  the  name  of  CARY  TIPPET. 
He  dloes  not  recall  specifically  but  thinks  that  TIPPET 
was  granted  a  pardon  by  the  state  of  Arkansas. 

FBI-00003575 


2705 

LR  2<.5F-2 


He  related  that  BERRY  was  employed,  at  a  salary 
of  $2.0,000  per  year  plus  all  expenses.  He  cannot  recall 
ever  aeeing-'CHUCK  BERRY  drink  alcohol  or  snort  cocain*. 

/Mr.  LASATER  stated  he  was  aware  that  CHUCK  BERRY 
had,  traveled  to  the  state  of  Florida  and  purchased\cocaine 
from  *n   unknown  individual.   He  recalls  giving  CHUCK  BERRY 
$5,000  after  BERRY  came  to  him  and  stated  that  he  would 
be  in  Florida  as  things  were  getting  hot.  and  while  he 
was  down  there,  he  would  get  an  ounce  of  cocaine.   As  he 
recalls.  CHUCK  BERRY  has  both  flown  and  driven  to  the  state 
of  Florida,  and  his  suspicions  are  that  CHUCK  BERRY's  connection 
for  cocaine  was  the  brother  of  FRANK  (Last  Name  Unknown) 
(LNU),  the  boat  pilot  for  the  company  boat,  PAR  VALU. 

Mr.  LASATER  stated  that  he  is  familiar  with  AL 

-•     -■-.-  —  --c  ■—  ;-.-,,-•--.-,•>-,  rhrss  s'r  fcvr 

yesrs'sgs"  he""p-r'ch'=;e?~cre  c-r.c?  =f  cscsire  from  VELtS ', 
snd  that  thisrpurchase  occurred  at  Apartment,- 12B,  QUAPAW 
TOWERS,  Little  Rock.  ^  V 

In. -October  1982  and  at  the  iiibibuence  ot  UAVID 
COLLINS,  a  boat  was  purchased  for  the  company  with  DAVID 
COLLINS  putting  up  one-half  (k)    of  the  amount  of  the  purchase 
price  and  CU.L  putting  up  the  additional  one-half  (%)  of 
the  purchase  price. 

Eventually,  the  boat  was  purchased  by  LFI  CORPORATION, 
which  is  a  corporation  set  up  for  LASATER's  children,  and 
the  boat  was  leased  back  to  CL&L. 

The  boat  was  eventually  sold  to  an  individual 
by  the  name  of  DON  WALKER,  former  governor  of  the  6tate 
of  Illinois.   DAVID  COLLINS  handled  the  sale  of\ Che  boat, 
and  money  was  lost  in  the  deal.  \ 


In  regard  to  DON  WALKER,  Mr.  LASATER  advised 
that  he  had  loaned  WALKER  $200,000,  and  since  WALKERX  was 
a  customer,  there  were  no  improprieties  surrounding  the 
loan.   WALKER  was  the  owner  of  a  JIFFY  LUBE  Company  and 
a  sav/fngs  and  loan  and  was  in  financial  straits  at  the 
time-   Stock  for  the  savings  and  loan  company  owned  by 
WALK.ER  was  held  as  collateral  on  the  loan,  which  was  eventually 
paid  in  full. 
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Witb-"fegsrd  to  a  trip  to  Belize  .Central  America , 
Mr.  LASATER >t« ted  that  he;  PATSY  THOMPSON;  JIM  ALEXANDER ; 
ED  CUMM1NCS\  an  attorney  from  Washington,  D.C.;\CHUCK\  BERRY; 
and  an  individual  from  the  state  of  Oklahoma  whos-e  name 
he  does  sot  recall  traveled  with  the  purpose  of  purchasing 
a  2/4,000-acre  farm  or  ranch.   The  transaction  included 
having  to  deal  with  the  governor  of  Belize,  who,  for  some 
unknown  reason,  was  hard  to  deal  with.   He  recalls  that 
for  this  reason  JIM  ALEXANDER  made  some  type  of  off-the-wall 
statement  that  the  governor  should  be  wasted.   Mr.  LASATER 
recalls  becoming  very  perturbed  over  this  statement  and 
proceeded  to  leave  the  meeting,  and  the  purchase  transaction 
never  occurred. 


On  their  return  trip  to  the  United  States,  he 
did  not  recall  any  unusual  circumstances  which  occurred 

cr  i~   Little  r.oz). ,    .-.r-.sr.sas ,  other  thar.  the  fsct  the"  JTV 
ALEXANDER  had  been  confronted  by  the  agents  ^regarding,  night 
vision  goggles  which  he  had  in  his  posse-rs'ion.  _  ._   ..N^.  _ 

WKen  questioned  about  a  particular  trip  to  South 
America,  Mr.  LASATER  related  that  in  1977  or  1978  he,  JOHN 
KEENAN,  and  GEORGE  LOCKE  purchased  a  Learjet  aircraft  with 
each  sharing  one-third  (1/3)  of  the  expenses.   Due  to  the 
lack  of  use  of  the  aircraft,  all  three  agreed  to  lease 
the  aircraft,  and  KEENAN  arranged  for  someone  to  lease 
the  aircraft  in  Las  Vegas,  Nevada.   He  recalls  that  GEORGE 
LOCKE  traveled  to  Las  Vegas  where  the  plane  was  leased 
to  an  acbulance  service  which  had  been  hired  to  travel 
to  Bogota,  Colombia,  in  order  to  bring  back  to_che  United 
States  a  young  individual  who  had  crashed  an  aircraft  with 
drugs  onboard.   As  he  recalls,  the  individual  had  been 
badly  burned,  and  the  individual  was  to  be  flown  to  the 
Burn  Center  in  Houston,  Texas.   He  recalls  that  upon  landing 
in  Bogota-, — Colomhla . — South  America,  officials -of  th«t  government 
seized  the  aircraft.   Mr.  LASATER  stated  he  was  noc  aware 
of  what  eventually  happened  to  the  aircraft,  but  since 
it  was  insured  by  LLOYD'S  OF  LONDON,  he  did  not  experience 

a  loss. _ ! 
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Mr^LASATER  stated  that  he  is  famiMar  with  MITCHELL 
WOOD  and  that  he  met  WOOD  through  GEORGE  LOCKE^aometime 
in  1979  of   1980  and  started  using  cocaine  with  MITCHELL 
WOOD  sometime  in  1980  or  1981.   He  advised  that  he  gave 
MITCHELL  WOOD  cocaine  a  minimum  of  twenty-five  (25x)  times 
in  bumpy  amounts.   He  related  that  MITCHELL  WOOD  has\  given 
him  cocaine  a  minimum  of  three  or  four  times,  also  in  bump 
amounts.   He  is  not  aware  if  CHUCK  BERRY  ever  sold  MITCHELL 
WOOD  cocaine.   He  is  aware  that  MITCHELL  WOOD  is  employed 
by  the  ARKANSAS  INDUSTRIAL  DEVELOPMENT  CORPORATION  (AIDC) 
in  some  type  of  teaching  capacity.   He  described  MITCHELL 
WOOD  as  a  friend,  and  when  MITCHELL  WOOD  traveled  with 
him  or  attended  parties  with  him,  he  (Mr.  LASATER)  usually 
took,  care  of  the  expenses. 

uo  v««e  i~o.No/4  MITCUFIL  unnn  mrm-v,  ijcu«11y  in 
5200  to  S^OO  amounts,  on  several  occasions  in  which  WOOD 
would  come-  to  him  for  a  loan  in  order  to  meet' personal 
bills.   He  advised  that  MITCHELL  WOOD  presently  owes  Xi= 

Mr.  LASATER  advised  that  when  he  placed  bets 
with  bookies,  it  was  always  with  EDDIE  STAFFORD  or  JIMMY 
NEWBERRY  and  that  he  never  placed  a  bet  with  AL  WELLS. 

Mr.  LASATER  described  DAWN  SIMS  as  a  former  employee 
who  was  hired  by  his  wife.  LINDA  LASATER.  to  work  as  a 
babysitter  and  to  perform  housecleaning  duties.   He  admitted 
giving  cocaine  to  DAWN  SIMS  approximately  two  times  and 
always  in  bump  amounts.   He  denied  ever  giving_cocaine 
to  tbe  daughter  of  DAWN  SIMS.   DAWN  SIMST  employment  was 
terminated  by  LINDA  LASATER  after  LINDA  suspected  SIMS 
of  making  advances  to  him  (LASATER).   He  recalls  hearing 
a  rumor  that  DAWN  SIMS  was  selling  cocaine  after  her  dismissal 
by  LINDA  LASATER.   As  he  recalls.  DAWN  SIMS  res-ided  in 
an  apartment  somewhere  near  the  intersection  of  Fair^  Park 
and  Kavanaugh.  \ 

\ 
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MrXLASATER  advised  that  TOMMY  TULDOS  was  one 
of  the  first  salesmen  hired  by  DAVID  COLLINS  for  CL&L.   He 
has  furnished  TULLOS  cocaine  on  four  to  six  occasions\in 
bump  amounts.   TULLOS  has  given  him  cocaine  four  to  six 
times  in  bump  amounts.   These  occasions  usually  occurred 
during  social  events  or  at  the  office. 

He  stated  that  his  first  association  with  REGGIE 
TAYLOR  occurred  at  BENNIGAN'S  Restaurant  during  a  time 
when  a  number  of  the  employees  from  his  office  were  together. 
DAVID  COLLINS  was  present  with  his  wife,  and  REGGIE  TAYLOR 
wanted  to  dance  with  her,  which  caused  DAVID  COLLINS  to 
almost  go  berserk.   His  next  meeting  came  one  month  later 
in  1982  when  DAVID  COLLINS  brought  REGGIE  TAYLOR  to  his 
office  and  advised  him  that  REGGIE  TAYLOR  had  been  hired 
•r  r  r?!>?m?-  bw  CLfT  .   RECOTF  TAYLOR  w**  an  instant  success 
as  s  salesman,  but  as  his  continued  use  of  cocaine  grew, 
his  work  habits  deteriorated.  y 

him  one  gram  ai   cocaine  on  one  occasion  but  LlidL  he  fias 
given  hin  bump  amounts  four  or  five  times  when  at  REGGIE 
TAYLOR's  apartment  at  the  BRIGHTWATER  Complex.   He  stated 
he  has  never  seen  large  quantities  of  cocaine  at  TAYLOR's 
apartment,  but  he  socialized  with  TAYLOR  on  a  limited  basis. 
Housing  for  TAYLOR  was  not  furnished  to  him  by  the  company. 

Mr.  LASATER  said  that  he  was  responsible  for 
introducing  RECGIE  TAYLOR  to  JAY  CAMPBELL,  who  is  a  deputy 
for  the  Pulaski  County  Sheriff's  Office.   He  recalls  that 
REGGIE  TAYLOR  bought  a  car  from  JAY  CAMPBELL,  out  apparently 
REGGIE  did  not  make  the  payments,  and  JAY  CAMPBELL  repossessed 
the  car.   He  has  never  told  REGGIE  TAYLOR  to  buy  a  car 
from  JAY  CAMPBELL  and  knows  nothing  further  surrounding 
the  cfr-cgumstances  concerning  CAMPBELL'S  selling  TAYLOR 
the  vehicle.  \ 
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Mr.  LASATER  advised  he  has  known^JAY  CAMPBELL 
•ince  ne  was  Yl   or  14  years  old  as  CAMPBELL  vas  a  friend 
of  TOMMY  VANCE,  the  son  of  DAVID  VANCE,  who  was.  an  employee 
of  his.   VANCE  was  his  trainer  during  the  time  Chat  he 
was  in  the  thoroughbred  racing  business.         \ 

JAY  CAMPBELL  has  never  furnished  LASATER  any 
Information  regarding  any  investigation  in  which  CAMPBELL 
was  involved,  either  with  the  Drug  Enforcement  Administration 
(DEA)  Task  Force  or  the  Pulaski  County  Sheriff's  Office:. 
CAMPBELL  has  commented  that  he  thought  the  investigation 
surrounding  him  (LASATER)  was  "chicken  shit." 

CAMPBELL  has  flown  on  his  plane  on  two  occasions 
which  he  can  recall,  the  first  being  the  Arkansas  Razorback 
game  against  the  University  of  Mississippi  at  Jaclcfion, 
Mi  ssissiTJoi  .  and  the  second  being  the  World  Series  game 
in  St.,  Louis,  Missouri,  between  tne  St.  louu  C«rdin»i» 
anc  tne.  Kansas  City  Royals  in  Cctouer  1935.  . 

Mr*.  LASATEP.  stated  that  rsssrd-fng  any  informa-tion 
per taining\to\investi gat  ions  nnrronnfjinf;  hjja&elf  h"  h-"i 
been  advised^by  GARY  TIPPIT.  DICK  MOORE.  GEORGE  LOCKE, 
and  JAY  DE  HAVEN  to  watch  out,  slow  down  the  parties,  and 
that  most  of  it  was  just  rumors.   He  stated  that  he  slowed 
down  on  attending  parties  and  hired  a  private  investigator 
to  conduct  sweeps  for  listening  bugs  at  his  home,  his  office, 
and  especially  at  Apartment  12B,  QUAPAW  TOWERS. 

He  first  learned  that  JAY  CAMPBELL  was  associated 
with  the  DEA  on  the  plane  trip  to  the  Arkansas/Ole  Miss 
foot-ball  game  at  Jackson,  Mississippi,  in  1985~when  it 
was  mentioned  by  CAMPBELL  himself. 

However,  CAMPBELL  had  told  him  that  as  an  officer 
with  the  Pulaski  County  Sheriff's  Office  he  had  been  watching 
him  (LASATER)  in  cmmeiilun  with  liib  uf fl-lar-~outies  but 
that  he  found  that  there  was  not  enough  there  to  malre  a 
case.  \ 

\ 
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\ 
Octrer  Individuals  who  had  flown  with,  him  on  the 
previous  two  plane  trips  mentioned  herein  were  TOMMY  rllTCHUM; 
LARRY  DILL':  Mr.  CHAMBERS,  Arkansas  State  Police;  JAY  CAMPBELL: 
and  KERRY  THOMAS.  Pulaski  County  Sheriff '■  Officer  Mr,.  LASATER 
identified  TOMMY  M1TCHUM  as  a  state  representative  who. 
had.  been  introduced  to  him  by  GEORGE  LOCKE  several  -years 
sgo  and  that  M1TCHUM  would  stay  at  the  company's  BRIGHTWATER 
APARTMENTS  when  MITCHUM  was  in  town.   He  denied  ever  loaning 
JAY  CAMPBELL  or  LARRY  DILL  any  money  in  the  past. 

Regarding  other  law  enforcement  personnel,.  Mr.  LASATER 
stated  that  he  was  familiar  with  MIKE  MAHONE.  Arkansas 
State  Police,  and  that  on  the  weekend  of  July  4,  1985, 
MAHONE  and  his  wife  SHIRLEY  stayed  in  a  condominium  at 
the  ANCEL  FIRE  RESORT,  New  Mexico.   The  condominium  in 
■.hi-.!.  ;i\K?"T  *~-  ^'.3  -■;  f c  -ts"=d  b;!cr;  =  ?  to  LTT  GT>RP0SAfTON. 
whisr-  *s  a  ccr^erstlon  set  up"  for  his  (LASATER '-si  children, 
and  that  MAHONE  did  not  have  to  pay  for  staying  in  this 
condominiums  He  does  not  recall  who  paid^-MAHO"*"'         _ 
his  wife's,  flight  fares  to  the  ANGEL  FIRE  RESC 
that  LASATER^  AND  COMPANY  may  have  paid  for  Llie~  '  _ 

flight.  _ 


He  first  met  MAHONE  when  MIKE  MAHONE 
him  during  the  SAM  ANDERSON  investigation.   The 
took  place  at  the  office  of  SKIP  DAVIDSON,  Attoi 
represented  him  at  the  time. 


/ 

/ 


Since  that  time,  MAHONE  has  been  in  frt 
contact  with  him.   On  one  occasion,  MAHONE  reques        ...ance 
in  Trying  to  find  someone  to  purchase  a  home  whicn  Belonged 
to  MAHONE.   MAHONE  told  him  that  the  home  was  appraised 
at  $70,000.   As  a  result,  he  requested  BILL  MC  CORD,  an 
employee  of  LASATER  AND  COMPANY,  to  look  at  the  house.   Mr.  LASATER 
staxed^chat  he  requested  MC  CORD  to  buy  the  house. \and 
the  house  was  purchased  for  $60,000,  but  a  lot  of  rep  iirs 
had  to  be  done.   MC  CORD  did  the  repairs  and  eventually 
solid  the  house,  but  MC  CORD  lost  approximately  $6,000. 
Mr..  LASATER  said  that  he  promised  MC  CORD  that  he  would 
mate  gooc    on  MC  CORD'S  ioss,  but,  to  date,  he  has  not  repaid 
MC  CORD. 

!  ' 
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As  .he  recalls,  MIKE  and  SHIRLEY  MAHONE  then  moved 
inco  a  nous*  in  Jacksonville,  Arkansas.       \     \ 
/  \ 

/MAHONE  would  be  a  frequent  caller  at  th-e  LASATER 
AND  COMPANY  office  and  seemed  to  pu6h  to  ingratiate  himself 
to  LASATER.   On  one  occasion,  MAHONE  met  him  at  the  LASATER 
AND  COMPANY  office  and  asked  questions  about  former  employees 
by  the  names  of  GEORGE  IRWIN,  WES  MOODY,  and  ERICK  WESTERMAN, 
but  he  did  not  recall  at  this  meeting  if  MAHONE  mentioned 
anything  concerning  the  present  ongoing  investigation. 

However,  during  subsequent  meetings  with  MAHONE, 
MAHONE  would  indicate  to  him  that  everything  was  okay. 

Sometime  during  the  summer  of  1986,  MAHONE  indicated 
to  hie  that  he  would  be  in  Chicago,  Illinois,  and  he  met 
with  MAHONE  and  GEORGE  LUCkL  tor  Dreaicrast  in  Cnicago.   Even 
tnougn  he  cannot  recall  specifics,  the  investigation  that 
is  currently  being  ccr.c'jctec*  concerning  himself  was  discussed. 
He  recalls  that  MAHCNE  advised  that  it  »ss  a  task  forci 
investigation; and  that  when  questions  wptp  ai.ked  of  MAHONE 
he  would  reply, "Looks  like  it,"  "Might  be."   He  does  not 
recall  if  MAHONE  mentioned  J.  N.  "DOC"  DE  LAUGHTER  specifically. 

Mr.  LASATER  advised  that  during  the  occasions 
when  MAHONE  had  interviewed  him  concerning  the  SAM  ANDERSON 
cocaine  investigation  he  admitted  to  MAHONE  that  he  had 
done  cocaine  with  ANDERSON.   There  were  no  other  law  enforcement 
officers  present  during  the  interview,  and  he  was  never 
called  as  a  witness  during  the  SAM  ANDERSON  trial. 

Mr.  LASATER  stated  that  MIKE  MAHONE  arxanged 
through  him  to  obtain  a  loan  in  the  amount  of  $25,, 000  in 
which  MAHONE  indicated  that  the  money  would  go  for  renovation 
of  his^mother's  residence  in  Chicago,  Illinois.,  MAHONE 
did!  notpersonally  Bake  the  loan  but  arr4nged"~to  have  the 
loan  made  in  his  sister's  name.   At  the  time,  his  sister 
resided  in  Atlanta,  Georgia,  and  the  renovation  was  to 
be  done  on  a  house  in  Chicago.   Mr.  LASATER  said  that\he 
arranged  to  make  the  loan  to  MAHONE  in  a  rounabouc  uay 
and  Chat  he  approached  a  friend  of  hi6  by  the  name  of  JOHN 
FURiNUNC  to  make  a  $25,000  loan  on  a  90-  to  120-day  note. 
Mr.!  LASATER  said  that  payment  on  the  note  was  made  by  the 
sister  on  only  approximately  two-thirds  (2/3)  of  the  interest 
and  that  efforts  to  get  MAHONE  or  his  sister  to  pay  the 
note  met  with  negative  results.   Mr.  LASATER  advised  that 
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he  personally/loaned  FURNUNC  $7,500  to  make  Bvpaymenx  on 
the  principal  of  the  note,  but  later,  he  personally  paid 
off  the  note  which  had  been  arranged  by  and  drawn  up  by 
an  attorney  friend  by  the  name  of  LARRY  COLLINS  in  Ocala. 
Florida . 

Mr.  LASATER  advised  that  as  recently  as  eight 
months  to  one  year  ago,  MIKE  MAHONE  has  shown  him  papers 
or  reports  of  official  state  police  documents  regarding 
the  state  police  investigation  of  this  matter,  but  he  does 
not  recall  the  specifics  at  this  time. 

He  recalls  MAHONE  being  very  persistent  about 
the  loan  but  that  MAHONE  never  threatened  him  in  any  way. 
Mr.  LASATER  said  he  felt  that  MAHONE  had  contacted  him 
.wc.j.-  +um    i~,,,  H?  .  ft-^.n^   bur  h*    dASATER)  wasafra.id 
that  *  personal  loan  from  him  would  reflect  untavoraoiy 
on  himself  (LASATER).  y 

NI;,was  MAHCNE  who  suggested  tr>.a:  the  loan  be" 
made  to  his-  sister  because  he  (LASATER-) — refused  Lu  make 
it  directly  "to  MIKE  MAHONE.   During  the  period  of  the  note, 
efforts  were  made  to  have  MIKE  MAHONE  contact  his  sister 
to  see  if  there  could  be  some  type  of  payment  made,  but 
this  was  unsuccessful. 

Mr.  LASATER  said  he  initially  tried  to  obtain 
the  loan  through  JERRY  CONDLIK,  a  Chicago  customer,  but 
after  Mr.  CONDLIK  had  someone  to  look  at  the  house,  he 
refused  to  make  the  loan. 

Mr.  LASATER  advised  that  in  a  meeting  with  MAHONE 
in  the  summer  of  1986  in  Chicago,  Illinois,  MAHONE  furnished 
him  information  on  how  to  protect  himself  from  the  investigation. 
He  stated  that  MAHONE  said  to  be  careful  who  you   are  with 
and  do  not  use  cocaine.   He  advised  LASATER  to  keep' a  diary 
regarding  hour-by-hour  contacts  and  made  a  suggestion  that 
it  would  be  a  good  idea  to  contribute  to  the  CYST  HOUSE. 
Mr.  LASATER  said  that  CEORGE  LOCKE  was  present  during  this 
meetiog~and  that  LOCKL  met  with  fiAHUNL  later  that  same 
day. 
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Mr,/ LASATER  said  he  recalls  in  othex  meetings 
with,  MAHONE7 that  MAHONE  had  displayed  to  him  a^iedger.  sheet 
which  reflected  checks  that  had  been  paid  to  HERBIE  DOUGLAS 
and  PAULA  COLLINS.   He  surmised  that  it  was  a  ledger  sheet 
reflecting  personal  transactions  by  DAVID  COLLINS.   There 
were  two  or  three  copies  of  the  list,  and  they  were  handwritten 
with  the  naae,  the  check  number,  and  the  amount  on  the 
ledger  sheet. 

He  recalls  that  during  one  of  the  meetings  in 
Chicago  with  MAHONE,  MAHONE  made  available  to  him  a  beeper 
to  use  in  case  he  had  to  get  in  touch  with  MAHONE.   The 
beeper  was  never  used  and  was  eventually  packaged  and  given 
to  Attorney  DICK  MOORE. 

"-.  L^E1.?!"  -?:  r rrr'ed  zhsi    57LL  MC  CORD  rurrhasMi 
MTVE  ^AHO^E '  s  house  •£  his  insistence,  and  it  was  just 
to  help  out  MIKE  MAHONE.  /-' 

\In  relation  to  MIKE  MAHONE,  Mr.  LAS  ATE?,  said 
he  had  recently  received  a  letter  f rou-MAHUNt  III  wmch 
MAHONE  wished  hin  good  luck  and  told  him  to  "hang  in  there" 
and  that  he  (MAHONE)  was  not  too  proud  of  law  enforcement 
during  this  tine. 

Mr.  LASATER  stated  that  there  were  no  improprieties 
regarding  his  association  with  TOMMY  ROBINSON,  U.S.  Congressman. 
and  that  he  was  a  contributor  to  Mr.  ROBINSON's  campaign 
for  Congress.   He  also  contributed  to  Mr.  ROBINSON's  campaign 
for  Pulaski  County  sheriff.   He  explained  it  was  always 
the- legal  amount  that  was  allowed  by  law.     \\ 

Mr.  LASATER  denies  any  improprieties  surrounding 
hie  association  with  Judge  ALAN  DISHONCH,  Municipal  Court 
Judge  .^Little  Rock,  and  to  his  knowledge.  Judgje-  DISHONCH 
has  never  visited  the  ANCEL  FIRE  RESORT  in  New  Mexico  as 
he  is  aware  that  DISHONCH  has  his  own  place  at  Taos, \ New  Mexico. 
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The  only^favor  he  has  asked  DTSHQNCH  to  oo  for 
hio  wm  to  marry  JAY  DE  HAVEN  and  his  wife.\.      \ 

/     He  Is  unaware  of  any  accivicies  or  associations 
which  CHUEK  BERRY  has  with  Judge  ALAN  DISHONCH  but  indicated 
that  most  of  the  employees  in  the  Municipal  Court  "Building 
are  black  females  and  that  Mr.  BERRY  may  have  some  association 
with  someone  there.   He  has  contributed  to  Judge  DISHONCH' s 
political  campaigns  in  the  past  but  always  within  the  legal 
amount  allowed  by  law. 

Mr.  LASATER  denied  that  there  were  any  payoffs 
made  to  Judge  DISHONCH  surrounding  an  incident  which  occurred 
with  HOLLY  HORNIBROOK,  who  is  the  daughter  of  a  probation 
officer  for  the  city  of  Little  Rock. 

Mr.  LASATER  stated  he  is  familiar  with  LARRY 
KUSLfifxELD,  wnoo  ne  met  £ol  tu«  i*7»C  LiStc  bi.   ■ •*««-  '.ci:  i 
tvt  poi-ty  xouz  year*  ir,  Ajper.,  wCczjcc.   ..r.  /m»2^.  «^__ 
was  the  bartender,  and  he  was  also  a  sslesssn  who  worked 
in  s   ski  ahes  in  Assen.   Mr.  ROSENFIELD  -*^  presently  an- 
employee  of,  LASATER  AND  COMPANY  but  wns  prcYinii'ily  amplfiyrfl 
with  CL&L.  Tte  advised  that  Mr.  ROSENFIELD  has  furnished 
his  cocaine  in  the  past  but  does  not  recall  ever  purchasing 
cocaine  from  ROSENFIELD.   ROSENFIELD  has  given  him  cocaine 
on  three  or  four  occasions  in  bump  amounts.   During  one 
of  the  parties  in  Aspen,  Colorado,  there  was  cocaine  in 
the  house,  and  the  party  was  attended  by  approximately 
eighty  (80)  to  one  hundred  (100)  people.   During  this  period 
of  time,  he  (LASATER)  had  in  his  possession  one  to  two 
grams  of  cocaine.   He  stated  the  cocaine  was  especially 
for  JJAVID  COLLINS.  CEORCE  LOCKE,  and  himself.  r\ 

He  has  seen  ROSENFIELD  in  possession  of  as  much 
as  one-half  (%)  gram  of  cocaine.  \ 


Mr.  LASATER  Identified  WALTER  WEST  at"  a  former 

salesman  for  CL&L  who  always  had  cocaine  in  his  possession. 
He  has  purchased  cocaine  from  WALTER  WEST  a  minimum  of 
three  to  four  times  and  usually  in  gram  amounts  ranging 
in  the^neighberheod  of  $100  per  graa. — Mri  WEST  has  given 
him  cocaine  in  bump  amounts  approximately  ten  times  during 
parties  at  Mr.  WEST's  house  and  at  parties  conducted  at 
Apartment  12B.  QUAPAW  TOWERS.   He  is  a  close  friend  of 
LYNK'KEMPNER  and  CURTIS  MC  CLENDON.   Mr.  WEST  left  the 
employment  of  CL&L  in  the  early  fall  of  1983  or  January  1986. 
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Mr.  LrfSATER  identified  MICHAEL  STANDRIDCE' as 
an  individual"  who  wac  enployed  by  CL&L  and  transferred 
to  tbe  Florida  office  and  who  stayed  one  year  alter  DAVID 
COLLINS  left  the  coopany.   He  stated  he  bought  cocaine 
In  small  amounts  approximately  three  times.   It  wm  usually 
in  gram  amounts  for  which  he  had  to  pay  S100  to  $125  for 
each  gram.  Mr.  STANDRIDCE  has  given  him  cocaine  two  ot 
three  times  in  busp  amounts.   He  denies  ever  pooling  money 
with  GEORGE  LOCKE  and  DAVID  COLLINS  in  which  the  money 
was  given  to  MICHAEL  STANDRIDCE  in  order  to  purchase,  a 
large  quantity  of  cocaine. 

Mr.  LASATER  denied  ever  knowing  DAVID  GINCRASS 
and  denied  ever  purchasing  cocaine  from  GINCRASS. 

Mr.  LASATER  said  that  one  of  the  largest  amounts 

:jc"V»2?j  air  f"-r:'rr"thc"s-j==sr  ef  I9«i  in  vhic*  TONY  ALADINE 
attended  a  party  at~Mr.  LASATER's  house  and  had  a  bag  of 
cocaine  s.tuMed  in  the  top  of  his  boot  iw  which  he  would 
estimate  was  approximately  three  to  four  ounces.   Mr.  La£aTI~. 
recalls  telling  ALADINE  to  leave  the  paiiy,  and  as  he  recalls. 
ALADINE  was  eventually  prosecuted  for  something  unrecalled 
within  the  recent  past. 

Mr.  LASATER  advised  that  he  is  a  personal  friend 
of  JOHN  Y.  BROWN ,  former  governor  of  the  state  of  Kentucky, 
and  the  owner  of  the  KENTUCKY  FRIED  CHICKEN  franchise.   He 
first  met  BROWN  through  his  association  with  the  PONDEROSA 
Steak  House,  and  their  mutual  friendship  with  JIMMY  LAMBERT, 
Lexington,  Kentucky.  _ 

Sometime  after  1982  and  possibly  before  August  1983, 
Mr.  LASATER  said  he  was  contacted  by  JIMMY  LAMBERT  who 
told  him  that  JOHN  Y.  BROWN  had  taken  SI  million  ft)  cash 
out  of^a.  hanW  In  Florid*  and  char  nn  enh  rT«nx4»nr.  report 
had:  b-en  filed  on  the  amount.   As  a  result,  BROWN  needed 
$300,000  In  cash.   Mr.  LASATER  said  he  made  efforts  to 
help  BROWN  and  contacted  BENNY  RYBURN.  SR .  .  in  Warrens 
Arkansas,  who  ownc  a  bank.   He  was  advised  by  RYBURN  Co 
go  to/ "UNION  NATIONAL  BANK  in  Little  Rock  and  obtain  the 
$300,000  from  BOB  CONNER.   Mr.  LASATER  advised  that  he 
signed  a  personal  note  for  the  amount  but  that  when  he 
went.'  to  pick  up  the  cash  he  was  requested  to  sign  a  cash 
tran-sient  report,  which  he  refused.   He  stated  Mr.  RYBURN 
had  the  cash  sent  by  BENNY  CALHOUN,  and  he  (LASATER)  signed 
a  note  for  the  amount  with  the  bank  in  Warren,  Arkansas. 
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flew  t&  Lexington, 
Kentuelcy,  ■nd/c^rned  over  the  money  to  JIMMY^ LAMBERT  at 
the  airport.,-' The  money  was  carried  In  a  paper  aack,.  and 
the  ,$300,000  amount  was  paid  back  within  aix  months  without 
any  payment  on  the  Interest.   Mr.  LASATER  said  he  paid 
the'  interest  on  the  amount  himself  when  he  paid  off  the 
$300,000  note.  \ 


When  the  note  was  due.  the  money  was  wired  to 
him  in  care  of  his  bank  account  at  what  was  then  FIRST 
NATIONAL  BANK  in  Little  Rock. 


Mr.  LASATER  advised  he  first  met  TONY  ANAYA  in 
October  1984  when  Mr.  ANAYA  wae  governor  of  New  Mexico 
and  was  a  guest  speaker  at  a  barbecue  during  the  inaugural 
opening  of  ANGEL  FIRE  RESORT  in  New  Mexico.   Mr.  ANAYA 
has  never  done  him  any  personal  favors  even  though  he  may 
i-..,  y?5—  r ? »"- r :  b I  r  '--  blcrktr""-1""  :  rcsd  b;tvJ***>  M?r° 
srd  B>3c£  Lake.  New  Mexico.   It  "as  not  done  a*  a  favor 
to  him.   The  road  was  paved  sometime  during, -the   aummer 
of  1963,  ana  even  though  it  benefited  employees  of  ANCEL 
FIRE,  these  were  no  improprieties  on  bis  part  or  the  governor's 
part.     ^s/  

He  explained  that  the  8,900-foot  runway  at  the 
ANCEL  FIRE  RESORT.  New  Mexico,  was  already  under  construction 
when  he  purchased  the  resort.   There  were  110  acres  donated 
to  the  county  during  the  construction  of  the  runway,  but 
there  were  no  improprieties  on  his  part  or  the  governor's 
part  regarding  this  transaction. 

Mr.  LASATER  saya  he  does  recall  that_0DIS  ECKLES 
has  talked  to  Governor  ANAYA  about  a  consultant  job  upon 
the  governor' a  leaving  office  sometime  at  the  end  of  the 
year' 1986.   Mr.  LASATER  identified  ECKLES  as  a  consultant 
for  the  ANCEL  FIRE  RESORT  Company  but  that  nothing,  improper 
surrounded  hi  a  offer  to  fh>  governor. '    \ 

Mr.  LASATER  stated  CLARENCE  STRAHAN  was  am  employee 
who  formerly  worked  for  GEORGE  HALL  at  the  CAPITAL  CLUB 
in  Little  Rock,  and  he  became  familiar  with  STRAHAN  who 
workedasa  bartender  and  waiter  at  several  of  the  company 
parties.   He  personally  hired  STRAHAN  as  a  personal  valet 
on ! his  aircraft.  THE  CHALLENGER,  which  he  sold  in  December  1985. 
STRAHAN  started  his  employment  in  July  1984.   He  is  presently 
employed  as  a  salesman  for  LASATER  AND  COMPANY.   Mr.  LASATER 
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■cated  that  he  haa-*YetTCLARENCE  STKKHAMuae  cocaine  approximately 

five  times  and^cffat  STRAHAN  has  had  the  responsibility 

of  ho/lding  hi*  (LASATER's)  cocaine  on  numerooa  occasions. 

He  stated  that  CLARENCE  STRAHAN  has  bought  cocaine  for 

him  approximately  three  or  four  times  but  that  the  money 

used  for/the  purchase  always  came  from  himself.   \ 

Mr.  LASATER  admitted  doing  cocaine  with  CEORCOE 
HALL  and  HERBIE  DOUGLAS  in  the  past,  with  one  of  the  occasions 
occurring  at  the  KING  ARTHUR'S  CLUB  on  Markham  in  1982 
or  early  1983.   He  did  not  recall  to  whom  the  cocaine  belonged 
at  the  time. 

He  is  familiar  with  LARRY  KELLY,  but  he  has  never 
done  cocaine  with  KELLY,  and  he  has  never  given  KELLY  any 
cocaine. 

of  BUB  GOY.   Mr.  LASATER  advised  that  he  has  started  cocaine 
with  DON  BJU2AN0WSKI,  who  worked  in  the  Fort  Lauderdale. 
Florida  ,v  office.   Ke  snorted  cocaine  witri^him  on  one  qt 
two  occasions  and  has  given  him  cocaine  is  bump  amounts. 

HeMs  only  slightly  familiar  with  OMAR  BUTTARI 
as  BUTTARI  worked  in  the  Fort  Lauderdale,  Florida,  office. 
He  had  no  drug  dealings  with  BUTTARI. 

He  is  familiar  with  TOM  CARTER,  with  whom  he 
has  snorted  cocaine  on  several  occasions  in  which  the  cocaine 
would  be  both  his  and  TOM  CARTER'S  at  the  time. 

Mr.  LASATER  related  that  he  has  given  PAULA  COLLINS 
cocaine  ranging  from  fifteen  (15)  to  twenty-five  (25)  times 
in  small  amounts.   He  denied  ever  ordering  CHUCKS  BERRY 
to  give  PAULA  COLLINS  cocaine  but  was  aware  that  BERRY 
had  given  her  cocaine  in  the  past.   He  knows  PAULA  COLLINS 
as  beige,  the  former  wife  of  DAVID  COLLINS.    ^      \ 

Regarding  ROCER  CLINTON,  Mr.  LASATER  advised 
he  met  CLINTON  through  MITCHELL  WOOD  sometime  around  1981 
or  1982  during  the  time  CLINTON  played  in  a  band  in  the 
Hot:  Springs  area. — CLINTON  Was  employed  by  him  at  one  time 
in  which  Covernor  BILL  CLINTON  requested  LASATER  to  hire 
hin.  /  ROCER  CLINTON  was  employed  as  a  stable  hand  at  his 
Ocaila.  Florida,  horse  farm.   Mr.  LASATER  stated  he  has 
done!  cocaine  with  ROCER  CLINTON,  and  they  have  shared  their 
personal  supplies  of  cocaine  as  each  of  them  always  had 
It  with  them. 
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In  regaxd'to  the  S8.000  loarT-made  to  ROGER  CLINTON, 
Mr.  LASATER  advised  that  ROGER  CLINTON  approached  him  about 
borrowing  SLfif.OOO  or  $20,000  as  Mr.  CLINTON  "explained  that 
someone  had  stolen  his  stash  of  cocaine  which  belonged 
to  SAM  ANDERSON  at  the  time.   The  cocaine,  as  he\ recalls, 
was  supposed  to  have  been  in  a  car  that  was  broken  into. 
He  advised  CLINTON  came  to  him  and  said  that  someone  was 
putting  the  heat  on  him  and  something  might  happen  to  his 
brother  and  his  mother.   The  loan  was  not  for  that  large 
amount,  but  he  consented  to  loan  CLINTON  $8,000.   He  did 
not  handle  the  transaction  personally  but  thinks  that  it 
was  taken  care  of  by  one  of  his  employees  in  the  company. 
The  transaction  was  done  with  a  check,  and  it  was  requested 
that  CLINTON  turn  over  his  car  title  for  collateral.   He 
denied  ever  buying  cocaine  from  ROGER  CLINTON. 

LASATER  may  have  met  MAURICE  RODRIGUEZ  on  one 

s-i'Tsas.   It  w;r  rcssib!"  during  the  serine  of'  1983. 


\  Mr.  LASATER  related  that  he  wojji'd  estimate  r£st 
his  company  has  contracted  with  the  state  of  Arkansas  jess 
than  one-teoth  (1/10)  of  1*1  of  the  bond  business^   He  denied 
any  allegation  of  improprieties  regarding  himself  or  his 
company  with  the  governor  of  Arkansas,  BILL  CLINTON. 

He  advised  that  BILL  CLINTON  had  been  at  his 
house  on  one  occasion  for  a  Christmas  party  and  was  there 
only  thirty  (30)  minutes.   He  also  attended  a  Christmas 
party  at  the  LITTLE  ROCK  COUNTRY  CLUB  and  was  there  approximate^ 
thirty  (30)  minutes.   He  was  present  for  the  opening  of 
PULLEYBONE'S,  a  local  restaurant,  and  was  there  approximately 
thirty  (30)  minutes  also.  \\ 

\\ 
Concerning  the  contract  surrounding  the  bond 

Issue  pertaining  to  the  communication  system  for  the  Arkansas 
State ^Calice.  Mr.  LASATER  advised  that  representatives 
of  the  E.  F.  HUTTON  COMPANY  represented  LASATER  AND\COMPANY 
during  meetings  with  the  CLINTON  staff.   There  were  no 
improprieties  surrounding  these  meetings,  and  very  few 
people  associated  with  LASATER  AND  COMPANY  had  anv  dealings 


with  Mr.  CLINTON'S  personnel 
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LASATER  advised  he  is  famiT*«r  with  CINDY 
TIPPIT  who  ^employed  by  LASATER  AND  COMPANY"  •  "J" 

II".LI.«°ti*ixS  «£  CORD  «d ^.^tato'cuS K" iftK 

of  cocaine. 
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The  Honcracla  3:11   Clinton 
Governor  or'  Arkansas 
Stata  Caoitcl    3uilcmg 
Little  3cc:<,  Arkansas*  72ZC1 

Dear  BlfT: 

I:  was  a  oieasure  to  see  you  yeszarsay  a"  Che  Hot  Scr-ncs  "Chr-s~as 
to  Share'1  F-ocrtm  and  to  visit  wit.n  ycu  ay  taleoncne  iast  i;crt. 

We  wanted  to  follow  uo  wis?  tne  eetails  of  our  ccrve-saticn  in  t.iis 
cor-«sooncenca.     Wi -h  regard  to  ae  cisoersal   of  tne  securities  ownec 
by  Mount  ftocc  Pension  Funs,     National    Investors  Lira  I.isursnca  arc 
National    Investors  Pension  F-j.nc,  we  nave  been  worxinc  lanc-in-nani 
wit.n  their  oertcnnel    toward  an  ortariy  sale  of  their  naici.ncs  anc, 
in  fact...  we. .na,n.d1.ec_^h.e _fj rs^.jsac8_sf— ae-i-l ssersaJ  -:n_to«!nse- 
wnen  we  oarticioatac   in  the  licui  cation  of  S3C  .Hi  11  ion  of  Illinois 
bones.   ~ne  Cotrcanies  nave  beer  our  clients  for  cuita   sonie  time  anc 

Our    aCOOunt    r«?r«»»Ti"v«    »"•    '/•"/    familia-   w>  *~     *•<«    ?T"~~?  * '  TS 

wnic.n  is  extremely  imcortant  in  tne  sales  ir^czsi. 

It  is  our  beliaf  t.nat  an  orderly  cisoersal  of  t.nesa  sacur-tias  w;71 
benefit  t_ne  rclicy  hclaers  arc  t.ne  s  nare.no  lca-s  of  t.nase  Ccraanes; 
.Serecy,  benefiting  Arxansas  cititans  the  .nest.     7c  cata,  "a  cr-scersa 
has  oetn  hanclec  with/in  tr.e  Stata;  therefore,  any  ga:rs  or  losses  nave 
remained  in  Arxansas. 


~e-    3r<- 


cstor  anc 


As  we  aiscussac,  rjner  has  it  r_nat  co-nanacers  of  Fi 
Stacnens  Inc.  will  be  ascot ntac  tne  first  of  tne  year  to  consumata 
any  future  transactions  in  tne  oortfolio.  It  is  estixatac  tnat  tnera 
is  ascroxinataly  SI. 9  billion  of  dect  securities  which. if  is  exoectac 
will  be  sole,  anc  if  First  3cston  is  acoemzac,   it  Will  mean-  tnat  a 

Knowing  r_hat  we  have  tne  same  dedication  to  the  Stata  of  Arxansas,   I 
do  not  believe  that  you  will  want  tms  to  haocen.     r.c*e>rer,  we  do- 
understand  tne  oroolems  wmen  you  faca  at  the  Insuranca  Csnmssion; 
and  aTe~ccgr:i 'tint  !hai  ycu  may  nave  aimcuity   in  maintaining   tne 
status  quo  as  far  as  the  disoersal   is  concerned. 

Faced  wit-h  that  reality,  we  hece  t.nat  you  will  be  able  to  take  the 
initiative  in  strongly  suggesting  that  Lasatar  i  Ccmcany  may  be 
induced  with  rirst*3oston  anc  Staonens  Inc.  as  a  tiiiri  co-*anacer. 
This  would  mean  that  a  majority  of  tne  business  would  stay  in  Arxansas. 
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Wit"  recarc  a   the  :carf  or'  the  Arkansas  Housing  and  Oeveiocsent  Agency,   it  is 
our  understanding  that  the  chairmanship  rotates  annually.     8asad  on  this  under- 
standing, we  would  like  to  reccamend  our  mutual    friend  George  Orient  for  the 
c.nairmansmo.     Gecrge~has  e.xaressed  an"  rrfta^esc  in  the  chairmanship  and  we 
believe  that  he  waul'c  taice  the  time  anc  cevota  the  energy  necessary  ta  do  a 
good  joa. 

\  i  I.i  addition,   it  is  cur  understanding  that  t.nere  vrrll   be  vacancies   i.i  January 

'     on  CM  AhCA  Soars  arc  *e  would  like  tc  strongly  reccssiend  Caie  Taylor,  an  attor-ey 

with  First  Ccnsiercia7  Mortgage  Cancany.     His  background  and  orcfessional   caoaei:ic:as 

rnaxa  tin  particularly  suitsc  for  ser/ice  on  this  Agency  Bears. 

Curing  the  recent  Scecial   Session,   legislation  passed  creating  a  ccmmssian  tc 
[    st-cv  the  possibility  of  cresting  an  agency  similar  tc  the  AHCA  tc  cc  puoiic 
\    L  sc.nccl   financing.     We  would  lilce  tc  reccmnend  Mic.naei  Drake,   Vica  5-ssiae.nt  cf 
V. '•'*  s-joiic  Financa  it  Lasacar  i  Ccmoany  tc  serve  on  the  Ccmnissicn.     Michael  was 
vA  Sera  at  Jccscr.ia,  Arkansas  ana  his  uncergracuata  degree  is  from  Harcing  College. 
»/A Michael  cic  his  cracuaca  war*  at  Wavne  Scata  University  in  Uraan  Planning  ano 
\\riscai  Affairs  anc  ocst  graduate  wc'r<c  at  Si  Harvara-*!?  Joint  Canta-  for  Urtar 
Stucies.     With  his  ec.:c2tiona2_bacxcrcunc  and  his  knowieace  of  Arkansas  anc 
fiscal  matcars,  we  believe  he  is  perfectly  suitac  for  the  Ccnmissicn  ana  that 
he  will  «aka  a  s  i  g.n  i -i  ca.nt  contribution. 

Finally,  let  ne  again  say  that  t.ne  insurance  Ccnxames'   dispersal  of  its  neiomes 
is  »er/   isjocczsnt'tc  us  ana  we  sincere:;/  ncce  "at  cnere  is  seme  wa7-c:  maxa 
certain  tr.at  we  cc  net  lose  our  acsiticn. 

Again,  we_accreciata   /cur  able  asi'stanca.  — 


Sine' 


Wt 


Oan  R.  Lasatar 
ORL/1 s 


cc:     Maurice  Smith 
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GEORGE 
TJ 

STEPHENS 
LASATE* 

pruoenhial 
first  boston 

LAZARO    FREP.fS   00 
CHASE  /      OU 

COLLINS        /        OU 
HORWESH       / 
RERRIL  ' 


TJ  I 

STEPHENS 

GEORGE  I 

CREWS 

HERRIUJ 

CITICORP 

LASATEK1 

LUUU 

POWELL 

FIRST  BOSTON 

EDWARO   HOMES 

AG   EDWARDS 

1ST  CONN 

LEHNAH   MO 

CHEMICAL 

HOWARD    | 

SINNONSl 

SABRItLE 

PAINE 

HILL        I 

SHEARSC* 


405,189.527 

1,405,140.517 

849.989.010 

>95.B79.84A 

IV        5K, 750. 000 

\349>*30,000 

N07.09V010 

iw^iooo 

16O.0OOXXX) 
88.134 
84,564.844 
80.294.844 
74.8SA.844 
50.000.000 
I7.9J0.0OO 

19. 024. 146 

17.550.000 
17.550.000 
16.095.000 

15.280.000 
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Dan  R.  Lasater 


The  Honorable 

Bill  Clinton 

Governor 

State  Capitol 

Little  Roclc,  Arkansas 

Dear  Governor: 


January  23,  19c 5 


72201 


Since  our  January  ^, 
for  the  Special  Winter 
your  inaugural  activiti 
to  again  wish  you  well 


.^...f «  „,.  ,»,.,.  »^..,a»i 


1965  meeting  I  have  been  to  Angel  Fire 

Olympics .   I  am  sorry  to  have  missed 

s  and  want  to  take  this  opportunity 

in  this  term. 


sarior. Laf  January  k: JJL 


jus—lnder- 


standing  that  you  will  be  appointing  Donald  M.  Spears,  an 
attorney  in  Malvern,  to  the  Arkansas  Housing  Board  and  his 
appointment  will  endure  any  change  in  structure  of  the 


d  ga""' 


Members  of  my  staff  have  been  working  with  Bill  Wocdyerd 
and  others  in  that  firm  in  an  effort  to  help  workout  ftLnw- 
cing  details  to  assist  to  you  in  your  efforts  to  advance 
economic  development  in  the  State.  If  they  have  failed '"-in 
furnishing  the  information  you  need  or  if  you  need  addi- 
tional information  please  do  not  hesitate  to  call  me  or  have 
maurice  call  Patsy. 

ith  the  legislature  now  in  town,  I  know  yo^iSsSche'riule  is 
full,  out  I   always  enjoy  the  opportunity  to  vi^it  "WxSui  you 

d  xouid  invite  you  to  come  by  for  lunch  or  a  orinK  any 
time.  Nioo,  let  me  offer  our  offices,  cur  staff  oV  our 
lesovu^ess^to  you  for  the  entertainment  of  any  guesps  frc 
tjhe  Sta<e  oC  Arkansas  or  outside  of  the -State 


-^.^       3U  Louisiana  Street 

^**-*Lutlfc4tock.  Arkansas  7220 1 
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T  asarer  Si  Company 


INVEST 


M    E  M  T      BANKERS 


August   21.    1985 


Mr.    Paul  Young  ^^---"' 

Vice /President  ^ 
T.  y.   Raney  &  §etns  \       \ 

Investment  Bankers  -v      \ 

3600  Cantrell  Road  \      \ 

Pose  Office  Box  3647  \      \ 

Lictle  Rock.,  Arkansas   7Z-0J  ■,     . 

Re:   Arkansas  State  Police  Communications 

/     Financing  Expenses  \    \ 

I     /  \         \ 

|  Dear /Paul:  \ 

kasater  a  Company  submits  che  following  expenses  for  reimbursement 
;on  tjhe  referenced  transaction: 


Travel,  entertainment  and  miscellaneous ;   |   J50  00 
Legal,  organizational  and  miscellaneous.   . 

$27,250.00 
\ Total: 


'   / 


Thaniyou  in  advance  for  your  enthusiastic  support  of  our  efforts 


MJD/jp 


vi-  l_o.rn.aiu  iirm  •  Lulls  R^-    \"-"<^ 


■L 


141  %\    j^k.on  B.>u  .  Si..u-  •<><«   •  Onoatjo    III""' 


\ 
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-Didn't  have  lanje^cocaine  dealings 
With  Roger(CIiri  ton, lawyer  testifies 


HOT  Nl'fl INC8  —  Bam  Anilcraori 
Jr  ,  ■  llol  Spring*  !•*>«  chergr  ' 
wlili  distributing  cocaine  and  con 
■piracy  to  distribute  cocaine,  look 
In*  ((and  In  hie-  own  dilwit 
Wednesday  and  denied  allegation* 
lie  li*d  purchased  Ihouatnri*  nf 
dollere  -vorih  of  cocalna  from 
Roger  Clinton 

Uolh  (Ides  have  now  reded  and 
Ihi  c**«  will  go  lo  the  Jury  today 
Federal  Judge  0»:n  Harris  kept 
court  In  union  Wedneaday  tihlll 
•  fler  6  p  m  to  allow  the  defence  lo 
complete  II*  presentation 

The  government  haa  charged 
that  bat  wean  November  1083  and 
June  1084.  Anderaon  paid  132.000 
lor  cocalna  lo  Roger  Clinton,  who 
I*  the  younger  brother  of  Governor 
Hl|l  Clinton,  and  Maurice  Rod 
rlgiiet.  t  Colombian  national  living  . 
in  New  York  City   Clinton  haa  lae- 

Itlfled  he  waa  the  go  between  for  a 
majority  of  the  purch****   Clinton  i 

j*nd  Rodrlguei  have  pleaded  guilty 
lo  dntg  charge*  and  have  been  sail- 
lanced  lo  ledarai  prison  urmi  - 

flay*  wltawj***  lying 

Andaraon  admitted  that  lie  u»«d 
retrain*  and  «.«►  u  in  m.«H,  K..i 
|  k*io  n*  did  not  aall  the  drug  a*  •*  v- 
"--;!  T"rr-»"i  '.■<»•:  .  ii-r  jt' 
IWhan  Umted_  States  Attorney  W,_ 
JAes  lluichlnaon  aakad  Ander*on 
labour  aoma  *p«clflc  allegation*  by 
jwltneaaca,  Anderaon  aald  they  ' 
war.*  lying 

lie  aald  hi*  encalna  purcliaaea 
from  Clinton  ware  far  balow  I  ha 
flfuree  uaed  by  the  government 
and  that  tha  drug  wae  Intended 
only  for  hla  personal  use  Ander- 
■on  waa  aabed  by  Hutchinson  If  ha 
had  other  tourer*  for  cocalna  *nd 
h*  ssld  he  had  made  *mall  pur- 
chaeas  from  Curtl*  (Chuck)  Berry, 
who  laid  In  leatlmony  Tuesday 
that  he  waa  a  chauffeur  for  Dan  ' 
I  untr,  a  U:tla  Rock  buslnaeevl 
man.  lluichlnaon  aakad  Arulereon, 
,i_d — J — i — i -C;«m i-d 


If  he  ii*  J  n.    1 1  nonrcei  and  hs  said 
'nunenllii    .      ■  nets  mind" 

Andaraan  »*>il  lie  began  tielng 
cocaine  In  I  ..HI  ir  1083  end  h*  **ld 
It  w*a  Rog>  '  <  Union  who  had  flrat 
offered  hi..    Hi*  dnig    lie  aald  he 

■  ml  Cllnto-  »•••  e  long  lime  friend* 

■  nd  ofl*n  ii.  I  In  night  club*  In  Hot  - 
Spring*  *ni  II' tt  Ihe  ofler  nf  co 
catne  "»o.  i  I  usually  happen  lata 
In  the  i»e.lnk  (fur  we  had  bean 

i.  i.e  Mme  " 
I  idl  III*  consumption 
tin  retted  *nd  he  no 
i *  •  ini)  *n  affect  on  hla 
mi  tiying  to  go  nan 
H<e  clock,  and  It  be- 
ii p  with  me.    h«  leell- 


dated  for  a  lima  In  1083  "hi 
been  tnithful  with  thla  Jury' 


drinking  fi 

Andcrao 
nf  the  dn. 
tired  It  wt 
Health  I 
alop.  arnu 
gan  lo  cal> 
fled 

Anderto.i  luld  lit  had  met  Flod 
rlgiiet  (hr  m(Ii  Roger  Clinton  and 
■  nnther  f.  I.  n.l  Ijm  Crewi  lie 
itdl  he  w..a  I, >ld  llodriguet  waa  t 
chef  tnd  I u.ii  I. it  heme  wtt  Mau- 
rice Weal  An.ltraon  **iil  lie  had 
neve    .  pu.  •  li**ed :  cocalna     from 

liotirigiiei i  hadi  not  been  a  war* 

Rodrlguei  >.  .1.1  (he drug 

'"    '    '   M,  •ilu*' arrsagsd 

In  Ilia  a..miiar  »f  I  111.  Ander:. 
aon  ••!(<  Pi'Jcr  Clinton  eontscted 
him  and  loin  l.iin  that  ha  had  to  tee 
him    They   .n  .rigid  lo  meat  in  a 


bod    on    1  >■ 


aean  in  a  i 
.-.,.  .I.e.. 
--Aadareo 
that  he  in 
8tiie  roil, 
'he  waa  "vi 


Hamilton  bar  him 
•iiin  i  want  ■  •  >• 
place  with  Ander- 


at-i.l  Clinton  told  him- 
1-i.en  approached  by 
n.vtiilgdori  and  that 
■,  '.«ry  Irlahtaneil  * ' ", 
liitally  frl,  filmed  lo  .death,  '  IK 
aald  ClInK  .»  lul.irmad  him  that  thi 
Invaillgdi.i  j  ••enied  lo  ''act  up| 
thfea  nappio  —  Clinton  I  drug  »up : 
pilar,  Ahd.iri.'h  and  L*«ater  An) 
daraon  tall  th«l  during  the  Lakt 

llajnllton ling  h*  had  eeen  "*i 

unmarked    .••'   coming,  along    lh*| 
shoreline ."  ... 

After  tl,.,,  r,niv*r*allon,  Ander- 
aon aald  Cil.iiun  called  him  on  the 
phono1'  '"a, ,  i  i  tallied  .eitenatvfly 
atKiui  'ooc  ,,,i'i  It  we*  obvloti*  to 
ma  (hat  hi   .  ,u,l  been  Instructed  lo 


do  *o  "  *,  that  he  wanted  lo  Impli- 
cit* m*  over  the  telephone  "  I 

Andaraon   aald   thai   Qlhaj  Can- 
ad*.  23.  of  Hot  Spring!,,  whom  h* 

had  not  ' ' 
"|n  her  ' 
leaiimony   Canada  Ueillled  [Tuee-  ' 
—  day  that  *h*  tred-used  coeslna  that 
Anderaon  had  provided  ani  had 
■ecn  him  acll  the  drug  on  rwojocca-  - 
tlona.  He  aald  that  Cana4t  atcom 
panted  him  on  a  trip  lo  turape  In  '  - 
1083  and  that  lhair  reldldruhlp 
V«d  bean  "drained"  bafttrel  their 
departure  "and  In  EuropeV  II  got 
worae."  Ilaaald  that  haUrmlnaud  > 
their  reletlonehlp  becauaa  Canada  < 
"had   a  bad   habit  of  consuming  I 
large  quantities  of   alcohol,  «u  " 
abrasive  and  violent."-  ,i       ,  '  , 

Trie*  to  show  wbaraabvuu 

llting  hla  deak  calendar*,  credit, 
csrd  slips  snd  telephone  bill*.  An 
derson  attempted  to  eitsbllih  hla  Z 
whereabouts  on  Ihe  approalmeu  , 
data*  In  which  the  government  al- 
lege*  that   varloua   dnigj   tuniac 
tlona  ware  made   lie  adirtltlejd  the 
Information  would  ngt'account  fori 

-hi*  tciloae  ^veryhour  of  this  day  1 
snd  night''-  Defense  attarney,' 
Floyd  Clardy  of  Bryant  laid  It  had  1 
bean  difficult  to  compile  Ihe  Infor-  j 
matlon  "because  every  tltnjs  we  ( 
..:.J  the  jsv •iTMMRi  entia  (An  , 
dereonl  waji  th»v  rh*n»«H  >»>• 
aetea     of  tna  sneged  often***  for  \ 

— whlohrAndericmtacberged.    i  ) 

Tha  government  did  drop  one  i 

count  of  the  Indictment  that   si-  t 

leged    Anderaon    dlatrtbajtco)    co-  . 


Jl 


ahowed  that  he  had  be* 
Worth  on  that  date 


caine  on  June  27.  1084,\aftW  he  - 
A  Inl  Tori 

Anderion  wn  asked  about  ■  : 
Chrism.**  party  ha  la  allegad  to 
have  held  at  hla  home  In  Hot 
Spring*  December  18,  1083,  during 
which  Roger  Clinton  allegedly  de- 
livered cocalna  ha  had  picked  up 
from  Rodrtguec  In  New  York  City. 
Anderaon  said  he  didn't  recall  the 
event  "I  might  have  had  a  party 
that  night,  but  I  Jual  can't  recall,'.' 
he  testified.       ,-,.  ,        • 
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little  r.w."K.  >-:an-v,  :::ji 

MEMORANDUM 


To 

Cow 

Hjetsey 

Dof«»- 

10/0/**— 

From 

1 

Subject: 

AOFA    fact   sheet 

*; 

< 

/'""                                                                                                                  ^\ 

1 

/ 

i 

\ 

Attached    is    the   first   draft   ofi    the!  ADrA    fact    she-»t   wnich   -ill    be 

I 
To    Brununet   and   Barton    today.     ,0ef ini tions   will    be   adde^    :o    ::   a.-.C 

column    for  underwriters   counsel   win   be   next    to    the   under-r-.:irs . 


Courtesy  C3lls   uiU   be   made   by   '<ooten    zz    tne    firms    trv.s   no  rr.  1.15    tel*. :..-.? 


/In   your  neeti.ig   with   Herschei    Friday,    you   shoula   acK.-.owle-^s/^cp  la:.-. 


n 
ft 


r 


\\ 


\ 
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l 

2 
3 
4      VS 


8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 


IN  THE  UNITED  STATES  DISTRICT  COURT 

FOR  THE  EASTERN  DISTRICT  OF  ARKANSAS 

WESTERN  DIVISION 

TERRY  K.  REED  and  JANIS  REED  PLAINTIFFS 

NO.  LR-C-94-634 


5  RAYMOND  YOUNG,  in  his  individual  and 
official  capacities,  TOMMY  L.  BAKER, 

6  in  his  individual  and  official  capacities, 
DONALD  SANDERS,  in  his  individual  and 

7  official  capacities,  DAVID  DOE,  DEFENDANTS 
ROBERT  POE,  and  other  unknown  persons  defendaki:. 


ORAL  DEPOSITION 

OF 

BARKY  SPIVEY 
(Taken  August  9,  1995) 
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1  capacity  was.   He  was  on*  of  the  top  two  or  three  people  on 

2  Bill's  staff. 

3  Q.    Okay. 

4  A.    He  was  kind  of  like  a  co-chief  of  staff  you  might  say. 

5  Bill  placed  a  lot  of,  had  a  lot  of  confidence  in  Bob  and,  you 

6  know,  he  was  a  good  guy,  level  headed  and  like  that. 

7  Q.    Do  you  recall  an  individual  by  the  name  of 

8  Akihi  Sarahara,  a  Japanese  individual  coming  to  the  Mansion? 

9  A.    Z  -- 

10  Q.    Also  known  as  Aki? 

11  A.    That  don't  mean  nothing  to  me  right  now.   I  can't  recall 

12  anything  like  that. 

13  Q.    Do  you  remember  Dan  Less Iter  coming  to  the  Mansion? 

14  A.    Yes.   And  I  remember  going  to  Dan's  a  lot.   He  went  down 

15  there  more  than  Dan  came  down  there  Z  would  say. 

16  Q.    Let's  take  it  separate.   How  many  times  did  Dan  Lassiter, 

17  to  the  best  of  your  recollection,  come  to  the  Mansion  while 

18  Governor  Clinton  was  in  the  Mansion? 

19  A.    Z  was  out  there  a  lot  of  time.   Z  didn't  live  out  there. 

20  Q.    Okay.   On  your  shift,  on  your  watch. 

21  A.    Z  probably  took  Bill  down  there  by  Dan's  office.   See, 

22  Butch  Lock,  ex-representative,  Z  think,  got  in  some  legal 

23  problems  and  had  to  serve  a  little  stint  in  the  joint.   Let's 

24  see  --  Lock,  Lassiter  and.  Butch  Lock,  Dan  Lassiter  and  then 

25  Lassiter  bought  them  all  out. 
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1  Q.    Is  Collins  -- 

2  A.    Yeah.   And  right  here  close  was  their  office.   We're  just 

3  almost  in  the  same  area.   I  would  have  to  drive  around  to  find 

4  it,  but  it  was  right  here  close  somewhere.   I  remember  a  lot 

5  of  times  talcing  Bill  down  to  Dan's  office  and  he  would  jump 

6  out  and  I'd  circle  and  wait  until  he  come  back  and,  or  I  would 

7  go  inside  and  stay  in  the  lobby.   I  never  went  up  behind  the 

8  closed  doors . 

9  Q.    Let's  take  the  Mansion  first.   How  many  occasions  did 

10  you  -- 

11  A.    Did  I  know  personally  that  Dan  came  to  the  Mansion? 

12  Q.    Yes. 

13  A.    During  the  -- 

14  Q.    During  the  Clinton  administration. 

15  A.    I  probably  saw  him,  just  like  you  said  --  on  my  watch  and 

16  up  until  '84,  I  probably  saw  Dan  half  a  dozen  times  at  least. 

17  And  I'm  going  to  say  that  I  took  him  by  his  office  even  more 

18  than  that,  just  me  personally. 

19  Q.    When  he  came  -- 

20  A.    I'm  going  to  say  maybe  half  a  dozen  times,  and  it  could 

21  have  been  anywhere  from  two  to  ten.   We're  just  kind  of 

22  splitting  the  difference.   I  know  it  was  more  than  once  and  it 

23  could  have  been  considerably  more  than  even  one  and  I  don't 

24  know  how  much  more.   You  know,  I  didn't  pay  any  attention  to 

25  that  sort  of  thing  then.   You  know,  it  was  10,  12,  15  years 
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1  ago  and  Dan  wae  just  Dan. 

2  I  ramanbar  bia  car  and  I  remember  hia  face.   X  knew  him 

3  personally.   Z  knew  who  ba  waa  because  of  hia  horse  racing.   I 

4  want  to  Oaklawn  a  lot.   That 'a  how  I  got  to  know  Dan,  was 

5  through  the  thoroughbred  stuff  ovor  thara.   Evan  before 

6  Clinton  waa  Governor,  I  knew  of  Dan  Lassiter.   Ha  weren't 

7  acquaintances.   Z  knew  hia  --  he  didn't  know  me  --  through  his 

8  horse  racing. 

9  Q.    What  kind  of  car  did  he  drive  in  to  the  Mansion? 

10  X.    Zt  seemed  to  me  like  he  would  come  in  in  a  vehicle 

11  similar  to  what  we  would  drive  the  Governor  in  --  a  leased 

12  vehicle,  either  a  Lincoln-type  vehicle  --  you  know,  a  luxury 

13  car. 

14  Q.    Would  you  happen  to  remember  the  licenaa  plate? 

15  A.    Oh,  lord,  no. 

16  Q.    And  waa  Dan  Lassitar  logged  in  when  he  came  in? 

17  A.    You  know,  some  of  us  --  there  was  a  big  turnover  here, 

18  during  Bill's  administration,  in  security  and  Z'd  rather  not 

19  go  in  to  why.   Zt  gets  into  personalities  and  stuff.   There 

20  waa  a  big  turnover,  and  a  lot  of  the  guys  got  to  stay  there 

21  longer.   Z  was  there  five  years  which  is  considered  a  long 

22  time.   You  burn  out  or  get  run  off  before  then. 

23  A  lot  of  us  knew  some  people  and  just  didn't  pay  as  much 

24  attention  to  them  aa  some  of  the  guys.   Z  probably  personally 

25  wouldn'  t  log  Dan  in  because  Z  knew  that  he  and  Bill  were 
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1  friends,  that  they  visited  socially.   I  had  flown  on  his 

2  plane.   X  knew  that  Bill  spent  a  lot  of  time  at  Dan's  office, 

3  and  that  Dan  spent  time  at  the  Mansion.   So  I  personally 

4  wouldn't  log  him  in  because  it  wasn't  significant.   It  had  no 

5  bearing  on  anything  other  than  maybe  it  was  just  a  personal, 

6  personal  visit. 

7  Q.    Let  me  ask  you  this:   On  what  sort  of  occasions  would 

8  Dan  Lassiter  come?   Would  there  be  official  functions, 

9  scheduled  appointments  or  casual  visits? 

10  A.    There  would  be  drop-ins,  drop,  you  know.  Bill  had,  we 

11  could  monitor  --  sitting  out  in  the  guard  shack,  we  could 

12  monitor.   He  monitored  every  phone  call  with  the  exception 

13  Bill  had  a  private  line  that  wouldn't  light  up  out  there.   On 

14  our  phone  we  had  six  numbers  and  if  anybody  on  the  Mansion 

15  grounds  was  talking,  a  light  would  be  lit  up  for  --  but  Bill 

16  had  a  private  line  that  we  had,  did  not  have  access  to,  did 

17  not  know  the  number,  didn't  want  to  know  it. 

18  He  could  have  been  up  there  talking  all  day  long  to 

19  someone,  and  we  wouldn't  have  any  knowledge  of  that.   And  if 

20  we  would  buzz  up  to  put  a  call  through  to  him,  he  would  have 

21  to  put  the  other  line  on  hold  because  we  didn't  have  access  to 

22  it.   That  phone  was  totally  out  of  our,  we  never,  you  know  -- 

23  those  records,  I  don't  know  who  paid  the  bill.   I  guess  the 

24  Mansion  administrator.   He  never  saw  it,  didn't  know  the 

25  number  and  he  used  that  phone  an  awful  lot  that  we  had  no 
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1  knowledge  of. 

2  Q.    TJh-huh. 

3  A.    And  that  wai  Intentional,  you  know. 

4  Q.    I  understand. 

5  A.    Because  we  couldn't,  a  lot  of  tines  people  would  pick  up, 

6  phone  was  lit  up.   Either  accidentally  or  intentionally  pick 

7  up  the  phone  and  you  could  listen  to  conversations.   So  that 

8  was,  I'm  sure,  a  provision  for  that  was  made  by  the  private 

9  line. 

10  Q.    All  right.   Can  you  tell  me  what  sort  of  occasions 

11  Dan  Lassitar  came  to  the  Mansion  for? 

12  A.    Nell,  he  dropped  in,  but  now  I'm  not  saying  Bill  didn't 

13  call  him  on  his  private  line  or  have  maybe  us  to  call  him  and 

14  have  him  come  by  where  it  would  be  just  him  by  himself.   And 

15  he  would  also  coma  for  public  functions,  not  public  but  maybe 

16  official  functions.   And  he  would  also  coma  by  himself  and  ha 

17  would,  where  it  appeared  to  me,  the  best  I  recall,  would  be 

18  just  kind  of  off-the-cuff,  drop-in  things  or  in  and  out,  you 

19  know. 

20  I  don' t  recall  any  overnight  stays  or  anything 

21  particularly  outstanding  about  any  of  Dan's  visits.   Tou  know, 

22  he  was,  he  --  I  didn't  pay  much  attention  because  he,  there 

23  wasn't  any  reason  to. 

24  Q.   And  would  he  come  at  random  times  during  the  day  and 

25  night  or  were  they  just  day  visits? 
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1  A.    I  can't  say.   You  know,  it  could  have  been  both. 

2  Q.    Oh- huh. 

3  A.    Day  and  night,  weekends,  all  day.   It  didn't,  ha  just 

4  came  whan  ha  wanted  to. 

5  Q.    Okay. 

6  A.    Ha  didn't  stop  him.   Ha  knew  batter.   I  knew  better. 

7  Soma  of  tha  guys,  lika  I  said,  they  were  new,  you  know.   There 

8  ware  people  that  were  there  very  long,  you  learned  who  to 

9  intercept  and  who  not  to  intercept. 

10  Q.    Hho  to  wave  by? 

11  A.    Exactly.   Or  who  just  to  step  out  the  door  and  wave  at, 

12  tall  them  to  go  on  in,  it's  okay,  or  nothing.   Just  go  out 

13  and  --  and  a  lot  of  times,  the  people  that  --  lika  the 

14  close-knit  group  or  the  inner  circle  or  whatever  you  call  it, 

15  a  lot  of  times  they  would  come  to  the  guard  shack  and  visit  us 

16  and  talk  and  see  what  was  going  on  even  before  they  went 

17  upstairs  or  would  go  inside,  I  mean. 

18  Q.    So  Dan  Lassiter,  in  your  view  or  at  least  on  your  watch, 

19  was  one  of  the  ones  that  just  got  waved  on? 

20  A.    He  did  on  my,  like  you  said,  on  my  watch,  because  I  knew 

21  Dan.   I  knew  his  face,  what  he  drove.   I  knew  his  relationship 

22  with  the  Governor  was  personal  and  professional  and  private  or 

23  whatever  it  was,  on  every  level.   And  he  --  I  don't  know  --  I 

24  can't  speak  for  anybody  but  myself. 

25  Dan  never  waa  shown  a,  shown  in  through  the  front  door  to 
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1  ay  knowledge,  which  meant  --  if  a  parson  cant*  to  tha  Mansion 

2  for  tha  first  time,  if  thay  were,  especially,  of  any  stature 

3  and  I'm  talking  about  politically  or  in  tha  community  or  from 

4  out  of  stata  or  whatever,  thay  wara  shown  into  tha  Mansion 

5  through  tha  front  door.   You  didn't  go  through  Miss  Liza's 

6  kitchen,  but  now  Dan  went  through  the  kitchen. 

7  Q.    Would  you  say  Dan  Lassitar  was  part  of  this  extended 

8  family  group? 

9  A.   Wall,  in  a  different  way,  you  know.   Ha  was,  Dan  kind  of 

10  kept,  he  was  kind  of  in  the  shadows,  kind  of  a  gray  area  you 

11  might  say.   Ha  didn't  frequent  tha  Mansion  as  much  as  a  lot  of 

12  tha  other  guys  I'm  talking  about.   I  personally  probably  took 

13  Bill  down  there  to  his  office  more  than  Dan  came  to  tha 

14  Mansion. 

15  Q.   How  many  times  would  you  say  you  took  Governor  Clinton 

16  down  to  Dan  Lassitar' s? 

17  A.   Oh,  at  least,  again,  you  know,  it  was  mora  than  once  and 

18  it  might  have  bean  as  many  as  a  dozen,  but  split  tha 

19  difference  —  six,  eight,  tan  times  over  a  --  and  a  lot  of 

20  times  he'd  say  stop  and  he'd  jump  out  and  run  in  and  I'd 

21  circle  tha  block  and  he'd  jump  back  in.   And  sometimes  I  might 

22  park  and  sit  there  for  an  hour  and  talk  to  Dan's  pilot  or 

23  something  and  I  would  maybe  go  inside  and  sit  and  ha  would  be 

24  upstairs  and  behind  closed  doors  or  something. 

25  I  never  want  any  further  than  that.   A  lot  of  times  ha 
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1  would  just  be  in  the  area  and  ha  would  say  run  by  Dan's  or  run 

2  by  Lassiter's  for  a  minute.   X  might  ait  out  there  double 

3  parked  and  sit  there  and  idle  or  that  kind  of  deal. 

4  MR.  ROGERS:   Steve,  I  need  to  take  a  break  just 

5  for  a  minute,  please. 

6  (A  recess  was  held  and  proceedings  resumed.) 

7  BY  MR.  SOMERSTEIN: 

8  Q.    Mow,  would  you  say  that  Governor  Clinton  went  to 

9  Lassiter's  once  a  month,  twice  a  month?   Could  you 

10  characterize  the  frequency  of  the  times  they  saw  each  other, 

11  either  at  Lassiter's  office  or  at  the  Mansion? 

12  A.    Well,  he  could  have  went  a  lot  more  than  I  was  aware  of. 

13  He  could  have  went  two  days  in  a  row  and  not  again  for  a 

14  month.   But  I  wouldn't  have  had  access  to  a  --  I  know  he  went 

15  a  lot  more  times  than  he  went,  than  when  I  was  with  him.   If 

16  he  went  as  much  whan  the  other  guys  were  driving  as  ha  did 

17  with  me,  he  went  a  lot  because  like  I  said,  we  were  very 

18  seldom  --  well,  shit,  we  were  running  late  all  the  time,  so  we 

19  didn't  have  a  lot  of  time  to  kill.   But  we  very  seldom  were  in 

20  the  area  when  he  had  any  time  on  his  hands  that  he  didn't  run 

21  in.   He  went  by  there  a  lot,  by  his  office  a  lot. 

22  Q.    Do  you  know  what  the  purpose  of  his  visits  were? 

23  A.    HO,  no  idea. 

24  Q.   He  never  discussed  them  with  you  or  told  you  why  he  was 

25  going  up  there? 
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A.        Mo.      It  wasn't  ay  business.      I  didn't  aak. 

Q.        Okay. 

A.   You  didn't,  protocol  and  our  instruction*  war*  you  didn't 

inltlata  a  conversation  with  tha  Governor  becauaa  ha  waa,  his 

mind  was  always  soaowhara  alaa.   You  didn't  initiata  a 

conversation  unless  ha  asked.   Otherwise,  you  juat  stayed 

quiet. 

Q.   Okay.   Did  you  ever  aee  him  carrying  anything  in  or  out 

of  Dan  Lasaitar's  office? 

A.    Z  can't  recall.   Z  wouldn't  have  paid  any  attention  to 

it.   It  wouldn't  have  meant  nothing  then.   Hall,  he  could  have 

brought  a  suitcase,  a  satchel,  a  paper  sack,  a  cotton  aack. 

Be  could  have  brought  anything  in  and  out  and  Z  wouldn't  have 

any  recollection  of  it.   Bill  carried  a  brief caae  about 

everywhere  he  went  so  probably  ha  carried  a  briafcaaa  in  and 

out  moat  tha  time. 

Ba  had  personalized,  you  know,  nice,  personalized, 
initialed  briefcase  he  carried  in  and  out  a  lot.   Z  can't 
remember  anything  specifically  that  ha  took  in  or  brought  out 
of  Dan  Laaaiter's. 
Q.   Okay.   And  do  you  know  if  ha  over  want  to  Dan  Laaai tar's 


A.    Z  never  took  him.   Z  never  waa  in  Dan  Lassi tar's  home.   Z 

24  don't  even  know  where  ha  lived.   Z  guess  ha  had  a  bouse  or  a 

25  hotel  or  a  room  or  apartment  or  something  in  Little  Bock,  but 
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1  X  never  mi  in  it  and  never  took  Bill  to  it. 

2  Q.   Okay.   Now,  was,  waa  Buddy  Young  avar  with 

3  Governor  Clinton  whan  ha  want  to  Dan  Lassiter'a? 

4  A.    I  can't  anawar  that.   I  have  no  idaa.   Anothar,  of  coursa 

5  thia  waa  a,  thia  waa  violatad  a  lot,  but  whan  you  want  into 

6  tha  unit,  tha,  you  wara  instructed  up  front:   You  don't 

7  diacuaa  with  any  othar  member  of  this  unit  anything  that  you, 

8  tha  Governor  or  you  and  tha  Firat  Family  do  or  that  they  do  or 

9  aay  or  that  you  aaa  or  hear.   You  don't  diacuaa  that  with  any 
XO  member  of  tha  unit  or  with  the,  even  your  wife  or  --  it' a 

11  confidential  and  privileged  and  you,  what  you  aaa  and  hear, 

12  you  forget  it.   Okay?   That  waa  the  official  poaition. 

13  Q.    Oh- huh, 

14  A.    I  have  no  idaa  if  Buddy  Young  over  --  Buddy  had  a,  ona  of 

15  tha  kind  of  standing  jokaa,  not  jokoa,  but  ona,  something 
IS  along  tha  lines  you're  talking  about,  though.   Buddy  likad 

17  the  --  and  Buddy  is  a  friend  of  nine  and  thia  ia  not  running 

18  him  down  I  don't  think.   Ha  waa  kind  of  a  limelight  hog.   We 

19  accused  him  of  picking  the  plums,'  you  know,  taking  tha  batter 

20  trips,  which  might  have  included  some  of  Dan  Lassi tar's 

21  overlapped  --  you  know,  where  Dan  and  Bill  overlapped  might 

22  have  included  some  of  those  tripa. 

23  We  worked  off  of  a  rotation  on  major  tripa  othar  than 

24  juat  in-state  jaunts  or,  you  know,  like  if  Bill  waa  going 

25  overseas  or  if  ha  waa  going  to  Now  York  or  Washington  or 
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1  whatever,  we  worked  off  of  a  rotation  to  where  oaa  guy 

2  wouldn't  catch  --  and  than  if  one  guy  didn't  want  it  or  waen't 

3  available,  than  someone  elae  would  either  volunteer  or  you 

4  would  skip  your  turn. 

5  Single  guys  liked  to  go  a  lot,  you  know,  because  they 
C  didn't  have  family  and  they  got  to  meet  some,  aeet  sane 

7  nice-looking  woaen  and  stay  at  some  nice  places  and  drink  and 

8  eat  the  best,  you  know.   X  —an,  if  Governor  Clinton  stayed  in 

9  the  $300  room  in  the  Waldorf,  we  stayed  next  door  in  the  sane 

10  room  or  in  a  comparable  room  and  suite.   And  if  he  went  to  a 

11  restaurant  where  there  was  a  hundred  dollars  a  plata,  we  had 

12  to  go  in  and  same  plate,  the  table  next  to  him.   We  couldn't 

13  go  down  the  street  to  McDonald's. 

14  We  were  on  unlimited  --  there  was  no  such  thing  as  a 

15  limit  or  a  per  diem  on  our  moneys  that  we  had  access  to  and 

16  could  spend  because  you  just  couldn't  do  it,  you  know.   And  a 

17  lot  of  times  all  the  stuff  was  donated  and  Bill  didn't  — 

18  hell,  he  didn't  carry  no  money  with  him.   Be  was  always 

19  bumming  money  from  us. 

20  When  we  got  beck,  we  would  have  to  go  to  the  Mansion 

21  secretary  and  try  to  talk  her  out  of  it.   Bell,  if  he  had  it, 

22  he  would  lose  it.   We  were  always  canceling  driver's  licences 

23  and  credit  cards  because  he'd  lose  them,  leave  them  in 

24  somebody's  ear.   Be  couldn't  keep  up  with  nothing.   Z  don't 

25  remember  what  we  was  talking  about  now. 
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MINUTES 
ARKANSAS  HOUSING  DEVELOPMENT  AGENCY 
<T>MMTTTFF  JjFFTTN1", 


The  Housing  Siih-r^niniiftcs  met  Thursday,  FebJ 
3  at  2:JJe^p.m.  in  the  office  < 
Director.  The  Sub-Committee  cons 
Stout ,  Vice-Chairman  Mort  Hardwic 
attending  were  Robert  Hammerschm: 
Linda  Trent,  Deputy  Director  of  E 
)irector  of  Finance;  and  Bernard 
Ificer. 

Chairman  Stout  called  the  me 
^ha\  the  purpose  of  the  meeting  w 

n  to  the  problems  with  the  curren-?^Single  FamilV-Bond 
Progrim^/  After  discussion,  it  was  aeiernunec  tnat  the  compo- 
sition and  breakdown  of  underwriters  in  this  Drooosal  be  as 


My  Commission  Expires :  •/-.-//  /'-• 
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ARKANSAS    HOUSING    DEVELOPMENT   AGENCY 
EXECUTIVE   BOARD   MEETING 
3:00    PM  "  •■. 

Aoril    12,    1983 


'  X  "  \ 

,  The  Arkansas   Housing   DeveloDment  Aoencv ' s   Executive   Bca-d 

■■■  "  \  \ 

met  on   Tuesdav,    ADril    12,    19  63,    in   the  AHDA  Conference   Room 

\ 

\ 
i        \ 

\   \ 
The  Board  Members  Dresent  were  Chairman  Charles  Stou^, 

;     ■  "  !     i 

Vice-Chairman  Mcrt  Eardwicke,  Mr.  Tommy  Ecwards,  Mr.  George 

i 

Wright,  Ms.  Bettv  Walker,  and  Mr.  Mahlon  Martin. 


AHDA  Staff  present  were  Linda  D.  Trent,  Acting  Executive 
Director;,  Midge  Pugh,  Deputy  Director;  Susan  Young,  i  Single 
Family  Eousing  Officer;  Bernard  Henry, --Multi.-?sr:il"  Ei_ii.-.g 

Officer;  Gary  Arrington,  Management  Representative;  and  Randal 
Jones,  Planning  Specialist. 

Others  present  were  Mr.  James  R.  Carroll  of  Block  Mortgage 

Co.,  Inc.;  Ms.  Patt  Greenlea  and  Mr.  Ron  Strother  of  Commercial 

National  Mortgage  Company;  Mr.  Gary  Smith  of  Merrill  Lynch;  Mr. 

Charles  Henderson,  Mr.  William  Johnson,  Mr.  3obby\ Allison,  and 

Mr.:  Robert "Wahrendbrf "  of  E.  F.~Hutton;  Mr.  Joseph  Harcum  of 
i  \ 

Lehman  Brothers;  Mr.  Bob  Snider  of  T.  J.  Rainey  &  Sons,  Inc.; 


Mr.:  Michaer"Drake,'~o"f  Collins,  Locke  &  Lasater;  Mr.  Jeff  Orum 
of  JBlyth  Eastman  Paine  Webber;  Mr.  Dabbs  Sullivan  of  Dabbs 
Sullivan  Division;  Ms.  Sur,anne  Young  and  Ms.  Darlene  Caery  of 
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Firstsouth;  Mr.  Ron  Roy  and  Ms.  Cherry  Duckett  of  Arkansas 
Energy  Office;  Ms.  Johnnie  Holcorab  and  Mr.  Charles  Crow  of 
Stephens,  Inc.';  Mr.  Jim  Fowler  of  Rose  Law^Firm;  and  Mr.  Dale 
Taylor  of  First  National  Mortgage  Company.    \ 

V 

/Chairman  Stout  called  the  meeting  to  order  at  3:00  ?M. 

\ 
Chairman  Stout  stated  that  the  Drevious  month's  Board  Meetinc 

\ 
Minutes  (March  16,  1983)  and  Subcommittee  Meetinc  Minutes 

;  V   ; 

(April,  1983)  should  be  approved  if  there  were  not  further  ac- 

i 
i  .11 

ditions  or  corrections ,  and  the  3oarc  aocroved  the  minutes . 

i 

Chairman  Stout  called  on  Ms .  Trent  for  the  Executive 

/ 
Direc-sr's  Report. 

Ms  TfVnt  ir.fcrrr'ec  the  Boerd  that  **»  h*'*z   2TTrc"ir.at2l"" 

$1.5  million-  that  has  not  been  committed  in  our  Home  Improvement 
Program,  but  we  have  asked  for  an  extension  on  this  program 
through  the  end  of  July.   We  have  not  received  word  from  bend 
counsel  on  this  extension,  but  we  don't  foresee  any  problem  in 
getting  the  extension. 

!  '  \\ 

I   \ 

I     On  the    1982   Single   Family  Bond   Issue  we   have \purchased   $10.5 


million  to   date   and  are   continuously  purchasing  approximately 
$150,000   per  week. 


/All  projects    in  Multi-Family   are   either   running  on    schedule 
or  ahead  cf   schedule,    and  after  being  called  on   by  Ms.    Trent,   Mr. 


-    2    - 
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Henry  informed  the  Board  that  five  projects  have  been  partially 
completed  for  a  total  of  245  dwelling  units. 

Chairman  Stout  called  on  Mr.  Jeff  Oram xf or  an  update  or.  our 

Single  Family  Issue.   ...  _  .  \ 

\ 

Mr.  Crum  stated  that  the  preliminary  of ficial  \statements 
and  other  documents  were  mailed  last  week  to  the,  rating  agencies 
and  they  are  now  waiting  for  ratings .   They  expect  to  have  the 
ratines  this  afternoon  and  to  be  able  to  release  the  scale  tomor- 
row  morning.   Numbers  they  have  been  running  today,  based  or.  where 
the  rates  are  right  now,  assures  a  mor-tgage  rate  of  10%. 

Mr.  Wright  made  a  motion  that  the  Agency  adopt  Simmons  as 
Trustee.  \  Mr .  Tommy  Edwards  seconded;  and  the  Board* officially 
ifjpzad  ^isisens  as  I:usc==.  lilts  Board  also  o f -■"--*. U-y  adopted 
Verex  as  the  Mortgage  Pool  Insurer. 

Chairman  Stout  asked  Mr.  Jack  Williams  if  he  had  something 

to  offer  on  Single  Family. 

Mr.  Williams  stated  that  he  had  a  resolution  concerning  the 
'  i 

Agency  borrowing  $1  million  from  Simmons .   Ke  asked  for  a  c!osin< 

on  the  $1  million  note  from  Simmons  on  Friday,  and  after  discus 

sion,  the  Board  adopted  the  resolution  that  Mr.  Williams  showed 

them.'  Due  to  the  fact  that  Chairman  stout  will  be  unavailable 

i  • 
Fricav  to  sign  the  note,  zhe   Board  appointed  Mr.  Mahion  Martin 

i  i 

as  assignee  and  said  the  resolution  should  indicate  that  Ms. 
Trent  is  Acting  Director  and  attest  his  signature.   Mr.  Mayion 

-  3  - 
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Martin  was  appointed  Acting  Chairman  for  that  day. 

Mr.  Jack  Williams  informed  the  Board  that  if  the  bonds  sell 

this  week,  zhe   underwriters  anticioate  closinc  the  last  week  in 

\ 
Acrii;  .therefore,  we  would  need  to. have  the  Board  meet  aaa^n  to 

\ 
ratifv  what  the  committee  does  and  to  adoot  the  definitive  docu- 

X     \ 
ments.   Chairman  Stout  reminded  the  Board  that  the  comciete  3oa-d 

\    \  " 
had  voted  to  accept  the  proposal  ;rcm  Sullivan  to  provide  an  in- 

tarsst  10.5%  or  under.   He  stated  that  he  would  leave! his  orcxv 

\  .'•■': 

with  Ms.  Trent  as  to  what  mcrtgace  rate  we  can  acceotP  ootimis- 

i 

ticaily  hoping  for  10%  or  under.   Af-er  Mr.  Williams  informed 
the  Board  that  someone  would  need  to  sign  the  3ond  Purchase  Agree- 
ment Friday  or  Monday,  the  Beard  asked  Vice-Chairman  Hardwicke, 
Mr.  Edwards  and  Mr.  Wright  to  be  available  for  a  conference  call 

Purchase  Agreement.  

Chairman  Stout  s-a-ed  that  the  Multi-Family  Subcommittee 
heard  oral  presentations  from  the  underwriters  earlier  in  the 
day  and  were  prepared  to  make  recommendations  to  the  Full  3card 
this  afternoon.   He  asked  Vice-Chairman  Hardwicke  for  the  Sub- 
committee's recommendation.  ■  v 


Vice-Chairman  Hardwicke  informed  the  Board  that  all  the 

proposals  were  good,  _and_aftar  listening  _to_eigh&_ pxnaosals  and 

considering  each  carefuilv,  the  Subcommittee  would  like  to  recom- 
;  / 

mend  to  the  Board  that  Merrill  Lvr.ch  be  the  lead  underwriter  with 
j 

Stephens,  Inc.,  and  T.  J.  Painey  &  Sons,  Inc.  as  locals.   The  3oa: 
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else  recommended   that  the  Rose  Law  Firm  be   selected  as  bond 
counsel.      After  motions  were  made  and   seconded,    the  Board  unani- 
mously approved   the  underwriters   and  bond  counsel   recommenced  bv 
the  Subcommittee.  "v 

\ 
\ 

'Mr.  Jones  was  called  upon  for  the  Planning  Saecialist's  Re- 

port,  and  he  informed  the  3oard  that  16  of  the-  33  counties  sub- 
mitted have  been  approved  through  the  Washington'  Office,  and  those 
have  now  been  sent  to  the  Treasury.   Treasury  should  let  us  know 
something  by  the  end  of  the  month.   We  are  also  awaiting  reasons 
why  the  other  counties  were  not  approved  by  Washington.   Ms.  Trent 
stated  that  if  we  get  those  16  approved  through  the  Treasury,  tha 
will  bring  our  total  of  counties  with  the  firsz-time  homeowners  re 
striorion  lifted  up  to  31,  and  the  sales  price  would  be  increased 
bv  aTJTJTTxir'.atslv  1C*. 

Chairman  Stout  asked  for  questions  or  comments  from  the 
audience . 

Mr.  James  Carroll  expressed  to  the  3oard  the  lenders'  appre- 
ciation to  the  Board  for  working  out  the  difficult  situation  the 
lenders  were  put  in  formerly.   He  further  asked  the  Board  about 
the  nonies_in  addition  .to  .the  firs.t_S.25  -million  increment,  and  Mrj 
Stout  stated  that  no  applications  could  be  taken  on  the  additional 
monies  because  information  _has  _to..hf»  submitted  -to— the-^  rating 
agencies  on  each  increment. 


-  5  - 
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Chairman  Stout  asked  for  further  business,  questions  or 
comments  from  the  Board  Members,  and  there  being  none,  the  meet- 
ing was  adjourned  at  3:22  PM. 


Charles"  Stout,  Chairman 


\    \ 


Linda  D.  Trent,  Acting  Executive  Director 


■j- 


Sworn  to  and  Subscribed  before  me  this  ''-f'    day  of  7} [''j.L. 

1983. 


■^:  I.-/Q  -■-.,  v  ><:'  ■■>'■.& 


Notarv   Public 


Mv  Commission  Expires:  /  ~g"--    ■  '       


/ 
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Stephens  Inc. 

April   23,   1983 


Mr.   Charles  Stout 
Stout  Realty 
2333  Washington  Avenue 
Conway,  AR     72032 

Dear  Chairman  Stout: 

It  is  with  regret  that  I  must  inform  you  that  Stephens   Inc.  is  with- 
drawing from  the  mufti -family  housing  issue  to  which  we  were  recently, 
selected  as  co-manager,  along  with  Merrill   Lynch,  Pierce,  Fenner  &  Smith 
and  T.  J.   Raney  and  Sons. 

Stephens  Inc.   has  had  a  long  and  cordial   relationship  with  the  Arkansas 
Housing  Development  Agency,  and  it  is  our  desire  that  this  continue.     We  were 
among  the  strongest  supporters  of  the  legislation  which  created  the  Agency, 
and  have  served  as  managers  in  every  one  of  the  Agency's  financings. 

It  has  been  our  belief  that  the  chief  reasons  for  the  splendid  success 
which  has  been  enjoyed  by  the  Agency's  bond  offerings  in   the  market  place 
have  bee*1 :     M^   conssrvs'-tivBlv  e**"i.,c1r'jre'i  n^/r^am;     (o\   cc'ceter'.t  sr^'sssi ?ri' 
staff,  and  (3)   a  strona.   independent  board  of  riirpctnrs  which  r\mrzir>r\aH  wirh_ 
cut  outsiae  interference  oy  political   or  otner  interests— As— a-pesa+t  of 
these  factors,  the  issues  of  the  Agency  have  always  been  favorably  recaivea, 
at  better  than  market  rates,  and  the  bonds  continue  to  trade  extremely  well 
on  the  secondary  market  because  of  perceived  Agency  stability. 

A  guiding  principle  of  the  Agency  from  its  inception  has  been  the  re- 
auirement  that  professional   firms,  including  bond  counsel   and  underwriters,- 
be  selected  on  the  basis  of  merit  through  written  and  oral   presentations. 
With  exception  of  the  most  recent  single-family  issue,  the  Agency  has  seen 
fit  to  select  only  those  underwriters  who  had  the  most  superior  combination 
of  credeatials  which  would  benefit  the  Agency,  namely,  sufficient  capital   to 
underwrite,  strong  sales  capability,   in-house  technical   expertise,  and  the 
ability  to  continue  to  make  a  market  in  the  Agency's  securities  in  the  sec- 
ondary market. 

With  this  knowledge,  Stephens  Inc.  responded  to  your  invitation  to  pro 
pose  as  managing  underwriter  to  the  multi-family  issue.  We  were  very  pleased 
to  have  been  selected  as  a  co-manager  and  were  looking  forward  to  beginning 
work  immediately.  In  the  meantime,  subsequent  to  our  selection^  the  Board 
decided,  without' discuss fon,~  to  add  to  the  uri'derwri ting'gfbuo  a"*firm  which 
did  not  submit  a  proposal  under  the  Agency  proposal  procedures  which  invited 
individual  firm  proposals.  Although  it  is  certainly  the  Agency's  privilege 
to  appoint  any  firm,  we  would  invite  you  to  investigate  more  carefully  whethe 
the  added!  company  meets  the  standards  of  capital,  exDerience,  sales  capabilit 
staff  service  and  market  support  which  have  been  the  preference  of  the  8oard 
in  all   previous  issues. 
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Gene  W: "bourn 
Pace  2 


We  are  concerned  that  such  actions  may  be  an   indication  of  an  erosion 
of  the  inaependence  of  the  Board  of  Directors  which,   if  publicly  perceived, 
can  only  be  received  adversely  in  the  market.     It  is  therefore  with  reluctancs 
that  we  withdraw  from  this  issue.     We  are  hopeful   that  this  action  will  not 
preclude  us  from  participation  in  future  offerings  of  the  Arkansas  Housing 
Development  Agency,  assuming,   the  selection  is  made  on  merit  and  experience. 

It  has  been  a  pleasure  to  work  with  you,   the  Bqard.of  Directors,  and 
your  excellent  staff.     If  we  may  ever  be  of  service  t^'you,.  we're 'just  down 
the  street.  «• 

Respectfully  submitted, 

STEPHENS   INC. 

Gene  Wil bourn 
Vice  President 


GU:sb 


Jackson  T.  Stephens 
-AHDA  3oard 
Linda  Trent 

3-i  T  1  CI -;.n:=n 
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ARKANSAS  HOUSING  DEVELOPMENT  AGENC! 

SPECIAL  EXECUTIVE  BOARD  MEETING 

4  :  10  PM 

Acril  19,  1983 


\ 
The  Arkansas  Housing  Development  Agency's  Executive  Board 

met  on  Tuesday,  April  19,  1983,  in  the  AHDA  Conference'  Rocm,  at 

4:10  PM.  I 

;  i 

The  Board  Members  present  were  Mr.  Mort  Hardwicke,  Mr. 

Tommy  Edwards,  Mr.  George  Wright  and  Mr.  Mahler.  Martin. 

AHDA  Staff  present  were  Linda  D.  Trent,  .Acting  Executive 

Others  present  were  Ms.  Johnnie  Hclcolm  of  Stephens,  Ir.c .  ; 
Mr.  Bcb  Sr.ider  of  T.  J.  Rainey  6  Sons,  Inc.;  Mr.  Jack  Williams 
and  Mr.  David  Menz  of  Wright,  Lincsey  &  Jennings;  Mr.  Jim  Fcwle 
of  Rose  Law  Firm;  Mr.  Tom  Carter  of  Collins,  Locke  &  Lasater; 
Mr.  Dabbs  Sullivan  of  Dabbs  Sullivan  -  Division  of  George  K. 
Baum;  and  Ms.  Carol  Matlock  of  the  Arkansas  Gazette. 

Mr.  Hardwicke  called  the  meeting  to  order  at  4:10  PM  and 

informed  the  Board  Members. that  the  -Special—  meeting  was'  called 

for  the  Board  to  take  action  and  officiallv  aoorove  the  docu- 

|  / 
mentation  for  the  1983  Single  Family  Issue  which  was  sold  last 


2755 

«•«•: .   Mr.  Hardwicka  then  called  on  Mr.  Williams  to  inform  the 
3oard  of  any  chances  made  in  the  documentation. 

Mr.  Williams  stated  there  was  a  proposed  amendment  to  the 
Bend  Purchase  Agreement  that  the  Board  needed  to  consider,  and 
he  called  on  Mr.  Menr  to  discussed  that  amendment.  \ 

t      \    \ 

Mr.  Men:  informed  the  Board  that  Special  Tax  Counsels  asked 
that  we  add  in  a  breakdown  between  the  allocation  of  original 
issue  discount  bonds  and  the  allocation  for  the  other  bonds  in 
the  I? 8 3  Single  Family  Bend  Issue.   Mr.  Mens  stated  they  had  added 
to  the  first  page  cf  this  the  contract  to  purchase  that  allocation 
in  the  form  of  a  table  showing  the  maturities  of  the  bonds,  rather 
than  the  original  issue  discount  bonds  and  the  original  discount 
bends  with  par  value  and  purchase  pries.   The  reescn  for  that  is 
ciare  is  a  revenue  ruling  wnacn  states  the_  Agency- must— specif icaily 
ailccata  these  discounted  amounts  so  that  the  purchasers  cf  the 
original  issue  discount  bonds  can  have  the  discount  treated  pro- 
perly for  Federal  Income  Tax  purposes. 

After  the  Board  was  informed  of  the  significance  of  the 

amendment  to  the  Bond  Purchase  Agreement  and  assured  that  the 

!  \ 
bend  counsel  had  reviewed  it  and  approved  _the  change,  Mr. 

Hardwicke  asked  for  a  motion  to  approve  the  Bond  Purchase  Agree- 
ment- Mr.  Edwards  made  a  motion  concerning  same ;  Mr .  Martin 

seconded  it,  and  the  Board  acoroved. 
I 

Mr.  Williams  asked  the  Board  for  a  ratification  of  the  sign- 
ing of  the  documents  by  Mr.  May  Ion  Martin  as  Acting  Chairman. 
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Mr.   Wright  mace   the  motion;    Mr.    Edwards   seconded,    and  the   Beard 
approved. 

.M.r.    Hardvicka  called   for  a  motion   to   approve   the   Lender's 

s, 

Guida   and   Servicer's  Guide.      Mr.    Martin  made   a  motion    that   the 

\ 

aforementioned  Guides  be  aporoved;  Mr.  Edwards  seconded,  and  the 

Board  approved.  ^  \     \ 

Mr.  Hardwicke  then  asked  for  a  motion  to  approve  \the  General 

„  '  ,   ■  'i   I 

Resolution.   Mr.  Martin  made  the  motion  that  the  General  Resolu- 

:  :   ! 

tion  be  approved;  Mr.  Edwards  seconded,  and  the  Board  approved. 

i 

Mr.  F-.rdwicke  further  asked  for  a  motion  to  approve  the  Series 

Resolution.   Mr.  Wrighc  mace  the  motion  that  the  Series  Resolu- 
tion be  approved;  Mr.  Edwards  seconded,  and  the  Board  approved. 

i 

■  '— .  '.vil.iAjio  i.iio£aieu  cie  Uoara  rna_t_ore=dosin9— is  sche- 
duled for  May  2nd  in  New  York  and  closing  May  3rd  on  the  193  3 
Single  Family  3cnd  Issue. 

Upon  Mr.  Kardwicke ' s  request  for  further  business,  Mr. 
Wright  made  a  motion  that  Collins,  Locke  &  Lasater  be  added  to 
the -underwriting  team  for  the  Agency's  proposed \1983  Multi-Family 
Issue  in  order  to  spread  it  around  and  include, more-,  local  Arkansas 


underwriters  on  this  issue.   Mr.  Edwards  seconded  the  motion,  and 
the  Board  approved  same. __) 

j   /' 

I  Mr.    Jack  Williams    thanked   the   Board  members    for  meeting 
;  i 
this   afternoon  on   such   short   notice   to    take   care   of    this   business. 
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There  being  no  further  business,  the  meeting  was  adjourned 
it  4:15  ?M. 


Charles  Stout,  Chairman 


Q^fjCi^^i 


Linda  D.  Tre 


nt,  Acting  Executive  Director 


Sworn  to  and  Subscribed 
1983. 


before  me  this  I  '-> '  day  of  "".";.  d-.y 


Notary  ruaiic 


Mv  Commission  Eicr: 


P-,-«  ,  -3C 


I'&c-QQ 


j 


i  ' 
i  ( 


-  4  - 
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MINuTES 
ARKANSAS    HOUSING    DEVELOPMENT   AGENCY 

SQAftfruy  uihecti 

>ruary  17 


Board  members  present  were  Chairman  Charles  Stouc, 
Vice-Chairman  Mort  Hardwicke,  Secretary  Robert  HammerschAidt , 
Tommy  Edwards,  Betty  Walker,  Fred  Dacus ,  Mahlon  Mart/n  a'nd 
\GeoVge  Wright 

iEDA  Staff  present  were  Linda  Trent,  Deputy"  Direcf 
Ious\ng\  Vivian  Pugh,  Deputy  Director  oPtinance ;  Susan  "Young, 
Single  Family  Housing  Officer;  Bernie  Henry,  Multi-Family 
Housing  Officer;  Gary  Arrington,  Multi-Family  Management 

Jones,  Planning 
Lve  Secf 
ill.  Rose  La 
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W.  J.  Williams,  Jr.,  Wright,  Lindsey  X:  Jennings  Law  Firm; 
Jewelle  Bickford,  Cit^ju  n  k  ; — Jo_Iin_n_ie^  Hoi  comb  and  Gene  Wiibourn, 

ider,  T.  J.  Raney  Simons;  James  Carroll, 
arles  Henderson,  WilliamNfohnston  and 
Button  CoTT~^*«-~Tom  Bell,  Dennis  Mills 
st  National 
led  the  meet 
and/welcomed  new  Board  members  Geor 
The  minutes  of  the  regular  meeting 
Sub-Committee  meeting  of  January  11 
B(iard  meeting  of  January  21,  1983 

Chairman  Stout  turned  the  meeting  over  to  Robert  Ea^nmer- 
jchm^idt  for  the  Executive  Director's  Report.  Mr.  Hammeryschmidt 
referred  the  Board  to  the  Planning  section  of^fheir  packets, 
which\coifccerns  the  Agency's  Resolution^ 
Delegation  to  draft  legislation  to  repeal  the  Mortgage  Subsidy 
Bond  Tax  Act  of  1980.   He  explained  that  this  Act  imposes 


Specia 
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this.   Mr.  H amine rschmidt  stated  that  a  Bill  has  been  drafted 
in  the  House  by  Congressman  John  Paul  Hammerschmidt  calling 


w>uld  bevapproximately  10%  on  a  fixed  rate  30  year  mortgage 


2761 

loan  financed  by  the  issuance  of  bonds,  and  the  money  would 
be  available  for  loans  around  April  15th.   After  allowing 

.and  discussion,  Chairman  Stout  recommended 
.ow  the  Housing  Sub-Committee\tc  have  final 
'oval  of  the  cojnp*>aillon  and  bm^afedown  of  underwriters  in 

Irs.  Betty  Walker  moved  thatHbe  recommendation 
Tommy  Edwards  seconded  the  motion^ wit h\t he 


noted  that 
Program  was  69%  complete  at  this  1 

Mr.  Hammerschmidt  then  called  on  Bernard  Henry  tt>  rfci 
the  proposed  Multi-Family  Bond  Issue.   Mr.  Henry  iidvi/sed 
\thaY  the  Sub- Commit tee' s  research  on  the  most  attractive  and 
vrable.  type  of  program  to  pursue  indicates  ths 
Insured  i^rogram  is  the  best  structure  rajvailal 
Mr.  Henry  and  the  Sub-Committee  requested  the  Board's  approval 
to  actively  pursue  this  program  and  authority  to  accept  pro- 
bond  counse~t^  Mr>^ommy  Edwards 

with 
was 


:man- 
i.tion    contained    in    the   Board   packet    and   briefly 
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reviewed  each  report. 

Chairman  Stout  called  for  New  Business.   Board  member 

diffi- 
Thursday  ^Stfternoons ,  and 
that  Board  meetings  be  held  at  3:00  PKon  the 
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MTNtHEg, 

HOUSED  DEVELOl 

SPECIAL  BOARD  MEETING 

August  31.    1983 

3:00  P.M. 


The  .Arkansas  He 
3:00  p/m. ,    on  Aug 
Rock. /Arkansa 


lg  Development  Agency  held  a  S 
31,    1983,    in  Perm  1143  of  the  Donagh 


Board  Meeting  at 
^Building.  Lit; 


present  were  Chairman  Charles  Stcut,   Mr.   Tamy" 
l/on  Martin,  Mr.  George  Wright,   Mr.  Bill  Mathis,  Mr.  James  Branyan,  m\t. 
Dacas,   MsZ  3etty  Walker,    Ms.   Margaret  Davenport,    and  Mr.   Troy  3urris. 

AHDA'  Staff  present  were  Mr.   C.   E.  Anderson,   Acting  Director;  Ms.l  Mid. 
i.    Deputy  Director;   and  Ms.    Susan  Young,    Single-Family  Housing  Officer. 


\Others  present  were  Mr.   Don  Christian  and  Mr.  Dabbs  Sullivan,  Jr.,   of  Dabbs 
SuliivaxA Division  of  George  K.  Baum  &  Co.;  Mr.   Torn  Carter  and  Mr.   Michael  J. 
Drake  of  v°llins.  Locke  fc'Lasater;  Mr.  Jack  Williams  of  Wright,  Lindsey  & 


Bobby  Allison  of  E.   F.  Hutton  Co.,   Inc;  Mr.  John  R/Mor 
&  Co.;   Mr.  Bob  Snider  of  T.  J.   Raney  4  Sons;  Ms/m.  S^ 


J 

Kidder' 

Hamilton.  of^Thoias  McKimon  Securities;  Mr. 

and  Mr.  Gene  wilbcurn  all  of  Stephens,   Inc 

Eastman  Paine  Webber,  'Inc 


Charlie  Crow, 
and  Mr.  Je 


Holcorb 
Blyth 


Chairman  Soait  r-*'\-\aA  the  meeting  to  order  at  3:01  p.m.    stating  the- 
purpose  of  this  meeting  was  to  select  Underwriters  for  the  $125,000,000.00 
Issue.     He  then  caJ  1°^  for  recommendations  of  the  Review  &  Recarrmendation  Sub- 
Can 

Wright,    Chairman  of  the  Review  &  Recannen?fat  i  cn^Sub-Cannittee, 
handed  Chairman  Stout  the  following  recommendations  and 

Senior  Underwriters  are  Blyth  Eastman  Paine  Webber,    Inc.   -  25%Y  Co-Senior  are 
the  Fjirst  Bos^nCcrporation  -  2°%;   and  Prudential-Bache  Securities  -V5%.     Co- 
ManaG^rs  are IcoiainsXLocke  and  Lasater  -  10%;   Dabbs  Sullivan  Division 
Geargu  K.  Baura  &  Co,   -^0%;  T.  J.   Raney  &  Sons,   Inc.  -  10%;   and  Sjtephe 
10%.  [chairman  Stait^caJJed  for  a  motion  to  accept  the  Sub-Conmitjtee  re 
mendations.     Mr. 
and  the  Board  approved. 


made  such  a  motion 


tuon 


stout  then  calle 
Ltte  for  Bond  Counsel 


ndation  of  the  Ri 


Mt.  George  Wright  stated  the  Revis 
recommended  that  the  firm  of  Wright, 
Issui 


Recamrendation  S1 
&  Jennings  be  appo 


ttee 

far  this 
Chairn&n  Stout  called  for  a  motion  to"ascgpt  the  Sub-^mmittee 
ationX.  Mr.  Bill  Mathis  made  such  a  motion;   Mr.  Tommy  Edwards 
seconded,   anch-tije^ficard  approved.     Chairman  Stout  asked  any  Senior  Underwriters 
present  to  pleaseeonsult  with  the  Board  ?s  to  local  firms  being  used. 

At  3:05  p.m.   Chairman  Stout  called  for  an  Executive  Session  for  the  Board 
to  discuss  selection  of  an  Executive  Director. 
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(10  MINUTES  TIME  LAPSE) 

Chairman  Stout  called  the  meeting  to  order  again  at  3:15  p.m.   and  called 
for  the  Executive  Director  Subcommittee, recomwandation  on  the  selection  of  ^ 
Executive  Director .    24rrSeorg~e  Wright~pr&*»tedto  the  Board  the  SUb-Cran*^' 
reconxendation  pf-Mr.   vgooten  E?es.     Chairman  StoJt-^alled  for  a  notion  to 
accept  the  Sub^Ccmmittee  recommendation.     Ms.  MargareXDavenport  made  such  a 
motion;   M^Bill  Mathis  seconded,    and  the  Board  appx 

Stout  ejaffesseo^ppreciatioTr-to-Mr^C .  E.  Anderson  for  his 
worls^-asActing  Executive  Director  unfcti^such  time  >new  Director 


„  Stout  stated  that  a  Public  Hearing  would  be 
e  the  up— coming  Issue. 

being  no  further  business  before  the  Board.   Mr.   Wright  made  a  noticn 
Mr.  Tommy  Edwards  seconded  and  the  meeting  was  adjalrned  at  3:25 


led  at  a  later  data 


n,  Acting  Director 


Sworn  to 


and  Subscribed  before  me  this 


is   ■_")      day  of  \Ji  ft  S,  J //7<i  u\*     • 


1984. 
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INVESTIGATION  OF  WHITEWATER 

DEVELOPMENT  CORPORATION 

AND  RELATED  MATTERS 


EXECUTIVE  SESSION 


TUESDAY,  MAY  7,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  10:00  a.m.,  in  room  216  of  the  Hart  Sen- 
ate Office  Building,  Senator  Alfonse  M.  D'Amato,  (Chairman  of  the 
Committee)  presiding. 

OPENING  STATEMENT  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  We  have  a  number  of  announcements  to  make. 
There  has  been  a  great  deal  of  speculation  with  respect  to  the  wit- 
nesses and  who  they  will  be,  and  what  we  will  be  doing  in  the  next 
several  weeks.  The  Committee  will  continue  its  hearings  on  the  Ar- 
kansas phase  of  the  investigation.  We  will  be  concentrating  our  ef- 
forts in  terms  of  getting  as  many  of  those  facts  as  we  possibly  can. 

There  are  a  number  of  outstanding  questions  relating  to  the  sub- 
stance of  the  billing  records  and  the  circumstances  surrounding 
their  disappearance  and  their  discovery.  In  an  effort  to  apprise  the 
Committee  about  these  unresolved  questions  and  the  Committee's 
efforts  to  find  answers,  I  have  asked  Counsel  to  make  a  presen- 
tation and  to  attempt  to  answer  any  questions  that  the  Senators 
may  have  concerning  the  issue  and  the  Committee's  answers  to 
date  with  respect  to  these  billing  records. 

Mr.  Chertoff  will  make  a  presentation  and  indicate  what  we  have 
done  and  the  number  of  depositions  or  interrogatories  that  we  have 
taken.  As  we  said  we  were  going  to  keep  these  in  confidence  as  it 
relates  to  all  of  the  people  who  were  asked  whether  they  had  any 
knowledge,  but  we  have  gone  through  a  whole  number  of  them  and 
we  will  make  our  report  public  at  this  time. 

The  Committee  has  agreed — Senator  Sarbanes  and  myself — to 
the  issuance  of  subpoenas  to  David  Hale.  These  subpoenas  seek 
deposition  testimony  from  Mr.  Hale  on  May  20th  and  hearing  testi- 
mony on  May  22nd. 

The  Committee  has  not  reached  an  agreement  yet  on  a  subpoena 
for  David  Watkins'  testimony,  and  also  with  respect  to  a  subpoena 
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for  certain  records  of  the  Bank  of  Kingston.  I  believe  that  was  the 
predecessor  to  Madison  Savings  &  Loan,  and  there  are  some  lim- 
ited records  that  we  seek  there.  Hopefully,  Counsels  will  be  able  to 
come  to  an  accord.  If  we  can,  we  will  announce  the  issuance  of 
them  tomorrow.  If  not,  we  may  have  to  take  up  whatever  is  unre- 
solved with  respect  to  voting  for  or  against  the  issuance  of  those 
subpoenas. 
Senator  Sarbanes. 

OPENING  COMMENTS  OF  SENATOR  PAUL  S.  SARBANES 

Senator  Sarbanes.  Mr.  Chairman,  first  of  all,  I  think  the  Bank 
of  Kingston  was  not  a  predecessor  to  Madison  Savings  &  Loan,  just 
so  we  keep  that  clear  on  the  record.  I  mean,  that  is  an  important 
point. 

The  Chairman.  It  was  owned  by  Mr.  McDougal,  Senator. 

Senator  Sarbanes.  Well,  I  understand,  but 

The  Chairman  If  we  are  going  to  start  splitting  hairs,  now  let 
me  say  this  to  you,  we  are  either  going  to  get  these  records  or  not. 
If  we  cannot  agree  to  it,  and  we  have  attempted  to  work  these 
things  out,  then  we  will  meet  tomorrow  for  the  purpose  of  consider- 
ing issuing  subpoenas.  They  are  relevant  and  we  are  not  going  to 
be  deterred.  I  hope  we  can  do  this  in  a  manner  in  which  we  have 
worked  out  most  of  the  matters,  but  make  no  mistake  about  it.  We 
are  going  to  consider  it,  one  way  or  the  other. 

Senator  Sarbanes.  Well,  let  me  say,  I  hope  we  can  work  it  out. 
My  understanding  is  we  are  very  close,  but  I  again  want  to  make 
the  point  that  the  Bank  of  Kingston  is  not  a  predecessor  to  Madi- 
son Savings  &  Loan. 

The  Chairman.  We  will  go  through  this  tomorrow,  but  the  Bank 
of  Kingston  was  an  affiliate  of  Madison  Guaranty.  Mr.  McDougal 
owned,  wholly,  this  bank.  He  had  the  controlling  interest  in  both 
of  these  banks. 

Now  it  is  not  a  question  that  we  are  looking  to  subpoena  records 
of  some  institution  that  has  no  connection  with  Madison  Guaranty, 
that  we  just  dragged  it  out  of  the  air.  I  think  it  is  rather  disin- 
genuous to  suggest  that  maybe  we  are  looking  for  some  records 
that  have  no  connection.  That  is  not  the  case. 

I  have  attempted  to  steer  us  in  a  course  that  would  avoid  con- 
troversy, but  I'll  be  doggoned  if  I  am  going  to  sit  here  and  have  you 
attempt  to  split  hairs  with  me  when  we  know,  and  we  have  gone 
through  this  repeatedly  and  have  attempted  to  settle  this  thing.  If 
we  cannot,  then  we  will  take  up  the  issue  with  respect  to  whether 
or  not  this  Committee  should  issue  a  subpoena  for  these  records. 

Senator  Sarbanes.  Mr.  Chairman,  no  one  is  trying  to  be  dis- 
ingenuous with  you.  Far  be  it. 

The  Chairman.  OK. 

Senator  Sarbanes.  I  am  perfectly  happy  to  discuss  this  matter. 
If  we  are  going  to  discuss  it,  we  are  going  to  have  to  do  it  in  a 
calm,  rational  way  with  some  relationship  to  the  facts. 

The  Chairman.  Senator,  there  is  a  great  deal  of  relationship  to 
the  facts.  You  would  have  people  believe  that  there  is  no  connection 
when  I  said  this  was  a  predecessor.  The  fact  is  McDougal  owned 
this  bank  prior  to  taking  over  Madison,  and  he  was  the  majority 
stockholder,  and  the  fact  is  that  there  are  records  that  we  are  enti- 
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tied  to  see.  I  do  not  know  what  those  records  will  produce,  but  it 
is  our  attempt  to  get  the  facts  and  finish  this. 

I  do  not  think  this  should  have  been  brought  out  as  a  public 
issue.  The  fact  is  that  the  clock  is  ticking.  We  are  running  into  one 
of  those  situations  again  where  on  the  one  hand  we  say  we  want 
to  wrap  this  up,  and  on  the  other  hand  we  have  to  have  the  ability 
to  get  this  information  so  that  we  can  get  all  the  facts  and  make 
a  determination. 

Senator  Sarbanes.  We  are  trying  very  hard,  Mr.  Chairman  to 
work  with  you  in  order  to  wrap  it  up,  I  must  say.  Do  we  have  any 
notion  of  what  the  hearing  schedule  will  be  for  the  week  after  next? 

The  Chairman.  Today  we  were  supposed  to  have  Ms.  Thomases, 
but  her  lawyers  had  a  problem  with  scheduling.  It  was  at  their  re- 
quest and  insistence  and  our  attempt  to  accommodate  them,  and 
I  ask  that  the  letter  be  put  into  the  record  from  her  lawyers,  that 
we  put  this  matter  over  until  next  Tuesday. 

We  run  into  problems,  otherwise,  Susan  Thomases  would  have 
been  here.  We  are  attempting  to  work  with  both  the  Minority  and 
with  the  schedules  of  other  people — the  witnesses  and  their  attor- 
neys. I  believe  that  we  have  a  tentative  schedule,  and  it  includes 
Ms.  Thomases  who  is  supposed  to  be  here  Tuesday.  If  some  exi- 
gency or  problem  develops  and  she  is  not  able  to  be  here,  that  will 
mean  that  we  have  an  opening  Tuesday. 

Similarly,  I  point  out  that  we  have  been  discussing  the  question 
of  Mr.  Watkins  and  the  Bank  of  Kingston  now  for  at  least  10  days. 
There  comes  a  point  in  time,  as  the  saying  goes,  to  fish  or  cut  bait. 
Either  we  are  going  to  have  to  come  to  an  agreement  or  make  a 
determination  to  vote  out  subpoenas.  I  would  hope  that  we  can. 
But  so  far,  not  withstanding  the  good  efforts  on  both  sides,  we  have 
not  been  able  to  resolve  this. 

Senator  Sarbanes.  Yes,  hopefully  we  can. 

I  would  note  that  we  joined  in  the  subpoena  to  Ms.  Thomases. 
While  I  was  not  involved  in  the  decision  to  postpone  her  testimony, 
I  understand  that  the  Chairman  was  responding  to  an  appeal  from 
her  lawyers  which  I  have  not  seen,  but  in  any  event,  obviously,  I 
think  the  Chairman  has  to  show  some  understanding  of  the  situa- 
tion in  which  witnesses  find  themselves.  So  I  do  not  really  quarrel 
with  that.  The  present  plan,  I  take  it,  is  to  bring  her  in  next  Tues- 
day, May  14th? 

The  Chairman.  That  is  correct. 

Senator  SARBANES.  Do  we  know  what  the  schedule  will  be  for  the 
rest  of  next  week? 

The  Chairman.  Well,  the  staffs  are  working  to  accommodate 
that,  Senator.  They  are  trying  to  do  as  many  of  these  by  deposition 
so  that  we  will  save  time. 

Next  Tuesday,  we  have  Susan  Thomases  on  the  first  panel.  We 
have  Charles  Campbell,  former  Vice  President  of  the  Security 
Bank;  William  Fisher,  the  former  President  and  CEO  of  the  Secu- 
rity Bank;  and  Frank  Oldham,  the  former  Loan  Officer  of  the  Secu- 
rity Bank  of  Paragould,  I  guess  that  is,  on  the  second  panel. 

On  Wednesday,  we  will  have  two  panels.  On  panel  one,  Loretta 
Lynch  and  Jim  Blair;  and  on  panel  two,  Bruce  Erickson  and  Jay 
Stevens,  Pillsbury  Madison  &  Sutro. 
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On  Thursday,  we  have  John  Latham,  David  Knight,  Gary  Bunch, 
and  Bill  Henley.  I  believe  that  this  information  has  been  shared 
with  the  Minority.  As  a  matter  of  fact,  I  see  a  memo  that  may  have 
just  been  written  yesterday  or  today. 

Senator  Sarbanes.  I  was  just  looking  at  it. 

The  Chairman.  The  schedules  are  attempting  to  accommodate, 
where  we  believe  it  is  appropriate,  witnesses  and  their  attorneys. 

It  was  Ms.  Thomases'  attorney  who  asked  us,  not  withstanding 
the  fact  that  a  subpoena  had  been  issued,  to  adjourn  this  matter 
in  order  to  accommodate  them  and  we  did.  So  there  will  be  some 
changes  as  we  go  along.  There  is  no  doubt  about  it. 

Senator  Sarbanes.  But  essentially  we've  set  the  hearing  sched- 
ule now  for  this  week  and  next  week? 

The  Chairman.  Essentially,  yes.  Now  if  there  is  an  opportunity 
to  advance  or  bring  in  other  witnesses,  or  if  we  find  that  it  is  not 
necessary,  obviously,  we  will  act  accordingly;  and  we  have  been  ad- 
vising the  Minority. 

Now,  I  will  say  again,  I  hope  that  we  can  come  to  an  agreement 
as  it  relates  to  the  issuance  of  subpoenas  getting  the  records  of  a 
bank  that  we  have  every  right  to  see.  It  is  a  bank  that  James 
McDougal  controlled.  We  have  discussed  these  records  now  for  a 
period  of  time. 

Senator  Sarbanes.  Mr.  Chairman,  the  other  point  I  want  to 

The  Chairman.  These  are  files  that  Webb  Hubbell  took  from  the 
Rose  Law  Firm.  If  Hubbell  had  not  taken  the  files,  we  would  not 
have  them.  The  relevance  is  that  we  are  interested  in  these  files 
that  Hubbell  took.  I  cannot  understand  why  we  cannot  come  to  an 
agreement  to  issue  these  subpoenas. 

Senator  Sarbanes.  We  will  figure  that  out  later  today,  I  assume. 

The  Chairman.  When  the  Senator  starts  to  say,  well,  this  was 
not  the  predecessor  of  the  Madison  Bank  that  leave  us  in  a  position 
where  people  would  think  that  maybe  there  is  no  relevance  to  this. 
There  is,  and  we  want  to  wrap  this  up  as  quickly  and  as  thor- 
oughly as  possible.  We  need  these  files  and  though  they  may  prove 
to  be  nothing,  it  is  still  our  job  to  get  this  information. 

Senator  Sarbanes.  Now,  Mr.  Chairman,  I  indicated  to  you  in  a 
conversation  last  week  that  the  Minority  was  prepared  to  partici- 
pate in  hearings  the  week  of  May  27th,  which  I  understand  is 
going  to  be  a  recess  week  for  the  Senate,  if  the  Chairman  thought 
hearings  were  necessary  that  week  in  order  to  hold  to  our  schedule, 
and  I  just  want  to  repeat  that  here  this  morning. 

I  understand  the  current  plan  in  the  Senate  is  the  week  of  May 
27th,  which  is  Memorial  Day  week,  they  plan  to  recess.  I  do  not 
know  whether  hearings  will  be  necessary  in  order  to  meet  the  June 
14th  date,  but  if  so,  we  are  prepared  to  hold  hearings  that  week. 
I  do  not  know  what  the  Chairman's  view  of  that  is  at  this  point, 
but  I  just  wanted  to  add  that  to  the  discussion. 

The  Chairman.  I  have  indicated  to  the  Senator,  if  it  is  necessary 
so  that  we  can  dispose  of  all  of  our  work  prior  to  the  agreed  date 
to  terminate  public  hearings,  I  would  certainly  think  it  is  incum- 
bent upon  us  to  use  that  time,  and  if  it  is  necessary  we  will  hold 
hearings  during  that  week. 

I  have  stated  previously,  it  is  the  intent  of  the  Chair,  to  do  our 
work  thoroughly,  comprehensively,  fairly,  and  in  an  honest  attempt 
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to  meet  the  deadline  that  the  Senate  has  imposed.  If  we  can  finish 
earlier,  I  think  it  would  be  to  our  advantage  in  case  we  have  addi- 
tional developments,  or  new  events  turn  up,  so  that  we  do  not  have 
to  ask  for  a  continuance  on  the  time;  we  can  do  it  within  the  time 
allotted. 

Witnesses  are  being  deposed  and  information  is  continuing  to  be 
gathered  in  an  attempt  to  meet  that  schedule  and  deal  with  it  in 
a  way  that  leaves  us  sufficient  time  to  write  our  report. 

Senator  SARBANES.  Are  you  going  to  turn  to  Mr.  Chertoff  now? 

The  Chairman.  Yes. 

Senator  SARBANES.  I  have  one  final  point  I  would  like  to  discuss. 

Mr.  Giuffra  informed  us  yesterday  that  he  had  a  discussion  with 
Mr.  Olsen,  Mr.  Hale's  counsel,  who  said  that  Mr.  Hale  intended  to 
assert  his  Fifth  Amendment  right,  as  I  understand  it.  That  is  the 
report  we  received  from  Mr.  Giuffra.  If  that  is  the  case,  I  think  we 
should  ask  Counsel  to  research  the  appropriateness  of  such  a  claim 
and  hopefully  work  could  begin  on  that  on  the  part  of  Counsel, 
working  together  both  Majority  and  Minority  Counsel. 

The  Chairman.  I  will  ask  both  Mr.  Chertoff  and  Mr.  Ben-Veniste 
to  research  whether  or  not  a  claim,  an  assertion  that  the  Fifth 
Amendment  will  be  interposed,  if  that  is  sufficient  to  thwart  a  sub- 
poena, or  the  appearance  of  a  witness;  whether  or  not  the  witness 
has  to  come  in  and  plead  the  Fifth  or  he  can  make  that  assertion 
through  his  attorney.  I  guess  that  is  the  question? 

Mr.  Ben-Veniste.  The  issue  really  is,  since  Mr.  Hale  has  testi- 
fied publicly  for  some  9  days  in  Little  Rock,  one  wonders  how  at 
this  point  he  would  successfully  assert  a  claim  of  privilege  against 
testifying  before  this  Committee. 

It  is  not  a  question  of  whether  a  witness  who  appropriately  as- 
serts a  Fifth  Amendment  privilege  should  be  brought  before  the 
Committee.  I  would  not  advocate  such  a  position.  But,  whether 

The  Chairman.  To  extend  a  waiver? 

Mr.  Ben-Veniste  — the  assertion  is  appropriate  under  the  cir- 
cumstances here  to  avoid  appearing  before  our  Committee. 

Senator  SARBANES.  Why  don't  we  have  Counsel  discuss  that? 

The  Chairman.  That  is  a  very  interesting  question.  I  think  Coun- 
sel should  review  that  and  possibly  even  take  it  up  with  Senate 
Legal  Counsel  as  it  relates  to  any  precedents  that  may  or  may  not 
have  been  established  so  we  can  get  a  determination. 

Mr.  Ben-Veniste.  We  are  going  only  on  what  Mr.  Giuffra  reports 
that  Mr.  Olsen  told  him.  He  has  not  made  that  assertion  publicly. 

The  Chairman.  Sure. 

Mr.  Ben-Veniste.  It  may  be  just  something  he  was  thinking  of. 
Perhaps  Mr.  Giuffra  could  clarify  it. 

The  Chairman.  Indeed,  if  this  is  raised,  I  think  it  would  be  wise 
for  us  to  get  ahead  of  the  curve.  He  may  or  may  not  choose  to  as- 
sert that  privilege,  but  we  will  do  the  research  on  it. 

Are  there  any  other  Senators  who  would  like  to  be  heard  from 
at  this  time? 

[No  response.] 

Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  was  requested  to  report  to  the  Committee  on 
where  we  are  with  a  series  of  questions  that  we  have  been  pursu- 
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ing  both  in  public  hearings  and  in  private  depositions  and  through 
private  interrogatories  relating  to  what  people  generally  know  as 
"the  billing  records." 

The  billing  records  are  large  computer  printouts  that  indicate  the 
billings  that  the  Rose  Law  Firm  submitted  to  Madison  Guaranty 
Savings  &  Loan  for  work  done  between  April  1985  and  about  June 
1986.  We  know  from  prior  testimony  before  the  Committee,  these 
were  under  subpoena  not  only  by  this  Committee  but  also  by  the 
Independent  Counsel  and  the  RTC. 

The  Committee  will  recall  that  this  issue  was  a  matter  that  a 
great  deal  of  time  was  spent  on  last  fall.  I  know  Senator  Bennett 
will  recall,  for  example,  that  he  persistently  raised  with  Ms. 
Thomases  and  with  some  other  witnesses  the  question  of  exactly 
what  work  was  done,  and  were  there  any  records  of  the  work. 

I  remember  Mr.  Hubbell  said  at  one  point  to  the  Committee: 
"You  know,  I  wish  I  could  answer  these  questions;  what  you  really 
need  are  the  billing  records." 

Then,  after  having  raised  the  hue  and  cry  for  a  couple  of  months, 
one  day  in  January  the  Committee  found,  almost  literally  on  its 
doorstep,  a  delivery  of  these  billing  records. 

Ms.  Huber  was  here  and  testified  she  had  seen  the  records  in  the 
early  part  of  August  of  last  year  on  a  table  in  the  Book  Room  in 
the  residence  of  the  White  House.  She  had  taken  possession  of 
them.  They  were  out  in  the  open  on  top  of  the  table.  She  described 
that  as  a  very  private  area  of  the  residence.  She  said  she  was 
under  the  impression  she  was  supposed  to  file  them.  She  took  pos- 
session of  them.  She  took  them  down  to  her  office,  and  in  early 
January  when  she  saw  them  again  she  realized  that  this  would  be 
potentially  something  that  had  to  be  turned  over  pursuant  to  the 
subpoena  and  she  called  her  lawyer  and  other  lawyers,  and  they 
were  then  furnished  to  us. 

Now  the  questions  that  we  wanted  to  pursue  was  how  did  they 
get  to  the  Book  Room  in  August  and  who  had  them?  This  bears  on 
two  questions. 

First,  if  someone  who  knew  about  the  subpoena  and  was  subject 
to  the  subpoena  for  these  records  was  aware  of  where  they  existed, 
if  the  records  were  in  the  control  of  someone  who  was  subject  to 
subpoena  and  they  were  not  turned  over,  that  obviously  would 
raise  questions  concerning  whether  someone  had  obeyed  the  sub- 
poena. That  is  of  concern  to  the  Committee  as  well  as  to  law  en- 
forcement. 

Second,  there  were  a  series  of  questions — some  of  them  under 
oath;  some  of  them  not  under  oath — that  had  been  put  to  various 
individuals  in  connection  with  the  work  that  was  done  by  the  Rose 
Law  Firm  for  Madison  Guaranty  Savings  &  Loan  which  were 
called  into  question  by  the  billing  records. 

If  those  billing  records  were  available  to  people  before  the  time, 
or  at  the  time  they  were  answering  the  questions,  there  is  a  natu- 
ral issue  that  arises  about  why  did  someone  say  something  that  the 
records  contradicted  If  they  had  them,  or  had  seen  them  before 
they  answered  the  questions,  they  would  know  the  answers  the 
records  contained.  Let  me  give  you  by  way  of  some  examples  some 
of  what  I  mean. 
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There  were  questions  on  a  number  of  occasions,  both  in  the  press 
and  more  importantly,  at  least  on  one  occasion,  from  the  RTC  and 
from  the  FDIC.  Those  are  the  Federal  regulators  who  were  inves- 
tigating this  matter  about  the  contacts  that  Mrs.  Clinton  had  as  a 
lawyer  for  the  Rose  Law  Firm  on  behalf  of  McDougal's  bank, 
McDougal's  savings  and  loan,  with  Beverly  Bassett  Schaffer  who 
was  then  the  regulator  in  charge  of  savings  and  loans. 

The  Committee  will  recall  that  as  of  April  1985,  the  Rose  Law 
Firm  began  representation  of  McDougal's  savings  and  loan.  The 
very  first  matter  they  undertook  was  an  effort  to  get  approval  to 
issue  preferred  stock.  There  were  documents  that  everybody  had 
that  snowed  that  the  regulator,  Ms.  Bassett,  had  written  to  Hillary 
Clinton  on  this  issue. 

Yet,  when  Mrs.  Clinton  was  asked  to  respond  to  interrogatories 
in  early  1994  by  the  RTC  that  was  investigating  this,  she  said  at 
page  41  of  her  interrogatories: 

I  was  not  involved  in  any  meetings  with  State  regulators  on  these  matters.  I  may 
have  made  one  telephone  call  to  the  Arkansas  Securities  Department  to  find  out  to 
whom  Mr.  Massey  should  direct  any  inquiries  regarding  S&L  matters.  I  do  not  re- 
member to  whom  I  spoke. 

Now  when  we  got  the  records,  we  discovered  that  there  was,  in 
fact,  a  very  clear  record  of  a  conversation  between  Mrs.  Clinton  and 
Beverly  Bassett  because  she  had  recorded  it  on  her  time,  and  it 
had  turned  up  on  the  billing  records.  Listed  in  the  entry  for  April 
29,  1985,  is  a  1-hour  timeframe  which  has  "telephone  conference 
with  B.  Bassett,  Securities  Commissioner  and  telephone  conference 
with  R.  Massey,"  who  was,  as  we  know,  the  young  lawyer,  the  first- 
year  associate  lawyer  working  on  this  matter.  This  record  is  incon- 
sistent with  the  notion  that  there  was  an  inquiry  simply  to  deter- 
mine to  whom  this  matter  should  be  addressed. 

The  question  is:  Had  these  records  been  seen  by  Mrs.  Clinton  be- 
fore the  time  she  indicated  that  she  did  not  remember  to  whom  she 
spoke?  Obviously  if  they  were  seen  by  her  before,  then  the  question 
is:  Why  didn't  she  remember  what  she  had  seen  and  what  had  evi- 
dently been  drawn  to  her  attention  by  Mr.  Vincent  Foster's  mark- 
ings on  the  billing  records,  why  didn't  she  use  that  to  answer  the 
question?  Why  didn't  she  have  a  recollection  of  something  that  had 
been  directed  to  her  attention  by  Vincent  Foster — namely,  her 
records  of  that  call  with  Beverly  Bassett. 

The  records  also  turn  out  to  be  important  when  we  evaluate  the 
statements  that  Mrs.  Clinton  made  concerning  how  much  work  and 
how  much  day-to-day  supervision  she  had  about  the  work  for  Madi- 
son Savings  &  Loan. 

She  indicated  to  the  RTC,  for  example,  that  her  knowledge  of  the 
events  concerning  this  entire  representation  is  largely  secondhand, 
since  her  contemporaneous  involvement  in  the  representation  was 
minimal  and  Mr.  Massey  primarily  handled  the  matter.  She  said 
again  in  an  affidavit  to  the  Federal  Deposit  Insurance  Corporation: 

I  was  not  involved  in  the  day-to-day  work  on  the  project.  My  knowledge  of  the 
events  concerning  this  representation  has  been  largely  derived  from  a  review  of  the 
relevant  documents 

If  she  had  reviewed  this  document  before  she  gave  that  answer, 
she  would  know  that,  in  fact,  she  spent  a  little  over  6  hours  on  the 
preferred  stock  issue;  and  that,  in  fact,  her  total  representation  of 
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Madison  Guaranty  Savings  &  Loan  as  reflected  in  her  billing 
records  was  substantially  more  than  any  other  lawyer  in  the  firm. 

In  fact,  over  half  of  all  the  hours  billed  by  all  Rose  Law  Firm 
lawyers  for  Madison  Guaranty  Savings  &  Loan  work  during  this 
period  were  billed  by  Hillary  Clinton.  She  billed  52  percent  of  the 
total  hours,  which  is  substantially  more  than  the  next  lawyer  who 
worked  on  these  things. 

So  again  the  billing  records,  if  they  were  in  her  possession  before 
and  she  had  seen  these  notations  on  the  records  before  she  gave 
these  answers,  it  raises  a  question  of  why  she  answered  as  she  did. 

This  comes  up  again  with  respect  to  the  issue  of  Castle  Grande. 

Senator  Sarbanes.  Mr.  Chairman. 

The  Chairman.  Yes. 

Senator  Sarbanes.  As  I  understood  it,  we  were  going  to  examine 
where  these  records  have  been  and  who  has  handled  them.  I  can 
understand  Mr.  Chertoff  wants  to  lay  out  his  various  hypotheses 
with  respect  to  Mrs.  Clinton,  but  either  we  ought  to  develop  these 
at  hearings  with  witnesses,  or  he  ought  to  put  it  in  his  final  report. 
But  I  am  not  quite  clear  why  we  are  going  to  spin  through  all  of 
this  here  this  morning. 

As  I  understood  it  we  were  going  to  get  a  report  on  the  inquiry 
with  respect  to  the  records.  Now,  we  are  getting  sort  of  hypothe- 
ticals  on  the  basis  of  Mr.  Chertoff 's  interpretation  of  various  mat- 
ters in  the  record,  which  is  a  very  different  thing. 

The  Chairman.  I  am  going  to  permit  Mr.  Chertoff  for  the  next 
5  minutes  to  move  through  this  as  it  sets  the  groundwork  for  the 
importance  and  the  relevance  of  these  billing  records. 

It  is  not  a  question  of  any  records  at  any  time  that  appeared,  but 
there  are  some  relevant  issues.  Mr.  Chertoff,  I  am  going  to  ask  you 
to  move  through  it  and  then  make  a  report  as  to  what  the  Commit- 
tee and  the  staff  have  done  to  ascertain  who  may  have  had  access 
to  these  records,  who  we  have  eliminated,  and  what  the  status  is. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

The  reason  I  am  laying  out  the  background  is  because  part  of  the 
analysis  the  Committee  has  to  undertake  in  trying  to  decide  who 
handled  the  records  and  who  had  them  in  their  possession  is  to  un- 
derstand to  whom  they  would  have  been  significant. 

To  pick  an  example,  someone  at  one  point  threw  out  the  sugges- 
tion that  construction  workers  might  have  had  access  to  the 
records.  But  when  you  look  at  the  records  and  you  see  what  they 
are  about  and  whose  activities  they  concern,  it  is  very  unlikely  that 
construction  workers  would  have  an  interest. 

Even  with  respect  to  some  of  the  people  who  we  have  seen  in  the 
hearings  who  have  testified,  when  you  look  at  the  nature  of  the 
records,  what  is  intrinsic  to  the  records,  you  understand  that  some 
of  these  people  would  really  not  have  a  particular  interest  or  even 
an  understanding  of  the  significance  of  the  records. 

There  is  really  only  a  limited  number  of  people  who,  by  virtue 
of  their  background,  would  have  been  able  to  interpret  the  records, 
would  have  understood  the  notations  on  the  records,  would  have 
known  what  the  items  referred  to  in  the  records,  and  therefore 
would  have  had  a  motive  to  handle  the  records.  That  is  something 
the  Committee  is  going  to  have  to  consider. 
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Senator  Sarbanes.  Are  you  precluding  handling  the  records 
without  having  a  motive? 

Mr.  Chertoff.  I  think  it  is  always  possible,  Senator,  that  some- 
one could  handle  something  unwittingly. 

Senator  Sarbanes.  OK.  That's  all  I  wanted  to  know. 

Mr.  Chertoff.  The  likelihood  of  someone  doing  that. 

It  is  far  more  likely  someone  would  be  in  possession  of  records 
and  handling  records  and  looking  at  records  they  cared  about  than 
it  is  to  someone  with  no  conceivable  interest  in  the  records  would 
have  been  pouring  through  them.  I  mean,  anything  is  possible  in 
life,  but  like  anything  else,  whether  it  be  this  Committee  or  a 
court,  we  all  deal  with  what  is  likely  and  probable. 

Just  to  give  you  one  last  example,  and  I  think  it  is  particularly 
pertinent  with  respect  to  the  Bank  of  Kingston  issue,  one  of  the 
critical  questions  that  was  raised  early  on  was  how,  in  fact,  did  this 
representation  begin?  Why  was  it  that  the  Rose  Law  Firm  was  re- 
tained to  handle  matters  for  Madison  Guaranty  Savings  &  Loan? 

We  heard  a  witness  I  think  who  testified  that  typically  they  used 
Jim  Guy  Tucker's  law  firm  to  do  their  work.  And  yet  in  April  1985, 
we  turn  up  with  work  being  performed  by  the  Rose  Law  Firm. 

I  think  it  is  public  knowledge  now  that  there  is  a  difference  of 
opinion  about  how  that  started. 

The  billing  records  also  contain,  interestingly,  a  copy  of  a  bill 
that  was  for  the  old  Bank  of  Kingston,  or  Madison  Bank  and  Trust. 
That  is  part  of  these  billing  records  that  were  found  in  the  Book 
Room  that  had  not  been  available  previously.  This  indicates  that, 
in  fact,  the  bill  had  been  paid  as  of  the  date  on  the  bill.  Then  there 
is  a  notation  in  Vincent  Foster's  writing,  "HRC,  I  believe  there  was 
a  subsequent  bill." 

These  records  also  bore  on  the  question  of  whether,  in  fact,  it 
was  true  that  the  reason  Mrs.  Clinton  got  involved  was  because 
there  was  a  problem  with  an  unpaid  bill,  or  whether  the  bill  had 
been  paid.  These  billing  records  showed  that  the  people  who  had 
them  in  their  possession  were  very  interested  in  exploring  that 
question. 

Bearing  that  in  mind,  let  me  tell  you  how  we  proceeded  to  ana- 
lyze the  questions  that  we  have  to  address  and  who  might  have 
handled  these  records. 

There  are  basically  five  questions  in  terms  of  handling  the  billing 
records.  We  have  tried  to  work  our  way  through  each  of  them  and 
narrow  down  the  field  of  people  who  might  be  involved. 

The  first  question  is:  Who  removed  the  records  from  the  Rose 
Law  Firm  in  1992?  These  are,  after  all  law  firm  records.  Mr.  Clark, 
the  head  of  the  law  firm,  didn't  remember.  No  one  remembered  giv- 
ing permission  to  have  the  records  removed,  still  less  to  have  them 
disseminated  outside  of  Little  Rock  and  taken  to  the  White  House. 

The  question  was  whether  anyone  handled  the  records  in  Little 
Rock  during  the  campaign.  That  is  certainly  an  important  question 
in  order  to  determine  how  they  wound  up  in  the  Book  Room.  Then 
we  wanted  to  find  out  if  we  could  determine  who  handled  the 
records  in  Little  Rock  and  who  took  them  to  Washington.  If  we 
could  determine  that,  we  wanted  to  know  who  stored  the  records 
in  Washington,  and  where  they  were  until  the  summer  of  1995, 
when  they  reappear  on  the  table  in  the  Book  Room. 
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And  finally,  maybe  the  bottom  line  question  is  who  placed  the 
records  in  the  White  House  Book  Room? 

Let  me  tell  you  where  we  are  with  respect  to  each  question. 

First,  who  removed  the  records  from  the  Rose  Law  Firm  in  1992? 
Well,  Mr.  Hubbell  was  asked  this  question  under  oath  and  he  indi- 
cated that  he  had  not  removed  them  from  the  Rose  Law  Firm.  Ob- 
viously, we  cannot  ask  Mr.  Foster.  Mr.  Foster,  though,  there  was 
testimony,  had  at  least  gone  to  some  people  in  the  firm  and  sought 
to  obtain  some  records,  although  not  billing  records. 

We  also  know,  and  this  is  part  of  the  second  question,  that  Vince 
Foster  and  Webb  Hubbell  both  had  the  billing  records  at  some 
point  in  time  during  the  campaign  in  1992.  We  know  that  because 
Mr.  Hubbell  testified  that  he  had  spoken  to  Mr.  Foster  about  them 
in  the  campaign. 

He  identified,  and  others  identified,  Mr.  Foster's  handwriting  on 
the  records  that  appeared  to  be  notes  to  "HRC"  directing  her  par- 
ticular attention  to  certain  parts  of  the  record.  And  we  know  this 
because  we  have  Susan  Thomases'  notes  of  her  conversation  with 
Hubbell  and  the  campaign  where  she  made  a  reference  on  the  side 
saying,  "he  has  the  billing  records." 

In  fact,  Hubbell  was  describing  to  Susan  Thomases  over  the  tele- 
phone, as  she  testified  and  as  her  notes  bear  out,  the  content  of  the 
records  and  the  significance  of  the  records.  So  that  we  have  at  least 
established,  I  think,  that  two  people  had  those  records  in  their  pos- 
session and  custody  in  Little  Rock  during  the  1992  Presidential 
Campaign.  Ms.  Thomases  testified  under  oath  that  she  had  never 
seen  the  records;  she  had  merely  heard  about  the  records. 

Now  the  records  appear  3  years  later.  Who  transported  them  to 
Washington?  We  asked  this  question  of  several  people.  Carolyn 
Huber  denied  seeing  them  before  they  appeared  in  the  Book  Room. 
We  asked  Susan  Thomases  and  she  denied  in  her  testimony  having 
seen  the  records  or  dealt  with  them  physically  in  1992,  so  she  did 
not  transport  them.  Mr.  Hubbell  testified  under  oath  that,  although 
he  collected  a  whole  series  of  documents  in  early  1993,  from  the 
Rose  Law  Firm  which  he  simply  removed  without  asking  permis- 
sion, the  billing  records  were  not  among  them.  His  last  recollection 
of  the  billing  records  was  that  he  had  given  them  to  Vincent  Fos- 
ter, and  he  swore  that  he  had  never  seen  them  again  until  they 
were  presented  this  year  in  the  context  of  his  deposition  and  his 
testimony. 

Mr.  Hubbell's  testimony  takes  him  off  the  board  as  someone  who 
transported  the  records.  Betsey  Wright,  when  she  was  up  here,  in- 
dicated that  she  had  not  been  responsible  for  transporting  these 
records.  She  identified  the  records  she  did  handle  that  she  had 
filed,  and  she  had  never  seen  these  records  and  had  not  been  re- 
sponsible for  getting  them  to  Washington.  The  last  person  we  know 
who  had  the  records,  if  we  accept  Mr.  Hubbell's  testimony,  was 
Vincent  Foster,  and  we  cannot  ask  him. 

That  takes  us  to  the  question  of  who  stored  the  records  until 
they  were  on  the  Book  Room  table  in  1995?  Carolyn  Huber  and 
Susan  Thomases  denied  having  any  knowledge  of  the  records  be- 
fore they  were  produced — in  the  case  of  Ms.  Thomases  before  they 
were  produced  here;  and  in  the  fact  of  Ms.  Huber  before  she  saw 
them  in  the  Book  Room. 
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Webster  Hubbell  denied  seeing  the  records  in  Washington  even 
among  those  records  he  kept  in  the  basement  until  he  saw  them 
here  in  the  Committee  room.  In  fact,  what  Hubbell  said  was  he  had 
turned  all  the  records  that  he  had  in  his  basement  over  to  the 
President's  lawyer  in  late  1993.  The  President's  lawyers  did  not 
turn  these  records  over,  and  Mr.  Kendall  and  Ms.  Sherburne,  who 
were  the  President's  lawyer  and  the  White  House  lawyer,  both  said 
they  had  not  seen  the  records  until  1996. 

Of  the  people  who  we  know  had  some  contact  with  these  records, 
Mr.  Foster  is  really  left  because  Mr.  Hubbell,  Ms.  Thomases,  and 
Ms.  Huber  have  taken  themselves  off  the  boards. 

Then  the  question  is:  Who  placed  the  records  in  the  White  House 
Book  Room?  In  order  to  answer  that  question  we  have  to  answer 
the  question  of  who  had  access  to  the  Book  Room.  It  is  a  kind  of 
a  classic  process  of  elimination. 

We  knew  from  Carolyn  Huber's  testimony,  and  she  was  very  firm 
on  this  under  oath,  that  she  discovered  these  in  early  August  1995, 
last  year,  which  is  less  than  a  year  ago.  And  for  purposes  of  mak- 
ing an  analysis,  we  broadened  the  timeframe.  We  started  at  about 
July  20  and  we  ended  August  10.  We  asked  ourselves,  and  we 
asked  ultimately  the  White  House,  who  were  the  conceivable  num- 
ber of  people  who  had  access  to  the  Book  Room? 

Now  the  testimony  of  people  like  Ms.  Huber  is  that  that  is  not 
a  room  which  is  generally  accessible  to  the  public,  or  even  to  people 
who  are  in  the  residence  for  ceremonial  events.  It  is  a  place  where 
the  Clinton's  keep  books,  and  gifts,  and  things  of  that  sort.  They 
have  some  personal  files  there,  and  it  is  apparently  the  way  you 
get  into  the  Exercise  Room.  So  it  would  be  accessible  to  guests. 

And  putting  aside  the  question  I  raised  earlier,  which  was  who 
would  logically  be  looking  at  these,  we  figured  we  would  take  the 
broadest  possible  approach. 

The  White  House  had  put  out  the  notion  that  there  were  people 
working  in  construction  in  the  residence;  there  were  all  kinds  of 
guests  in  the  residence.  These  figures  are  statistically  thrown  out 
as  if  to  suggest  that  there  were  hundreds  of  potential  people  who 
might  have  handled  the  records  and  put  them  in  the  Book  Room. 

So  we  proceeded  to  try  to  whittle  that  down.  We  accepted  the  fact 
that  the  President  and  Mrs.  Clinton's  daughter  and  her  friends  ob- 
viously had  nothing  to  do  with  this.  We  didn't  pursue  that. 

We  went  to  the  residence  staff.  We,  in  fact,  had  the  Head  Usher 
and  the  Assistant  Head  Usher  here  to  testify.  And  based  on  their 
testimony  and  other  investigation,  and  in  particular  the  fact  that 
members  of  the  residence  are  under  strict  instruction  on  pain  of  re- 
moval that  they  must  not  disturb  papers,  put  them  down  or  take 
them  up,  look  at  them  or  go  through  them,  we  were  satisfied  that 
it  was  extremely  unlikely  that  someone  in  the  residence  staff, 
meaning  ushers  or  maids,  would  have  been  responsible  for  putting 
the  records  there,  or  looking  at  the  records,  or  maintaining  the 
records  there. 

Then  we  addressed  the  question  of  construction  workers.  The  tes- 
timony we  got  on  the  construction  workers  is  that  all  construction 
workers  and  outside  contractors  who  work  in  the  residence  are  es- 
corted by  the  Secret  Service  or  the  Usher's  Office  at  all  times.  They 
are  under  strict  instruction  that  they  can't  touch  or  remove  any- 
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thing  within  the  residence;  and  again,  they  would  be  sanctioned  if 
they  did  it.  Common  sense  probably  would  have  led  us  there  in  the 
first  place,  but  we  pursued  it  and  the  facts  support  common  sense. 

The  Chairman.  Did  you  question  the  construction  workers  by  in- 
terrogatories or  any  other  way? 

Mr.  Chertoff.  I  think  we  relied  principally  on  the  testimony  of 
the  Secret  Service  and  the  Ushers'  Office,  because  they  indicated 
that  the  construction  workers  are  not  allowed  to  be  by  themselves. 
There  is  always  supervision  by  the  Secret  Service  or  by  the  Ushers 
Office.  They  assured  us  it  would  not  be  permitted  to  have  some- 
body putting  documents  down,  removing  documents,  or  disturbing 
documents.  I  have  to  say,  based  on  what  I  said  earlier,  as  a  matter 
of  common  sense  it  is  hard  to  imagine  a  construction  worker  that 
would  be  in  possession  of  these  records  or  would  look  at  them,  or 
would  leave  them. 

Then  we  looked  at  the  question  of  approximately  55  public  offi- 
cials who  visited  within  the  residence  during  this  period  of  time. 

Now,  I  want  to  say  that  the  records  we  got  from  the  White  House 
do  not  monitor  movement  within  the  residence,  the  second  and  the 
third  floor.  They  tell  us  who  goes  into  the  residence,  but  they  don't 
tell  us  who  moves  between  the  second  and  third  floor.  There  are, 
as  we  understand  from  the  White  House,  various  rooms  particu- 
larly on  the  second  floor  that  are  kind  of  ceremonial  rooms.  There 
are  functions,  or  quasi  public,  or  public  functions  there.  Although 
it  seems  unlikely  that  people  on  the  second  floor  would  go  up  to 
the  third  floor,  we  thought  we  had  to  look  at  everybody  who  came 
into  the  residence  because  we  could  not  narrow  it  further. 

We  did  not  question  the  public  officials.  We  did  send  them  inter- 
rogatories. It  seemed  to  us  unlikely,  and  so  unlikely  as  to  be  be- 
yond any  doubt,  that  the  mayors  or  the  president  of  a  foreign  coun- 
try would  be  handling  the  billing  records  any  place,  let  alone  in  the 
Book  Room.  Likewise  we  did  not  question  Cabinet  officials  or  peo- 
ple who  clearly  would  not  have  had  a  reason  to  look  at  them. 

Then  we  looked  at  residence  guests.  There  were  various  people 
who  were  guests  in  the  residence  and  we  wanted  to  proceed  dis- 
cretely. We  did  not  want  to  disturb  anyone's  privacy. 

We  sent  interrogatories  out  and  we  received  negative  responses 
from  just  about  everybody.  There  were  two  individuals  from  whom 
we  did  not  receive  responses  who  are  members  of  the  President's 
personal  family.  Other  than  those  two,  we  received  responses  from 
every  guest  indicating  that  they  had  not  any  knowledge  of,  nor  had 
seen  nor  handled  the  records. 

That  left  a  category  of  what  we  have  described  as  "insiders."  I 
do  not  want  to  use  that  as  a  pejorative  term,  but  these  are  people 
who — they  are  not  guests  in  the  residence,  overnight  guests — they 
are  people  who  have  a  regular  working  relationship  or  dealing  with 
the  Clintons,  either  those  who  have  had  it  in  the  past  or  who  have 
it  currently  and  who  were  in  the  residence  area.  These  are  people 
whom  we  either  deposed  or  submitted  interrogatories  to.  Of  the  in- 
siders, there  are  only  two  we  have  not  yet  specifically  questioned. 

One  is  Ms.  Thomases,  although  Ms.  Thomases  has  previously 
sworn  that  she  did  not  see  these  records  before,  so  I  think  it  is 
pretty  predictable  what  her  answer  will  be;  and  Bruce  Lindsey  whoj 
we  are  scheduled  to  depose  in  the  very  near  future. 
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That  indicates  where  we  are  with  respect  to  people  having  access 
to  the  Book  Room.  Other  than  two  members  of  the  President's  fam- 
ily who  have  not  answered  the  interrogatories,  and  the  two  insid- 
ers— and  again  we  are  just  using  that  term  for  convenience. 

The  Chairman.  We  could  say,  "people  who  had  more  or  less  regu- 
lar access  to  the  White  House." 

Mr.  Chertoff.  Or  we  can  say,  "people  who  had  working  relation- 
ships with  the  Clintons  as  opposed  to  personal  relationships." 

Other  than  two  of  those  from  whom  we  have  not  gotten  formal 
answers,  and  I  think  from  Ms.  Thomases  we  essentially  have,  I 
think  we  have  on  the  record  evidence  that  none  of  the  206-odd-peo- 
ple  who  were  in  the  residence  during  that  period  of  time  handled 
the  records,  saw  the  records,  or  knew  anything  about  the  records 
during  the  period  we  have  examined.  That  is  the  current  status  of 
where  we  are  with  the  billing  records. 

Senator  Sarbanes.  To  whom  were  the  interrogatories  sent?  The 
residence  guests?  That  category? 

Mr.  Chertoff.  They  were  sent  to  residence  guests.  Some  were 
sent  to  people  that  we  described  as  people  who  have  a  working  re- 
lationship with  the  Clintons;  people  who  I  think  have  more  regular 
access  to  the  residence,  or  who  we  were  deposing  anyway,  we  gen- 
erally put  the  question  by  supposition.  Senator,  this  is  something 
both  sides  participated  in. 

Senator  Sarbanes.  Do  you  know  how  many  interrogatories  were 
sent  on  this  issue  to  how  many  people? 

Mr.  Chertoff.  I  believe  a  total  of  approximately  60  people  re- 
ceived interrogatories.  I  think  we  generally  sent  a  standard  inter- 
rogatory with  four  parts  or  four  questions. 

Senator  SARBANES.  How  many  depositions  on  this  issue? 

Mr.  Chertoff.  I  do  not  know  that  I  can  tell  you  off  the  top  of 
my  head,  but  I  would  say  that  the  construction  workers  we  did  not 
depose,  obviously,  except  for  the  Secret  Service. 

Senator  Sarbanes.  Or  interrogate;  right? 

Mr.  Chertoff.  Or  interrogate.  We  relied  on  the 

Senator  Sarbanes.  And  the  same  thing  with  the  residence  staff? 

Mr.  Chertoff.  We  relied  upon  the  testimony  of  the  Secret  Serv- 
ice and  the  Ushers'  representative.  So  I  think  we  took  three  deposi- 
tions or  four  depositions  that  would  have  related  to  that. 

Senator  Sarbanes.  The  same  with  dignitaries  and  officials? 

Mr.  Chertoff.  That  is  correct.  We  did  not  question  dignitaries 
and  officials  like  mayors  or  guests  from  foreign  countries. 

One  of  the  reasons  I  wanted  to  give  the  status  report  is  because 
obviously  the  staffs  on  both  sides  have  a  complete  list  of  who  we 
have  questioned.  If  there  is  anybody  in  particular  that  someone 
feels  we  should  depose  that  we  have  not  deposed,  or  we  should 
send  a  questionnaire  to  that  we  have  not,  obviously  we  have  the 
time  to  do  that.  That  is  one  of  the  reasons  why  I  think  it  is  impor- 
tant to  give  the  status  report  now.  But  I  am  satisfied  that  we  made 
a  reasonable  judgment  without  pursuing  questioning  to  the  point 
of  illogic  in  making  what  I  think  is  a  very  compelling  determina- 
tion about  who  needed  to  be  questioned. 

Mr.  Ben-Veniste.  Mr.  Chairman,  could  we  see  the  other  chart 
for  a  moment? 

[Chart  shown.] 
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Mr.  Ben-Veniste.  The  chart  is  entitled  "Mrs.  Clinton's  Billing 
Records,"  but  aren't  those  the  Rose  Law  Firm  billing  records  that 
we  are  talking  about? 

Mr.  Chertoff.  Well,  they  are,  although  they  were  found  in  the 
White  House  ultimately  in  the  custody  and  control  of  the  President 
and  the  First  Lady. 

Mr.  Ben-Veniste.  So  it  was  the  Rose  Law  Firm  billing  records 
that  was  found  at  the  White  House;  correct? 

Mr.  Chertoff.  Correct. 

Mr.  Ben-Veniste.  And  Mrs.  Clinton's  time  and  participation 
were  included  in  those  records,  so  the  chart  really  ought  to  be 
"Rose  Law  Firm  Billing  Records."  Is  that  correct? 

Mr.  Chertoff.  I  believe  I  am  satisfied  with  the  chart,  but  people 
can  disagree. 

Mr.  Ben-Veniste.  You  are  satisfied  with  your  chart,  but  they 
were  the  Rose  Law  Firm  billing  records. 

Let  me  ask  you  whether,  in  fact,  the  bills  themselves  were  not 
turned  over  to  the  RTC  earlier?  The  bills  comprise  the  document 
that  you  have  displaced  earlier.  Those  bills  were  sent  to  Madison 
Guaranty  Savings  &  Loan  and  copies  of  those  bills  were  already  in 
the  possession  of  the  Committee  prior  to  the  time  the  billing 
records  were  discovered. 

Mr.  Chertoff.  Actually,  Richard,  you  know  as  well  as  I  do,  we 
had  what  were  very  fragmentary  bills.  In  fact,  the  Committee  will 
remember  that  we  were  frustrated,  the  Committee  was  frustrated 
when  we  had  Mr.  Hubbell  up  and  Ms.  Thomases  up,  and  people 
from  the  firm,  and  they  were  frustrated  because  we  did  not  have 
anything  more  than  two  or  three  bills. 

Then  we  had  a  recap  sheet,  a  recapitulation  sheet  that  showed 
the  way  they  were  allocating  dollar  credit  among  the  lawyers  dur- 
ing this  period  of  time.  But  the  most  important  questions — How 
many  hours  were  worked?  And  what  was  the  actual  work  done? — 
was  unknown  to  us  and,  to  my  knowledge,  unknown  to  anybody 
else  like  the  RTC,  or  anybody  investigating  it,  until  these  records 
appeared  and  were  presented. 

Mr.  Ben-Veniste.  In  addition  to  having  some  of  the  actual  bills, 
we  had  some  of  the  timesheets  for  some  of  the  lawyers. 

Mr.  Chertoff.  I  think  we  had  what  I  would  consider  to  be  a  neg- 
ligible amount  of  this  information.  We  had,  I  think,  three  of  four 
bills,  and  a  few  timesheets  of  lawyers  other  than  Mrs.  Clinton. 
Frankly,  the  burning  question  which  everyone  will  remember  we 
raised  was:  Where  is  there  a  complete  set  of  these  records? 

The  Chairman.  Senator  Bond. 

OPENING  COMMENTS  OF  SENATOR  CHRISTOPHER  S.  BOND 

Senator  Bond.  Thank  you,  Mr.  Chairman,  Mr.  Chertoff. 

Mr.  Ben-Veniste  has  talked  about  the  information  we  have  had, 
in  essence.  If  we  had  the  haystack,  these  were  the  needles.  As  I 
understand  it,  your  chart  does  attempt  to  identify  the  chain  of  cus- 
tody. 

The  records  were  collected  at  the  Rose  Law  Firm  in  mid-Febru- 
ary 1992.  Do  I  understand  it  correctly  that  Mr.  Hubbell  had  them 
and  discussed  them  with  Susan  Thomases  and  then  gave  them  to 
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Vince  Foster?  So  the  last  we  know  from  direct  testimony  is  that 
they  were  in  the  possession  of  the  late-Mr.  Foster.  Is  that  correct? 

Now  when  the  subpoenas  came,  the  subpoenas  were  in  1994. 
Was  it  the  Independent  Counsel  and  the  RTC  issued  subpoenas, 
and  anybody  to  whom  the  subpoena  was  directed  or  had  knowledge 
of  it  has  the  responsibility,  if  they  knew  of  the  custody,  to  turn  over 
these  records?  Is  that  fair? 

Mr.  Chertoff.  That's  right,  Senator.  In  fact,  we  had  Mr.  Kendall 
who  represented  the  President  and  the  First  Lady,  and  we  had  Ms. 
Sherburne  from  the  White  House  who  specifically  indicated  that 
they  were  aware  of  the  subpoenas  and  had  informed  their  clients 
of  their  obligation  to  turn  over  documents.  And  these  clearly  were 
included  in  the  subpoenas. 

Senator  Bond.  To  me  this  is  very  important  because  our  process 
of  investigation  was  seriously  delayed  and  hampered  because  these 
records  went  to  some  of  the  critical  questions  about  which  we  were 
inquiring,  and  without  the  records  we  did  not  have  the  knowledge 
that  those  records  now  give  us. 

There  is  no  one  who  admits  seeing  them  between  the  time  that 
they  were  transferred  to  Mr.  Foster's  file  and  the  time  that  Ms. 
Huber  has  testified  she  found  them  in  July  1994,  and  then  real- 
ized— July  1995,  excuse  me 

Mr.  Chertoff.  I  think  actually  early  August. 

Senator  Bond.  August  1995,  and  then  realized  in  January  what 
they  were.  So  that  is  the  time  period. 

What  you  have  outlined  for  us  is,  by  process  of  elimination  we 
have  to  work  through  to  find  out  who  had  them. 

Now  would  information  such  as  fingerprints  which  have  been  dis- 
cussed in  the  media  be  of  relevance  in  this  inquiry? 

Mr.  Chertoff.  It  would  be.  I  am  not  a  fingerprint  expert.  I  have 
obviously  dealt  with  fingerprints  in  the  past  as  a  lawyer  and  as  a 
U.S.  Attorney.  My  understanding  is  you  cannot  date  fingerprints, 
but  I  may  be  wrong.  Certainly  the  technology  may  have  changed 
in  the  period  of  time  since  I  left  the  Government.  What  I  think  fin- 
gerprints show  is  that  somebody  handled  something. 

Senator  Bond.  At  some  point.  But  wouldn't  subsequent  finger- 
prints be  on  top?  Could  they  tell  if  there  were  fingerprints  on  top 
of  other  fingerprints? 

Mr.  Chertoff.  That  goes  beyond  my  knowledge. 

Senator  Bond.  OK. 

Mr.  Chertoff.  I  can  tell  you  the  things  that  would  show  they 
were  handled.  Clearly  if  we  could  find  out  the  sequence  of  prints, 
that  would  be  helpful. 

Senator  Bond.  As  an  attorney  investigator,  what  other  steps  can 
this  Committee  take  to  help  us  resolve  the  questions  of  the  custody, 
outside  of  identifying  who  might  have  had  access,  and  determining 
whether,  in  fact,  under  sworn  testimony  they  state  they  do  have 
them  and  identifying  the  fingerprints,  are  there  other  steps  that 
could  be  taken  reasonably  to  determine  that  chain  of  custody? 

Mr.  Chertoff.  I  think  all  you  can  do  are  the  following  things, 
which  I  think  we  have  done  or  are  in  the  process  of  doing:  You  can 
ask  people  who  might  have  seen  them,  who  we  have  reason  to  be- 
lieve might  have  seen  them,  or  who  had  access  to  them  and  elimi- 
nate possibilities.  You  can  examine  fingerprints  or  physical  evi- 
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dence.  You  can  look  at  what  is  in  the  documents  and  ask  yourself: 
Who  would  have  wanted  to  keep  the  documents  around? 

Common  sense  is  a  large  part  of  investigation,  and  obviously 
someone  who  is  involved  in  national  security  policy  at  the  White 
House  and  has  never  been  at  the  Rose  Law  Firm,  is  extremely  un- 
likely to  want  to  be  looking  at  these  records  or  keeping  them.  You 
can  use  that  approach.  I  think  if  you  take  all  those  together,  that 
is  the  best  shot  you  can  take  at  answering  the  question.  The  finger- 
prints and  physical  evidence  eliminating  potential  candidates, 
questioning  the  witnesses,  and  applying  common  sense. 

The  last  thing  I  think  you  can  do  is  this:  We  do  have  statements 
made  by  various  witnesses,  including  Mrs.  Clinton,  about  the  sub- 
ject matter.  Some  of  those  statements,  as  I  said  earlier,  and  this 
is  why  I  began  that  presentation,  some  of  those  statements  do  re- 
late to  matters  that  are  contained  in  the  billing  records. 

Therefore,  the  question  is  really  a  two-part  question.  One  is,  if 
a  person  who  made  a  statement  had  the  billing  records  before  they 
made  the  statement,  and  if  there  is  an  inconsistency,  why  did  they 
make  the  statement  if  they  had  seen  the  records  earlier? 

Alternatively  you  could  conclude  that  they  did  not  see  the  records 
before  they  made  the  statement  and  they  saw  the  records  after- 
wards, and  that  is  where  the  fingerprint  evidence  might  come  in. 

I  think  one  of  the  things  that  is  going  to  be  significant  for  the 
Committee  at  the  end  is  to  evaluate,  if  there  is  fingerprint  evidence 
and  I  do  not  know  that  there  is  except  what  I  read  in  the  paper, 
if  there  is  fingerprint  evidence,  to  compare  that  with  other  state- 
ments and  forms  a  judgment  about  the  significance  of  those  facts 
when  they  relate  to  each  other. 

Senator  Bond.  Would  it  bear  on  the  credibility  of  that  informa- 
tion if  somebody  who  had  access  to  those  records  were  in  a  posi- 
tion, or  was  in  need  of  information  from  those  records  at  that  time, 
would  it  be  helpful  for  us  to  examine  in  the  broader  context  what 
was  going  on  immediately  prior  to  the  time  when  Ms.  Huber  found 
those  records  to  determine  whether  someone  potentially  with  ac- 
cess might  have  had  reason  to  be  reviewing  those  records? 

Mr.  Chertoff.  I  think  that  is  actually  a  very  helpful  suggestion. 
I  think  that  one  of  the  ways  you  try  to  figure  out  who  would  have 
had  the  records  is  you  ask  who  would  have  had  a  reason  to  be  han- 
dling them?  Since  we  know  that  they  were  in  the  White  House  in 
early  August,  clearly  if  there  are  people  who  had  a  reason  to  be 
looking  at  them  at  that  time,  you  know,  and  we  identify  those  peo- 
ple, that  advances  the  analysis. 

Senator  Bond.  We  should  so  back  and  look  through  our  records 
and  the  testimony  and  what  was  going  on  at  that  time  to  see  what 
questions  were  being  raised  and  what  the  discussion  was  to  see 
who,  for  example,  might  have  needed  access  to  the  records  and  in- 
advertently left  the  files  on  a  table.  That  is  one  possibility  to  com- 
plete the  circumstantial  chain  of  evidence. 

Mr.  Chertoff.  In  fact,  what  we  did  do  in  connection  with  our 
investigation  is  we  did  consider  the  fact  that  in  early  August  1995, 
the  RTC  Inspector  General's  Office  completed  its  analysis  of  the 
conflicts-of-interest  question  as  regarded  to  the  Rose  Law  Firm  and 
determined  that  there  were  some  conflicts  of  interest  in  terms  of 
their  having  worked  for  Madison  and  having  done  work  later  for 
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the  RTC.  I  believe  that  report  was  published  or  discussed  in  the 
newspaper  in  early  August.  So  there  clearly  was  at  this  period  of 
time,  in  addition  to  this  Committee's  own  hearings  which  were  fo- 
cusing on  Mr.  Foster's  office,  that  were  going  on  almost  contem- 
poraneously. 

Senator  Bond.  I  think  that  information  would  be  very  helpful  if 
we  could  have  a  time  line  of  what  was  happening  in  their  period. 

Mr.  Chairman,  that  is  very  helpful.  I  think  that  outlines  some 
productive  lines  of  inquiry  for  the  Committee. 

I  thank  you. 

The  Chairman.  Senator  Mack. 

OPENING  COMMENTS  OF  SENATOR  CONNIE  MACK 

Senator  Mack.  I  would  be  curious  if  we  have  heard  back  from 
the  Independent  Counsel  with  respect  to  my  request  to  have  access 
to  the  FBI  analysis? 

Mr.  Chertoff.  We  sent  a  letter  out  last  week  under  the  signa- 
tures of  both  the  Majority  and  the  Minority,  and  we  have  not  got- 
ten a  formal  response. 

Senator  Mack.  I  understand  that  there  may  be  some  raising  ob- 
jections as  to  why  we  should  not  have  that.  If  the  actual  FBI  report 
is  subject  to  some  sort  of  restriction,  are  there  other  avenues  avail- 
able to  us  to  clear  up  these  questions? 

Mr.  Chertoff.  Senator,  we  have  several  things  we  could  do.  We 
could  either  get  the  report,  or  a  witness  who  would  summarize  the 
report  for  us,  or  we  could  seek  to  get  the  underlying  documents  and 
comparison  prints  that  were  used,  and  then  ask  the  FBI  to  perform 
a  new  analysis  for  us. 

Senator  Mack.  I  guess  the  point  is  that  some  people  are  saying 
this  is  restricted  information  because  of  Grand  Jury  rules? 

Mr.  Chertoff.  I  do  not  think  it  is  Grand  Jury  or  Independent 
Counsel.  We  are  sensitive  to  the  fact  that  they  may  be  doing  inves- 
tigation based  on  the  fingerprint  analysis  which  involves  calling 
people  in,  and  this  is  my  surmise  now,  but  based  on  my  experience 
I  would  assume  that  there  would  be  a  period  of  time  where  they 
would  not  want  to  publicly  disclose  whose  prints  are  on  and  whose 
prints  are  off  because  they  do  not  want  witnesses  to  know  whether 
they  are  home  free  or  not. 

You  might  call  someone  in,  and  you  might  benefit  from  the  un- 
certainty in  that  person's  mind  about  whether  their  fingerprints 
are  there,  and  that  might  stimulate  them  to  say  something  that, 
if  they  know  that  their  fingerprints  did  not  appear,  they  would  not 
have  said. 

You  should  understand,  Senator,  that  the  existence  of  a  print  on 
a  piece  of  paper  clearly  shows  that  someone  handled  the  paper.  The 
absence  of  a  print  does  not  show  the  contrary.  I  could  handle  this 
piece  of  paper  all  day  and  it  may  not  show  a  fingerprint.  But  there 
is  some  value  to  the  Independent  Counsel  for  at  least  some  period 
of  time  to  keep  this  closed.  What  we  have  tried  to  impress  on  the 
Independent  Counsel  is  our  time  limit  and  our  desire  and  the  very 
important  need  of  the  Committee  to  get  this  information. 

Senator  Mack.  It  seems  to  me  that  it  is  important  to  get  the  in- 
formation. We  do  have  witnesses  that  have  told  us  they  had  noth- 
ing to  do  with  these  records.  It  would  be  helpful  to  them,  I  suspect, 
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if  we  would  have  the  ability  to  analyze  or  have  someone  analyze 
the  billing  records  for  us  and  say,  in  essence,  those  people  who  said 
that  they  had  not  been  involved  with  these  records,  had  not 
touched  these  records,  it  would  be  helpful  to  them  if  that  informa- 
tion were  to  be  known.  Second,  it  could  be  helpful  to  the  Committee 
that  there  may  be  people  who  said  to  us  they  had  no  contact  with 
the  billing  records.  And  if  their  fingerprints  show  up  on  those 
records,  I  think  that  is  helpful. 

Mr.  Chertoff.  That  is  correct. 

Senator  Mack.  And  I  assume  we  are  going  to  pursue  this? 

The  Chairman.  Well,  I  will  ask  that  a  copy  of  the  letter  be  made 
a  part  of  the  record.  This  came  from  both  the  Majority  and  the  Mi- 
nority to  the  Special  Counsel,  for  the  information  as  it  relates  to 
what  prints,  if  any,  were  found  on  these  records. 

I  will  ask  both  Counsel  to  pursue  that  matter,  as  it  relates  to 
when  we  will  get  an  answer.  It  doesn't  seem  to  me  that  it  should 
take  them  an  inordinate  period  of  time.  It  may  be  that  it  will  need 
the  attention  of  both  the  Ranking  Member  and  the  Chairman  to 
call  personally,  if  need  be,  to  get  a  determination  as  to  when  we 
are  going  to  get  that  answer. 

Mr.  Ben-Veniste.  One  of  the  problems  is  to  try  to  square  provid- 
ing this  report  with  their  refusal  to  provide  information  earlier.  As 
the  Chairman  will  recall,  Independent  Counsel  refused  to  provide 
information  relating  to  the  handwriting,  or  to  the  fingerprints  anal- 
ysis that  was  done  on  Vincent  Foster's  note.  They  refused  to  pro- 
vide, despite  our  repeated  requests,  copies  of  Interview  Reports  of 
Officer  Henry  O'Neal,  a  request  which,  as  the  Chairman  knows,  we 
have  once  again  reiterated  to  Independent  Counsel. 

Senator  Mack.  Mr.  Chairman. 

The  Chairman.  Yes,  Senator  Mack. 

Senator  Mack.  I  suppose  it  would  be  possible  that  the  Independ- 
ent Counsel  could  decide  that  the  report  done  by  the  FBI  is  not 
available  to  us.  Would  we  not  have  a  claim  on  the  billing  records 
themselves,  and  that  they  turn  over  the  billing  records  to  us,  so  we 
could  then  ask  the  FBI  to  make  an  analysis  for  the  Committee? 

The  Chairman.  Absolutely.  I  believe  that  is  what  Mr.  Chertoff 
made  mention  of.  I  am  going  to  ask  Counsel  to  further  explain  that 
sooner  rather  than  later.  We  need  access  to  that  information  to  get 
the  facts.  We  should  do  it  before  we  run  into  the  time  limitations. 

I  would  hope  that  we  would  be  able  to  define  that  and  get  an  an- 
swer. If  they  do  not  want  to  turn  over  the  report  to  us,  certainly 
we  are  entitled  to  an  independent  inspection  of  the  documents,  and 
have  our  own  experts  then  review  them  so  that  this  way  we  do  not 
violate  any  confidentiality. 

Indeed,  I  think  that  they  are  skating  on  thin  ice  by  denying  this 
information  to  us,  but  I  am  going  to  ask  Counsels,  both  Mr. 
Chertoff  and  Mr.  Ben-Veniste,  to  work  on  this  matter  to  see  if  we 
cannot  ascertain  it. 

Senator  Sarbanes. 

Senator  SARBANES.  Yes,  I  will  yield  to  Counsel. 

The  Chairman.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Now  with  respect  to  Senator  Bond's  observa- 
tion regarding  the  billing  records,  I  think  he  said:  We  have  the 
haystack,  the  needles  are  what  was  recently  produced.  I  would  call 
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the  Chairman's  attention  to  the  report  dated  February  25,  1996,  of 
Pillsbury  Madison  &  Sutro  working  for  the  RTC,  which,  in  fact,  did 
an  exhaustive  analysis  of  the  newly  found  billing  records  and  came 
to  this  conclusion: 

The  billing  records  found  at  the  White  House  and  other  newly  acquired  evidence 
add  considerably  to  the  sum  of  knowledge  with  respect  to  this  matter.  Taken  as  a 
whole,  however,  the  new  evidence  does  not  change  the  conclusions  stated  in  the 
Rose  report. 

The  new  evidence  weakens,  to  some  extent,  the  conclusion  that  Seth  Ward  was 
a  strawman  or  nominee,  and  that  the  acquisition  therefore  was  wrongful,  although 
those  remain  propositions  that  one  could  reasonably  advocate. 

The  new  evidence  has  very  little  effect  on  the  analysis  of  what  the  Rose  Law  Firm 
knew  and  did  before  the  acquisition  of  the  IDC  property  close. 

The  new  evidence  shows  that  after  the  acquisition  closed,  lawyers  for  the  Rose 
Law  Firm,  and  in  particular  Mrs.  Clinton,  had  more  contact  with  Seth  Ward  in  per- 
forming more  services  for  Madison  than  previously  was  known,  but  there  remains 
no  substantial  evidence  that  these  lawyers  knew  or  intended  to  aid  and  abet 
McDougal's  apparent  misconduct. 

Now  the  hypothesis  that  you  have  spun  through  your  observa- 
tions before  this  Committee  today,  Mr.  Chertoff,  excludes  the  no- 
tion that  these  records  were  transported  to  the  White  House  from 
Little  Rock  and  then  mislaid  somewhere  during  that  period  of  time 
until  they  were  reportedly  first  discovered  by  Ms.  Huber.  Is  that 
correst? 

Mr.  Chertoff.  It  doesn't  because  the  whole  question  of  mislay- 
ing them,  the  question  then  arises  where  were  they  mislaid  and 
how  were  they  found?  I  mean,  we  all  know  from  our  own  life,  you 
mislay  things  in  your  house,  but  if  you  find  something  in  your 
house,  even  after  you  have  mislaid  it,  someone  still  put  it  in  your 
house  and  you  are  still  the  person  who  found  it. 

Mr.  Ben-Veniste.  So  the  question  is:  Who  transported  them  to 
Washington?  That  is  an  open  question.  But  the  hypothesis  that  you 
have  explored  today,  then,  would  include  the  possibility,  would  it 
not,  that  following  their  transportation  to  the  White  House  they 
were  mislaid  until  Ms.  Huber  discovered  them? 

Mr.  Chertoff.  No.  They  were  not  mislaid  at  the  point  that  Ms. 
Huber  discovered  them  because,  as  her  testimony  ran,  they  were, 
in  fact,  open  on  the  table  in  a  place  that  a  limited  number  of  people 
go  back  and  forth,  and  that  they  had  not  been  there  before.  So  we 
know  this  much,  at  least,  as  a  matter  of  common  sense 

Mr.  Ben-Veniste.  Well,  could  I  interrupt  just  for  a  second? 

Mr.  Chertoff.  No.  Actually,  if  you  will  let  me  finish,  Mr.  Ben- 
Veniste 

Mr.  Ben-Veniste.  They  were  not  open,  were  they,  according  to 
Ms.  Huber's  testimony? 

Mr.  Chertoff.  I  actually  believe  they  were.  And  when  I  say 
open 

Mr.  Ben-Veniste.  They  were  folded  over  so  that  they 

Mr.  Chertoff.  When  I  say  "open,"  I  mean,  open  to  view,  not 
within  something,  not  contained  within  something. 

Mr.  Ben-Veniste.  They  were  folded  over  so  that  the  front  page 
was  not  readable. 

Mr.  Chertoff.  Let  me — to  complete — according 

Mr.  Ben-Veniste.  According  to  her  testimony,  isn't  that  so? 

Mr.  Chertoff.  According  to  her  testimony,  having  been  in  the 
room  on  previous  occasions,  they  were  not  on  the  table.  And  then 
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on  this  occasion,  they  were  in  the  open,  not  contained  in  anything, 
and  she  picked  them  up  and  removed  them. 

Mr.  Ben-Veniste.  Could  you  show  us  how  they  were,  according 
to  Ms.  Huber's  testimony?  How  they  were  found  on  the  table,  and 
what  shape,  folded  over  or  open?. 

Mr.  Chertoff.  Richard,  let  me  finish.  The  point  is 

Mr.  Ben-Veniste.  Could  you  just  answer  that? 

Mr.  Chertoff.  Since  we  are  not  typically  in  the  habit  of  engag- 
ing in  interrogation 

Mr.  Ben-Veniste.  Well,  you  are  sitting  down  there  and  that  sort 
of  gives  me  an  opportunity  to  ask  a  question,  and  hopefully  you 
would  want  me  to  correct  you  if  you  have  misspoken. 

Mr.  Chertoff.  I  think,  Richard,  let  me  be  100  percent  clear.  The 
records  were  folded  over 

Mr.  Ben-Veniste.  Thank  you. 

Mr.  Chertoff.  And  they  were  in  the  open  on  the  table  in  a  place 
where  they  had  not  been  observed  previously. 

Mr.  Ben-Veniste.  No,  at  the  time 

Mr.  Chertoff.  Wait,  wait. 

Mr.  Ben-Veniste.  You've  answered  my  question. 

Mr.  Chertoff.  Well,  but  I 

Mr.  Ben-Veniste.  I  have  a  limited  amount  of  time,  Mr.  Chertoff. 
Let  me  ask  you  this.  At  the  time  that  Ms.  Huber  reportedly  discov- 
ered the  records  in  the  open,  that  was  a  time  when  there  was  con- 
struction going  on  in  that  area  of  the  White  House.  Right? 

Mr.  Chertoff.  There  was  construction  going  on  in  the  residence. 
I  don't  believe  it  was  actually  in  the  Book  Room.  But  I  think  that 
is  why — let  me  say  this  for  the  benefit  of  the  Committee — we  ex- 
plored the  question  of  construction,  but  it  still  begs  the  question  be- 
cause no 

Mr.  Ben-Veniste.  No,  no.  I  am  not  asking  you  to  argue  with  me. 
I  am  just  asking  to  lay  out  these  facts.  Now,  you  do  not  recall,  ap- 
parently, that  there  was  construction  in  that  area  of  the  White 
House,  but  the  log  which  we  have  received,  the  log  of 

Mr.  Chertoff.  Yes. 

Mr.  Ben-Veniste.  — construction  shows  that  on  Wednesday,  July 
26,  room  319A  was  indeed  the  area  of  construction.  So  let  me  help 
you  with  that. 

Mr.  Chertoff.  Yes,  there  was  construction  out  there.  My  point, 
Mr.  Ben-Veniste 

Mr.  Ben-Veniste.  That  was  my  only  question.  I'm  not  asking  to 
make  an  argument  at  this  point,  because  I  have  very  limited  time. 

Mr.  Chertoff.  Well,  look,  I  would  like  to  be  able  to  give 

Mr.  Ben-Veniste.  Mr.  Chertoff 

The  Chairman.  No,  no.  Wait  a  minute.  We  are  going  to  give  Mr. 
Chertoff,  like  every  other  witness,  an  opportunity  to  answer  the 
question. 

[Laughter.] 

Then  if  you  are  not  satisfied  with  it,  and  if  you  want  additional 
time,  I  will  give  you  additional  time. 

Mr.  Ben-Veniste.  OK. 

The  Chairman.  Now,  Mr.  Chertoff,  go  ahead. 

Mr.  Chertoff.  I  think  the  point  is 
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Senator  Sarbanes.  Mr.  Chairman,  we  missed  the  opportunity  at 
the  outset,  though,  to  get  our  photo  opportunity  with  Mr.  Chertoff 
because  he  didn't  get  sworn  in.  I  am  not  suggesting  that  he  should 
be,  but  I  just  want  to  make  that  observation.  We  had  a  wonderful 
chance  here  with  this  show  to  get  a  good  photo  opportunity  right 
at  the  beginning,  and  we  missed  it. 

The  Chairman.  That  demonstrates  that  we  were  not  interested 
in  publicity,  but  rather  trying  the  facts. 

[Laughter.  1 

Now,  I  can  assure  you 

Senator  Boxer.  Just  look  at  the  part. 

[Laughter.] 

The  Chairman.  I  can  assure  you  that  I  know  how  to  generate 
publicity. 

[Laughter.] 

Senator  Simon. 

OPENING  COMMENT  OF  SENATOR  PAUL  SIMON 

Senator  Simon.  We  agree  with  that. 

Senator  Boxer.  Unanimous  agreement. 

The  Chairman.  Unanimous  agreement.  But  if  we  want  to  get 
through  with  this  session,  let's  move  along. 

Mr.  Chertoff.  I  simply  wanted  to  say,  Richard,  that  one  of  the 
reasons  that  we  went  through  the  exercise  of  examining  the  con- 
struction workers  was  to  eliminate  this  notion  that  a  construction 
worker  put  this  there.  The  fact  of  the  matter  is,  it  simply  defies  be- 
lief and  common  sense  that  a  construction  worker  somehow  took 
the  records  from  outside  the  White  House  and  brought  them  in. 

We  still  are  confronted 

Mr.  Ben-Veniste.  I  did  not  ask  that  question. 

Mr.  Chertoff.  Please  let  me  finish 

Mr.  Ben-Veniste.  You  have  answered  the  question  about  wheth- 
er there  was  construction. 

Mr.  Chertoff.  We  are  still  confronted  with  the  question 

Mr.  Ben-Veniste.  Mr.  Chertoff,  if  I  asked  you  what  time  it  is 
you  are  going  to  tell  me  how  to  build  a  watch  here.  I'm  only  asking 
whether  there  was  construction. 

The  Chairman.  We  note  for  the  record  there  was  construction. 

Mr.  Ben-Veniste.  The  notion  that  when  there  is  construction 
and  when  things  are  moved  around,  the  possibility  exists  in  my 
mind  that  new  boxes  could  be  opened.  And  if  there  were  boxes 
there — and  I'm  not  saying  there  were  or  there  weren't — but  that 
when  there  is  construction  and  there  is  movement  of  materials,  the 
possibility  exists  that  new  materials  might  be  found. 

Now  let  me 

Mr.  Chertoff.  I  think,  Richard,  as  you  know- 


Mr.  Ben-Veniste.  I  haven't  asked  the  question. 
Mr.  Chertoff.  Well,  since  I  am  here  not  as- 


Mr.  Ben-Veniste.  Mr.  Chairman,  may  I  ask  my  question? 

The  Chairman.  Well,  let  me  say  this  to  you.  You  may  make  your 
observations  or  ask  your  questions.  The  logic  of  your  observations 
and  your  questions  will  stand  or  fall  on  their  own.  Other  people 
will  decide  about  that. 

Mr.  Ben-Veniste.  I  agree  with  that. 
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The  Chairman.  Let's  move  it  now  and  let's  stop  the  intramural 
scrimmaging. 

Mr.  Ben-Veniste.  Now  the  question  exists  here  about  how  this 
chart  was  prepared  and  on  what  basis  names  were  crossed  out.  You 
are  aware,  are  you  not,  that  Mrs.  Clinton  has  made  statements  in 
various  fora  about  these  billing  records?  For  example,  on  CBS  be- 
fore Mr.  Smith  and  Ms.  Zahn,  January  19,  1996,  the  transcript 
shows  that  she  was  asked: 

Ms.  Zahn.  How  on  earth  did  those  subpoenaed  records  end  up  there? 

Mrs.  Clinton.  I  don't  know,  and  I  wish  they'd  come  out  in  August. 

Ms.  Zahn.  Did  you  put  those  records  there? 

Mrs.  Clinton.  Of  course  not. 

She  was  asked  by  Maria  Schriver  of  NBC  on  January  16,  1996: 
Ms.  Schriver.  Regarding  these  billing  records  that  came  about  that  had  been 
subpoenaed  2  years  ago,  people  say,  gosh,  how  could  a  woman  as  smart  and  politi- 
cally savvy  as  Hillary  Clinton  not  know  where  these  records  were  these  past  2 
years?  Why  didn't  she  make  that  a  priority  to  find  them,  particularly  when  they 
were  found  at  her  own  home  in  an  assistant's  desk? 

Mrs.  Clinton.  Well,  I  think  I  would  love  to  know  where  they've  been,  too,  because 
they  prove  what  I've  been  saying  all  these  years.  I  would  have  loved  to  have  had 
them  come  out  earlier. 

I  will  not  read  all  the  public  statements  Mrs.  Clinton  has  made. 
Obviously,  she  has  testified  in  the  Grand  Jury  on  this  subject.  It 
was  a  very  highly  publicized  event.  Following  her  departure  from 
the  Grand  Jury,  she  was  quoted  by  the  Associated  Press  on  Janu- 
ary 27,  1996,  as  having  said:  "I  do  not  know  how  the  billing  records 
came  to  be  found  where  they  were  found."  Now,  Mrs.  Clinton 

Mr.  Chertoff.  Let  me,  if  I  may  interject 

Mr.  Ben-Veniste.  Hang  on  for  a  second. 

The  Chairman.  Oh,  come  on.  Let 

Senator  Sarbanes.  Let  him  finish. 

Senator  Dodd..  Mr.  Chairman,  we  had  30  minutes. 

The  Chairman.  You  are  going  to  have  all  the  time  you  want. 

Mr.  Ben-Veniste.  Let's  try 

The  Chairman.  I'm  not  going  to  cut  you  off,  Mr.  Ben-Veniste.  I'm 
going  to  say,  let  us  try  to  be  civil  to  each  other.  I  know  it  is  tough. 
Let's  just  calm  down. 

Mr.  Ben-Veniste.  I  hope  I  have  been  civil,  Mr.  Chairman. 

The  Chairman.  Continue. 

Mr.  Ben-Veniste.  The  White  House  requested  that  this  Commit- 
tee send  an  interrogatory  to  Mrs.  Clinton.  We  did  not  send  an  in- 
terrogatory to  Mrs.  Clinton.  We  have  all  of  these  public  statements, 
interrogatories  sent  to  60  people,  but  not  to  Mrs.  Clinton,  and  yet 
her  name  is  not  crossed  off  that  list  even  in  the  face  of  the  public 
denials,  the  willingness  to  answer  interrogatories,  and  the  refusal 
of  this  Committee  to  send  such  an  interrogatory. 

I  suggest  that,  under  those  circumstances,  it  is  not  fair  not  to 
cross  Mrs.  Clinton's  name  off  in  the  same  way  you  have  crossed  off 
the  names  of  others  who  have  denied  knowing  how  those  records 
came  to  be  where  they  were. 

I  see  my  time  has  elapsed,  Mr.  Chairman. 

The  Chairman.  Fine. 

Senator  Bennett,  do  you  have  any  questions? 
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OPENING  COMMENTS  OF  SENATOR  ROBERT  F.  BENNETT 

Senator  Bennett.  Thank  you,  Mr.  Chairman. 

I  have  some  observations  which  Mr.  Chertoff  may  wish  to  com- 
ment on. 

As  he  said  in  his  opening  statement,  I  pursued  the  issue  of  the 
billing  records  rather  persistently  with  Mr.  Hubbell.  And  I  remem- 
ber, although  I  do  not  have  the  transcript  in  front  of  me,  Mr.  Hub- 
bell  saying  he  wished  he  could  explain  to  me  how  the  billing 
records  of  the  Rose  Law  Firm  if  they  were  available  would  make 
it  clear  to  me  that  Mrs.  Clinton  had  nothing  really  to  do  with  this 
account. 

I  remember  saying,  very  clearly,  Mr.  Hubbell,  I  have  never  made 
out  a  billing  record,  but  I  have  paid  a  lot  of  legal  bills  in  my  life- 
time and  think  I  understand  how  to  read  a  legal  bill.  This  legal  bill 
makes  it  clear  to  me  that  Mrs.  Clinton  was  the  lead  attorney  on 
this  issue. 

Now,  Mr.  Hubbell  said  he  was  sorry  he  could  not  dissuade  me 
from  that  view  because  he  did  not  have  the  records  available  to 
him.  The  records  are  now  available  and  they  make  it  clear  to  this 
layman  that  Mrs.  Clinton  was  the  lead  attorney  on  this  issue. 

I  find  it  difficult  to  sit  here  and  listen  to  people  say  that  these 
records  prove  that  her  statement  that  she  had  nothing  to  do  with 
this  has  been  accurate  all  along;  that  they  have  proved  what  I  have 
been  saying  all  these  years. 

I  do  not  agree.  Having  seen  these  records,  I  think  they  prove  the 
opposite.  If  I  had  wanted  to  sustain  the  Clinton  position  on  this 
issue,  I  would  have  wanted  to  keep  these  records  hidden. 

I  am  satisfied  that  someone  with  that  same  motive  did  that.  I  am 
not  in  a  position  to  say  who.  I  am  not  in  a  position  to  say  where; 
or  in  a  position  to  say  when;  but  I  think  the  work  that  Mr.  Chertoff 
has  laid  out  before  us  here  is  appropriate,  and  I  think  it  is  a  log- 
ical, proper,  act  on  the  part  of  the  Majority  Counsel  and  I  hope  we 
will  stop  trying  to  confuse  some  of  the  issue  in  an  effort  to  obfus- 
cate what  has  been  done  here. 

Somebody  somewhere  took  a  deliberate  step,  in  my  opinion,  to 
prevent  these  from  coming  forward;  and,  through  some  kind  of  hap- 
penstance, the  nature  of  which  I  do  not  know,  they  did  come  for- 
ward and  they  are  indeed  an  unsolved  question  which  this  Commit- 
tee needs  to  pursue. 

Thank  you. 

The  Chairman.  Thank  you,  Senator. 

Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Chairman,  I  am  prompted  to  observe 
that  obviously  when  we  write  our  final  reports  they  are  going  to 
be  very  differing  interpretations.  I  do  not  regard  63  hours  of  billing 
over  a  15-month  period  as  being  a  "substantial"  amount  of  work. 

Senator  Bennett.  I  do  not,  either,  Senator  Sarbanes.  But  I  do 
regard  52  percent  of  the  billing  of  a  particular  client  to  mean  that 
the  lawyer  who  is  handling  the  affairs  of  that  client  was  the  lead 
lawyer  on  that  case.  The  fact  that  that  lawyer  had  other  cases  and 
spent  time  on  other  cases  is  to  me  irrelevant.  But  as  you  say,  we 
can  debate  this  during  the  final  report. 

Senator  Sarbanes.  Is  not  52  percent  of  the  hours.  I  do  not  think 
it  is  52  percent  of  the  total  billings,  either.  The  partners  being 
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billed  at  the  highest  rate,  but  63  hours  of  work  over  a  15-month 
period  I  do  not  regard  as  a  substantial  amount  of  work.  I  think  tes- 
timony that  says,  well,  you  know,  I  did  a  little  bit  of  work  on  that 
thing  is  consistent  with  that  record  of  performance. 

Now  someone  can  take  a  differing  view  and  try  to  argue  that  63 
hours  in  15  months  is  a  "very  substantial  amount  of  billing,"  but 
I  do  not  think  most  lawyers  involved  with  billings  would  agree  with 
that,  frankly. 

Senator  Bennett.  I  think  most  clients  involved  with  paying  the 
bill  would  agree  with  it. 

Senator  Sarbanes.  Well,  I  guess  any  amount  of  billing  to  a  client 
is  "significant."  But  from  the  lawyer's  point  of  view,  which  is  the 
testimony  that  is  being  assaulted,  the  suggestion  that  it  was  not 
a  great  amount  of  work,  it  does  not  seem  to  me  that  billing  records 
showing  63  hours  over  a  15-month  period  contradicts  that  position. 

Senator  Bennett.  Well,  as  you  say,  we  can  deal  with  this  in  the 
report.  Again,  I  think  you  are  trying  to  change  the  universe  when 
you  go  to  her  entire  15-month  practice  as  opposed  to  the  amount 
of  time  that  was  billed  to  this  particular  client. 

The  client  looks  at  how  much  of  his  billing  came  as  a  result  of 
one  lawyer's  fees.  If  the  billing  is  $100  and  one  lawyer  bills  $95, 
it  is  easy  to  say,  well,  $95  out  of  a  $100,000  practice  is  de  minimis, 
but  for  the  lawyer  who  is  paying  the  $100  bill  and  $95  of  it  goes 
to  the  single  lawyer  for  that  client,  $95  is  95  percent  of  the  bill. 
That  is  the  view  that  I  have  taken. 

I  think  these  records  make  it  very  clear  that  on  this  issue,  on 
this  client,  on  these  questions,  she  was  clearly  the  lead  lawyer. 

Senator  Sarbanes.  But  the  assault  on  Mrs.  Clinton,  in  all  fair- 
ness to  her,  is  that  when  she  said  she  did  not  do  "a  lot  of  work," 
she  was  not  stating  the  situation.  So  you  have  to  look  at  it  from 
her  point  of  view  in  terms  of  the  total  amount  of  work  she  did  and 
how  much  of  her  total  work  was  related  to  this  particular  bill.  I 
come  back  to  the  point  that  I  made  that  63  hours  over  a  15-month 
period  is  not  a  significant  amount  of  billing  from  the  lawyer's  per- 
spective. 

Now  from  the  client's  perspective,  I  don't  know.  I  mean,  it  would 
depend  on  how  much  work  had  been  done.  It  could  be  all  of  the 
work  that  was  done  for  the  client.  It  was  not,  in  this  case,  inciden- 
tally, nowhere  near  that.  But  even  if  that  were  the  case,  that  does 
not  change  it  from  the  perspective  of  the  lawyer  who  was  doing  the 
billing. 

That  is  the  statement,  or  the  assertion,  that  has  been  challenged 
and  I  think  that  is  not  fair  to  Mrs.  Clinton,  frankly,  to  try  to  take 
her  view  that  this  was  not  a  big  client  for  her,  or  a  big  part  of  her 
billing,  and  then  try  to  take  63  hours  over  15  months  and  turn  it 
into  a  big  part  of  her  practice.  I  do  not  think  that  will  meet  the 
best  of  fairness  or  any  reasonable  scrutiny  of  the  matter. 

Senator  Bennett.  Well,  again,  I  do  not  want  to  pursue  it.  My 
memory  of  her  statement  was  that  she  had  very  little  to  do  with 
the  issue,  that  Mr.  Massey  was  the  primary  mover  in  bringing  the 
client  and  the  primary  person  dealing  with  the  client,  and  all  she 
did  was  review  his  work. 

I  pursued  this  with  Mr.  Hubbell  who  said  the  same  kind  of  thing 
about  this  particular  account  and  then  decried  the  fact  that  he  did 
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not  have  the  billing  records  in  order  to  convince  me  that  she  was 
not  the  lead  lawyer. 

Now  the  billing  records  have  come  forth  and  they  have  convinced 
me  that  she  was  the  lead  lawyer.  Therefore  the  statement  that  she 
made  in  what  has  come  to  be  known  as  the  "Pink  Press  Con- 
ference," was,  in  my  view  as  a  layman,  misleading.  In  your  view 
as  a  lawyer,  it  was  an  appropriate  statement.  Perhaps,  we  should 
leave  it  at  that.' 

Senator  Sarbanes.  Yes.  I  think  the  billing  records  back  it  up,  be- 
cause you  find  that  others  did  much  more  work  in  terms  of  the 
number  of  hours  and  it  seems  to  me  we  need  to  put  all  of  this  in 
perspective. 

The  Chairman.  Senator  Dodd. 

OPENING  COMMENTS  OF  SENATOR  CHRISTOPHER  J.  DODD 

Senator  Dodd.  Well,  I  just  want  to  make  the  point,  that  we  are 
speculating  back  and  forth.  We  do  not  have  to  speculate.  The  Pills- 
bury  law  firm  did  an  extensive  $4  million  investigation  over  2 
years,  far  more  than  anyone  of  us  have  done  individually  here,  and 
just  read  their  conclusions  on  page  26  of  their  report.  And  I  am 
quoting  them  now: 

The  suggestion  that  the  Madison  Guaranty  business  was  economically  significant 
to  the  Clintons,  or  for  that  matter  the  Rose  Law  Firm,  finds  no  support. 

I  mean,  we  are  going  back  and  forth  among  ourselves.  Here  is 
an  independent  investigation  done  at  great  expense  to  the  Amer- 
ican taxpayer  over  a  2-year  period,  and  they  do  not  have  a  particu- 
lar political  axe  to  grind  here.  That  is  their  conclusion. 

It  is  not  a  question  of  whether  or  not  one  of  us  remembers  cer- 
tain testimony  or  not.  There  is  a  significant,  independent  investiga- 
tion of  the  very  essence  of  the  question.  In  fact,  I  would  hope,  I 
mean,  we  go  back  and  forth,  just  unsolved  questions.  Why  don't  we 
cross  out  Mrs.  Clinton's  name?  She  has  also  said  that  she  did  not 
place  the  records  there,  and  yet,  that  does  not  happen  here.  I 
mean,  that  is  quite  obvious.  We  have  got  a  chart  up  here  and  we 
cross  out  names. 

Well,  we  have  had  the  testimony  of  Mrs.  Clinton  in  front  of  albeit 
news  agencies  that  have  asked  the  questions,  but  she  has  answered 
them,  and  she  said  no.  And  yet  we  still  put  up  a  poster  board  here 
of  unsolved  questions.  I  mean,  that  is  not,  what  are  we  trying  to 
do  here  in  a  sense,  with  all  due  respect,  I  say. 

The  central  question  is  we  do  have  the  documents.  They  showed 
up.  In  fact  the  Independent  Counsel  received  them  while  his  inves- 
tigation is  ongoing.  The  Special  Senate  Committee  received  the 
records  in  time  for  our  hearings.  There  was  even  an  extension  of 
the  statute  of  limitations  last  winter  in  order  to  give  the  Pillsbury 
study  an  opportunity  to  go  back  and,  in  light  of  these  things  turn- 
ing up,  to  review  the  matter,  and  then  to  comment  further.  They 
said:  "No,  we  do  not  change  our  results."  You  know,  we  are  glad 
to  have  the  record,  but  they  do  not  change  our  findings.  I  mean, 
that  is  not  insignificant  to  me  as  a  member  of  this  panel. 

So,  you  know,  whose  fingerprints  are  on  them  and  so  forth,  I  ap- 
preciate the  titillating  attraction  to  that  particular  question,  but 
the  fact  of  the  matter  is  the  records  corroborate  all  the  other  evi- 
dence we  had  that  says  that  this  is  not  that  big  a  deal  at  all.  That 
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is  the  conclusion  of  the  independent  study  that  was  done  that  was 
asked  for  and  paid  for  in  order  to  look  at  these  issues.  Here  we 
have  confirmation  of  evidence  we  had  earlier.  Independent  Counsel 
gets  them,  our  Committee  gets  them,  plenty  of  chance  to  look  at 
them.  No,  nothing  tampered,  nothing  changed  here  at  all. 

In  fact  the  First  Lady  has  indicated,  when  she  has  been  asked 
a  very  direct  question,  not  by  this  Committee,  not  by  Counsel,  but 
a  direct  question:  "Did  you  place  them  there?"  She  said,  "No."  But 
yet  we  do  not  cross  out  her  name  here. 

And  so  we  have  this  sort  of  a  TV  drama  here  about  fingerprints 
on  things,  rather  than  the  important  questions  to  us,  what  is  in 
these  documents  and  what  is  there.  Have  they  been  tampered  with, 
have  they  been  monkeyed  with? 

Do  we  have  an  opportunity  to  then  review  our  findings  as  a  re- 
sult of  these  being  turned  over?  Why  don't  we  talk  about  that? 
That  is  an  important  issue,  it  seems  to  me,  for  this  Committee.  We 
are  not  trying  to  pretend  we  are  Sherlock  Holmes  up  here,  you 
know,  looking  for  little  fingerprints  and  so  forth  around  there. 

I  do  not  have  any  particular  axe  to  grind.  I  have  drawn  the  con- 
clusion that  there  is  no  significant  economic  advantage  to  the  Clin- 
tons or  the  Rose  Law  Firm.  That  is  also  the  conclusion  of  the  Pills- 
bury  study. 

Senator  Bennett.  Mr.  Chairman,  I  did  not  ever  anticipate  that 
there  was  a  significant  economic  benefit  to  the  Rose  Law  Firm. 

If  I  may  read  the  statement  Mrs.  Clinton  made  which  I,  on  my 
own  basis,  feel  that  the  records  contradict.  She  said,  and  I  quote: 

While  I  was  the  billing  partner  on  this  matter,  the  great  bulk  of  the  work  was 
done  by  Mr.  Richard  Massey  who  was  then  an  associate  at  Rose  and  whose  specialty 
was  securities  law.  I  was  not  involved  in  the  day-to-day  work  on  the  project. 

Some  lawyers  working  in  firms  may  say  that  is  a  correct  state- 
ment. I  did  not  feel  that  the  bills  that  were  submitted  and  paid  re- 
flected that;  and  having  reviewed  the  records,  I  do  not  believe  that 
the  records  reflect  that. 

I  have  an  understanding  of  what  being  involved  in  day-to-day 
work  on  the  project  is.  Apparently,  some  of  the  lawyers  in  the  room 
have  a  different  definition  of  what  day-to-day  work  on  the  project 
is.  As  far  as  I  am  concerned,  day-to-day  work,  as  a  client,  is  what 
I  pay  for.  When  I  get  billed  for  day-to-day  work,  I  assume  that  the 
lawyer  who  billed  me  for  day-to-day  work  did  it.  The  bill  was  in 
Mrs.  Clinton's  name  and  the  bill  made  it  very  clear  that  Mrs.  Clin- 
ton was  involved,  from  my  perspective,  in  the  day-to-day  work  on 
the  project.  And  I  think  that  is  something  that  we  have  learned  as 
a  result  of  having  these  records,  which  contradicts  Mr.  Hubbell's 
testimony  when  I  was  questioning  him. 

Senator  Sarbanes.  Well,  I  think  it  is  clear,  at  least  the  billing 
practices  that  I  understand  in  law  firms,  and  from  my  own  legal 
practice,  is  that  the  billing  partner  submits  the  bill  but  much  of  the 
work  is  done  by  associates  or  other  partners,  and  that  does  not  es- 
tablish the  fact  that  that  work  has  been  done  by  the  partner  who 
submits  the  bill.  I  mean,  that  is  just  a  standard  practice  in  a  law 
firm.  And  that  was  clearly  the  practice,  in  fact,  what  does  that 
show  about  that? 

Mr.  Ben-Veniste.  Here.  This  shows  and  I  think  this  is  a  refine- 
ment of  the  point  you  were  making,  Senator,  because  what  Mrs. 
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Clinton  was  talking  about  in  the  quote  that  you  alluded  to  was  the 
work  that  was  done  on  the  regulatory  matters  for  Madison  Guar- 
anty Savings  &  Loan.  And  in  that  respect,  the  records  show  that 
she  spent  a  grand  total  of  13.6  hours,  not  60  hours,  13.6  hours,  and 
that  Mr.  Massey  spent  26  hours,  double  the  amount  that  she  spent 
on  it,  and  that  there  were  other  individuals  who  brought  the  total 
up  to  55  hours  in  total  on  that  matter. 

So  in  all  fairness,  when  you  look  at  the  question  that  she  was 
responding  to,  which  was  the  work  on  the  regulatory  issues,  the 
amount  of  time  that  she  spent,  13  hours,  would  seem  to  be  quite 
minimal,  and  certainly  was  only  half  of  the  time,  according  to  these 
records,  that  Mr.  Massey  spent  on  the  issue. 

Senator  Bennett.  Mr.  Chairman,  the  light  has  just  gone  on  and 
there  is  probably  no  point  in  pursuing  this.  I  am  sure  no  one  is 
suggesting,  when  they  talk  about  her  as  the  billing  partner,  that 
she  is  billing  at  her  rate  for  work  somebody  else  did.  I  am  sure 
they  are  recognizing  that  when  they  bill  at  her  rate,  they  are  bill- 
ing for  work  that  she  did.  And  so  it  becomes  a  matter  of  what  con- 
stitutes day  to  day,  what  constitutes  major  involvement,  those 
kinds  of  judgments. 

I  appreciate  the  exchange.  And  I  am  convinced  that  Mrs.  Clinton 
had  more  to  do  with  this  than  she  led  us  to  believe. 

Senator  Dodd.  Mr.  Chairman,  could  I  make  just  an  additional 
observation  and  I  appreciate  the  opportunity.  Just  two  things. 

Again,  this  chart  is  up  here.  We  have  called  this  Mrs.  Clinton's 
billing  records.  They  are  the  Rose  Law  Firm's  billing  records,  that 
is  number  one. 

Number  two,  I  should  have  pointed  out  that  on  January  27th, 
Mrs.  Clinton  appeared  for  4  hours  before  the  Whitewater  Grand 
Jury.  Now,  we  do  not  have  that  testimony,  but  when  asked,  she 
said  that  she  did  not  know  how  the  billing  records  came  to  be 
found  where  they  were  found. 

Now  the  basis  upon  which  we  cross  people's  names  off  here  is 
that  they  have  denied  that  they  were  there.  She  has  also  denied 
that,  and  I  think  in  fairness  to  her,  we  ought  to  cross  her  name 
off  on  this  chart.  She  has  denied  it.  And  in  leaving  it  out  there  I 
think  indicates  a  bias  that  we  should  not  be  demonstrating  at  this 
point.  She  has  said  no,  just  as  everyone  else  has. 

Senator  Domenici.  What  did  she  say?  What  were  the  words  you 
quoted? 

Senator  Dodd.  This  is  what  she  said:  "I  do  not  know  how  the 
billing  records  came  to  be  found  where  they  were  found."  She  has 
also,  in  response  to  two  interviews  on  NBC  and  CBS,  asked  di- 
rectly: "Did  you  place  them  there?"  She  said,  "No." 

Now,  you  know,  we  have  accepted  the  statements  from  other  peo- 
ple and  taken  their  names  off  here.  I  mean,  they  are  not  even  her 
billing  records,  they  are  the  law  firm's  billing  records.  This  Com- 
mittee has  got  to  try  and  maintain  some  veneer  of  objectivity  here. 
When  we  throw  a  chart  up  calling  them  her  records,  despite  the 
fact  that  she  has  denied  putting  them  there,  we  keep  her  name  up, 
and  call  it  an  unsolved  question.  You  can  appreciate  why  we  get 
concerned  about  that. 

The  Chairman.  Senator  Domenici. 
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OPENING  COMMENTS  OF  SENATOR  PETE  V.  DOMENICI 

Senator  DOMENICI.  Mr.  Chairman,  first  I  was  going  to  inquire  of 
you,  as  far  as  the  hearing  today,  how  much  longer  did  you  expect 
us  to  proceed? 

The  Chairman.  It  would  be  my  hope  we  would  have  been  done 
20  minutes  ago  for  the  day. 

Ms.  Rivers.  Mr.  Chairman,  I  am  going  to  need  about  5  minutes 
because  I  have  yet  to  make  any  comment. 

The  Chairman.  Fine. 

Senator  Domenici. 

Senator  DOMENICI.  Yes,  Mr.  Chairman,  I  think  we  have  had  a  lot 
of  discussion  here  today  about  the  First  Lady's  involvement  in 
these  various  legal  affairs  of  these  questionable  companies,  but  I 
do  not  think  that  is  the  issue.  I  think  the  issues  are  the  issues  stat- 
ed on  this  chart.  You  might  very  well  change  the  title  of  it.  Fine, 
put  it  up  there.  But  the  truth  of  the  matter  is,  somehow  or  another, 
the  mystery  of  all  this  has  been  created  by  someone.  I  mean,  who 
removed  the  records  is  a  very  interesting  question,  and  we  cannot 
even  get  an  answer  to  that  after  all  these  months  of  hearings.  Who 
handled  the  records?  Who  transported  them? 

Maybe  all  of  those  are  unanswerable  because  Vince  Foster  did  all 
of  those.  That  is  possible,  and  he  is  dead. 

But  the  reason  I  would  not  strike  the  First  Lady's  name  from 
who  stored  the  records  and  who  placed  them  is  because  it  defies 
common  sense  that  these  records  are  open  in  a  room  she  has  access 
to  all  the  time.  She  does  not  know  how  they  got  there,  she  does 
not  know  who  brought  them  there,  it  is  kind  of  like  she  does  not 
know  anything  about  that.  They  sort  of  showed  up.  I  mean,  that 
is  not  credible,  that  is  just  not  credible. 

My  second  point  is  the  reason  the  records  are  important,  one  can 
now  go  through  them  and  argue,  between  the  two  Senators,  about 
what  is  a  major  involvement  and  a  minor  involvement,  but  the  rea- 
son it  is  important  these  records  were  a  long  time  in  being  found, 
is  because  they  were  the  best  evidence  upon  which  to  build  recollec- 
tion of  the  evidence  described  there. 

If  you  are  testifying  8  years  later,  and  you  could  be  shown  those, 
you  might  have  a  more  authentic  and  accurate  recollection  than 
what  various  people  stated  because,  well,  we  do  not  have  the 
records,  we  do  not  know  what  they  say. 

That  is  why  it  is  important,  if  somebody  was  hiding  the  records 
during  this  period  of  time  that  is  in  someway  related  to  Mrs.  Clin- 
ton or  the  President,  it  is  important  to  know. 

The  question  still  has  to  be  answered,  whether  or  not  you  are 
right  on  a  minimal  play  by  her  minimal  lawyering  on  one  of  these 
issues,  we  have  the  responsibility  to  get  these  answers. 

Senator  Dodd.  All  right,  but  the  point  is,  we  want  to  know  as 
a  Committee.  Putting  it  all  aside,  the  issue  was  we  do  not  have  the 
records.  We  got  them  and  we  are  satisfied  these  are  the  records, 
satisfied  they  have  not  been  tampered  with. 

Is  there  anything  in  these  records  that  contradicts  anything  else? 
That  is  what  the  Pillsbury  committee  wondered  and  that  is  why 
they  extended  the  statute.  So,  you  know,  whose  fingerprints  and  so 
forth,  I  can  understand  the  intrigue  about  that.  The  issue  for  us 
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is,  is  there  anything  in  these  billing  records  that  contradict  any 
conclusions  that  have  been  drawn.  And  the  answer  is  no. 

Now,  we  can  debate,  between  those  who  are  lawyers  and  those 
who  are  not,  as  to  what  constitutes  a  billing  partner  and  so  forth. 
But  my  colleague,  as  a  lawyer,  understands  that  particular  point. 

Senator  DOMENICI.  Senator,  everybody  watching  this  knows  I 
have  not  had  an  opportunity  to  be  involved  in  these  hearings.  I 
came  as  one  of  the  latest  Senators  added  to  it  because  of  somebody 
leaving.  I  have  not  gone  back  and  looked  at  the  early  information. 

Senator  Dodd.  I  understand  that. 

Senator  DOMENICI.  Let  me  tell  you.  To  me,  it  is  very,  very  sim- 
ple. Whether  these  records,  belatedly  found,  contain  information 
that  is  very  damaging  or  minimally  damaging  or  not  damaging  is 
not  the  point.  The  point  is,  if  somebody  purposely  hid  them  while 
they  were  supposed  to  produce  them,  something  is  wrong. 

Senator  Dodd.  But  you  have  got  to  have  a  motive,  Peter.  There 
is  nothing  in  the  records  that  contradicts  what  we  have  got.  What 
is  the  point  of  hiding  them? 

Senator  Domenici.  Look,  after  the  fact,  it  may  be  neat  to  say, 
man,  I  should  have  gone  ahead  and  complied  with  the  law.  I  should 
have  turned  them  in  because  it  turns  out  they  are  not  incriminat- 
ing. I  never  heard  of  that  as  a  defense  for  violating  a  subpoena. 

Well,  3  years  later,  you  found  them,  you  looked  at  them,  they  did 
not  mean  much.  I  just  hid  them  from  you. 

That  was  just  the  way  I  was  going  to  do  things,  whoever  did 
that.  I  am  not  saying  Mrs.  Clinton  did  that.  But  I  am  saying  you 
could  not  drop  her  name  off  of  that  one  on  storing  the  records 
there,  when  she  is  in  there  all  the  time  and  the  records  are  there. 

Senator  Dodd.  But  she  said  no. 

Senator  DOMENICI.  Look,  we  did  not  strike  people  off  only  be- 
cause they  said  no. 

Senator  Dodd.  Yes,  we  did.  Yes,  we  did. 

Senator  DOMENICI.  We  struck  them  because  there  was  no  other 
evidence. 

Senator  Dodd.  Ask  Counsel,  he  will  tell  you  that. 

Senator  Domenici.  But  there  was  no  other  evidence.  She  is  phys- 
ically present  in  the  room  where  they  are.  Ms.  Carolyn  Huber  was 
around.  She  said  no.  Take  her  name  off. 

Mr.  Chertoff.  Mr.  Chairman,  if  it  helps,  the  people  that  we  re- 
moved were  based  on  their  sworn  testimony  or  their  responses  to 
sworn  interrogatories.  We  did  not  remove  people  based  on  press  ac- 
counts, nor  would  I,  in  any  case  necessarily  accept  that  the  press' 
way  of  putting  a  question,  with  all  due  respect  to  the  press,  nec- 
essarily nails  it  down. 

Senator  Dodd.  Why  didn't  you  send  her  an  interrogatory? 

Mr.  Chertoff.  I  think,  Mr.  Chairman,  it  is  not  my  decision. 

Senator  Dodd.  There  was  an  offer  to  do  so.  So  why  didn't  you 
send  it? 

The  Chairman.  Let  me  say  that  I  believe  that  Senator  Domenici 
and  Senator  Bennett  have  accurately  put  forth  that  which  compels 
people  to  say  let  us  examine  these  records  to  see  if  we  can  ascer- 
tain who  was  handling  them. 

I  understand  it  is  impossible  to  get  a  timeframe  from  the  tech- 
nical aspects  as  to  when,  but  certainly  that  is  something  that  both 
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the  Majority  and  the  Minority  have  joined  in  together,  not  to  be  tit- 
illating, but  it  is  to  get  as  much  in  the  way  of  facts  that  we  can. 

It  is  important  to  note  that  about  the  time  that  these  records 
were  found  by  Ms.  Huber,  and  I  do  not  think  anyone  has  on  this 
Committee,  on  either  side,  any  reason  to  disbelieve  her  testimony, 
that  there  was  a  certain  report  being  undertaken  by  the  IG's  office 
in  the  RTC. 

I  am  wondering,  Mr.  Chertoff,  if  you  would  comment  with  respect 
to  what  was  the  significance  of  that  report  and  what  they  were 
looking  at,  and  why  it  might  have  a  direct  bearing  on  why  someone 
would  be  looking  at  billing  records  of  the  Rose  Law  Firm,  and 
being  interested  in  it  at  or  about  the  time  Ms.  Huber  indicated  she 
found  these  files. 

Mr.  Chertoff.  Mr.  Chairman,  the  report  was  directly  focused  on 
the  work  that  the  Rose  Law  Firm  had  done  for  McDougal  Savings 
&  Loan,  Madison  Guaranty  Savings  &  Loan. 

The  question  was  whether  the  Rose  Law  Firm  had  been  in  a  con- 
flict of  interest  when  it  represented  the  RTC  in  a  lawsuit  against 
Madison's  former  accountants  when,  in  fact,  they  had  done  work 
for  Madison.  And  the  conclusion  of  the  Inspector  General's  report 
for  the  RTC  was  that  there  were  conflicts. 

One  of  the  most  obvious  places  you  would  want  to  look,  if  you 
were  trying  to  assess  or  evaluate  this  Inspector  General's  report, 
would  be  to  look  at  the  actual  record  of  the  work  that  was  done. 
What  is  significant  about  the  billing  records,  as  opposed  to  the 
bills,  is  that  they  are  not  merely  dollar  figures,  but  that  they  are 
actually  hourly  descriptions  of  the  actual  work  that  is  being  done 
by  the  individual  lawyers  involved. 

One  of  the  best  pieces  of  evidence  to  look  at,  if  you  are  trying 
to  look  at  a  report  on  the  work  that  had  been  done  by  the  Rose 
Law  Firm,  is  to  look  at  the  underlying  billing  records.  And  that  is 
why  I  think  it  would  be  significant  in  the  context  of  anyone  who 
was  reviewing  that  report  to  go  back  to  the  original  source  mate- 
rial, the  original  underlying  evidence  and  compare  it. 

Finally  let  me  observe,  Mr.  Chairman,  that  this  issue  of  the  Rose 
Law  Firm  and  the  conflict  of  interest  question  raised  by  the  RTC, 
had  been  discussed  in  the  White  House  for  a  couple  of  years. 

We  know  that  in  February  1994,  shortly  after  the  Independent 
Counsel  was  appointed  and  at  the  time  the  question  of  whether 
Roger  Altman  should  recuse  himself  was  being  discussed  with  the 
White  House,  that  after  Mr.  Altman  decided  to  recuse  himself,  Mr. 
Ickes  went  up  and  met  with  the  President  and  the  First  Lady  and 
discussed  specifically  the  question  of  whether  there  might  be  some 
liability  or  exposure  based  on  this  Rose  Law  Firm  issue. 

So  the  issue  had  been  highlighted  to  them  as  early  as  February 
1994,  and  when  the  report  that  addressed  it  came  out  in  the  sum- 
mer 1995,  this  would  have  been,  certainly  if  I  were  in  a  position 
of  being  at  that  law  firm,  I  would  want  to  look  at  these  records. 
They  would  be  very  helpful. 

The  Chairman.  Senator  Boxer. 

OPENING  COMMENTS  OF  SENATOR  BARBARA  BOXER 

Senator  Boxer.  Thank  you  very  much,  Mr.  Chairman. 
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Mr.  Chairman,  I  am  going  to  express  my  opinion.  I  know  you  are 
not  going  to  agree  with  it,  and  that  is 

The  Chairman.  How  do  you  know  I  will  not  agree  with  it? 

Senator  Boxer.  Because  I  am  going  to  repeat  something  that 
was  said,  but  do  it  in  my  own  way. 

I  find  that  the  title  of  this  chart  is  not  only  disturbing  but  it  is 
unprofessional.  I  would  direct  Mr.  Chertoff  to  a  letter  that  he  sent 
with  Mr.  Ben-Veniste  just  6  days  ago,  to  Mr.  John  Bates  of  the  Of- 
fice of  the  Independent  Counsel  in  which  you  asked  for  copies  of 
these  records,  and  you  refer  to  them  as  the  Rose  Law  Firm  billing 
records.  I  ask  that  that  letter  be  placed  in  the  record  at  this  time. 

The  Chairman.  So  ordered. 

Senator  Boxer.  I  think  it  just  proves  the  point  that  this  kind  of 
a  chart  that  gets  in  the  papers,  that  gets  on  this  expensive  little 
TV  monitor  over  here,  and  gets  handed  out,  is  a  political  document. 

These  are  not  Mrs.  Clinton's  records,  these  are  the  Rose  Law 
Firm  billing  records.  The  request  for  the  records,  signed  by  Mr. 
Chertoff  himself,  does  not  call  them  Mrs.  Clinton's  billing  records. 

So  I  find  the  chart  before  us  to  be  most  unprofessional  and  dis- 
turbing. I  have  to  say,  Mr.  Chairman,  that  in  my  home  State,  peo- 
ple are  looking  at  this  Committee  as  nothing  more  than  an  attack 
on  the  First  Lady,  and  I  think  it  is  hurting  this  Committee.  And 
I  do  not  think  it  does  the  U.S.  Senate  one  bit  of  good. 

Now,  I  want  to  ask  you  this  question,  Mr.  Chertoff.  Who  turned 
over  the  documents,  the  Rose  Law  Firm  billing  records? 

Mr.  Chertoff.  These  records,  Senator? 

Senator  Boxer.  The  records,  yes. 

Mr.  Chertoff.  Carolyn  Huber  turned  them  over. 

Senator  Boxer.  She  did.  What  was  her  title  or  is  her  title  at  the 
time  that  she  turned  them  over? 

Mr.  Chertoff.  I  do  not  know  her  exact  title. 

Senator  Boxer.  Whom  did  she  work  for,  Mr.  Chertoff? 

Mr.  Chertoff.  She  works  in  the  White  House.  There  is  no  doubt, 
Senator,  that  Ms.  Huber,  in  January,  came  to  the  realization  that 
the  records  were  relevant.  She  spoke  to  her  own  lawyer,  she  spoke 
to  the  White  House  lawyer. 

Senator  Boxer.  I  know  that. 

Mr.  Chertoff.  And  she  spoke  to  Mr.  Kendall. 

Senator  Boxer.  I  understand  that. 

Mr.  Chertoff.  They  turned  the  documents  over. 

Senator  Boxer.  As  I  understand  it,  Ms.  Huber  worked  in  the 
White  House  in  a  very  confidential  position,  a  very  trusted  em- 
ployee. I  think  all  of  us  felt,  when  we  met  her  here,  that  she  was, 
in  fact,  a  very  credible  person. 

And  I  think  that  underscores  what  Senator  Dodd  said.  It  is  not 
as  if  someone  who  wanted  to  hurt  the  First  Family  found  these 
records.  In  fact,  the  opposite  is  true.  And  in  fact  these  records,  in 
essence,  show  exactly  what  the  First  Lady  had  said.  As  I  under- 
stand these  records,  in  fiscal  year  1985  through  January  31,  1986, 
Madison  work  accounted  for  3.7  percent  of  Mrs.  Clinton's  billings 
at  the  firm. 

Now,  Senator  Bennett  has  decided  that  is  wrong.  I  do  not  know 
on  what  basis.  Maybe  when  he  got  bills  from  law  firms  when  he 
was  in  business,  he  thought  the  senior  partner  was  doing  all  the 
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work.  Anyone  who  knows  anything  about  billing  knows  that  is  not 
the  truth.  In  fiscal  year  1986  through  1987,  Madison  work  ac- 
counted for  1.7  percent  of  Mrs.  Clinton's  billings  at  the  firm.  The 
very  documents  help  to  evidence  this. 

So  my  point  is,  when  you  put  up  a  chart  like  that,  it  undermines 
this  Committees  credibility.  And  further,  when  you  talk  about 
these  documents  showing  up  and  being  turned  over;  in  fact,  they 
underscore  what  the  First  Lady  has  stated.  This  kind  of  a  chart 
would  be  appropriate  if  you  were  trying  to  market  and  promote  a 
new  board  game;  "Unresolved  Questions."  It  is,  to  me,  extraordi- 
nary for  a  bipartisan  committee. 

My  question  to  you,  Mr.  Chertoff,  is  this.  What  are  you  trying  to 
say  here  today?  Just  put  it  in  plain  English.  What  is  your  point? 

The  Chairman.  Now  wait  just  a  moment.  You  asked  Mr.  Chertoff 
a  question  and  then  you  continue  on.  You  have  a  perfect  right,  as 
a  Senator,  and  a  Member  of  the  Committee,  to  express  yourself, 
and  you  go  ahead  and  do  it.  And  I  am  going  to  say  to  Mr.  Chertoff, 
wait  until  she  is  done.  Do  not  try  to  answer  while  the  Senator  is 
speaking. 

Go  ahead,  Senator. 

Senator  Boxer.  OK.  My  question  is,  what  point  are  you  trying 
to  make  here,  both  in  your  testimony  and  in  this  chart? 

Senator  Dodd.  I  just  wanted  to  ask  if  my  colleague  would  yield. 

The  Chairman.  Please 

Senator  Boxer.  I  will  be  glad  to  yield  after  I  am 

The  Chairman  Let  them  finish 

Senator  Dodd.  Just  the  additional  question,  I  would  like  to  know 
who  paid  for  this  chart.  Was  this  paid  for  by  the  Republican  Policy 
Committee  or  paid  for  by  this  Committee,  and  furthermore,  are 
there  additional  charts  that  have  been  paid  for  by  the  Republican 
Policy  Committee  or  by  this  Committee? 

Mr.  Chertoff.  I  think  the  answer  to  the  second  question  is  that 
we  did  this  one  in-house,  and  I  can  ask  Mr.  Dinh  exactly  how  it 
was  prepared.  I  asked  that  it  be  prepared.  I  did  not  physically  do 
it.  We  prepare  all  our  charts  in-house. 

Senator  DODD.  What  does  that  mean? 

Mr.  Chertoff.  It  means  we  use  whatever  technology  we  have 
available  to  the  Committee  to  prepare  charts. 

Senator  Dodd.  Paid  for  by  the  Committee? 

Mr.  Chertoff.  It  was  done  by  the  Service  Department  of  the 
Senate.  I  gather  they  have  a  department  here  that  does  charts. 

Senator  DODD.  Who  created  the  actual  document? 

Mr.  Chertoff.  You  mean  who  blew  it  up? 

Senator  Dodd.  Who  created  it,  who  wrote  it  up? 

Mr.  Chertoff.  We  wrote  it  up.  My  staff  wrote  it  up.  They  pre- 
pared it  based  on  a  summary  of  evidence  that  had  been  collected. 

In  response  to  Senator  Boxer's  question,  my  point  is  this.  Putting 
to  one  side  the  question  of  whether  this  really  contradicts  or  con- 
firms Mrs.  Clinton's  statements,  and  I  have  to  say  that  the  facts 
are  that  focusing  on  this  client  which  was  the  question  that  was 
put  to  the  First  Lady  by  the  RTC,  namely,  her  involvement  with 
this  client,  the  records  do  show  that  on  the  Castle  Grande  matter, 
she  spent  52  percent  of  the  hours  on  it. 

But  putting  that  to  one  side 
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Senator  Boxer.  That  was  not  my  question.  I  can  read  what  that 
Castle  Grande  shows.  But,  since  you  raised  it,  I  can  tell  you  what 
we  learned  about  it,  but  my  question  was 

The  Chairman.  Senator,  would  you  please- 


Senator  Boxer.  He  is  not  answering  my  question. 

The  Chairman.  Senator 

Senator  Boxer.  Mr.  Chairman. 

The  Chairman.  I  am  going  to  ask  that- 


Senator  Boxer.  Mr.  Chairman,  is  this  my  time  or  your  time? 

The  Chairman.  Well,  it  is  not  yours  to  put  a  question  to  someone 
and  not  give  him  an  opportunity  to  respond. 

Senator  Boxer.  He  did  not  respond. 

The  Chairman.  Please  let  me  conclude.  If  you  find  the  answer 
unresponsive,  then  you  can  pursue  that,  but  I  am  going  to  ask  him 
to  respond.  If  you  are  not  satisfied  with  the  response,  you  can  cer- 
tainly pursue  it. 

Mr.  Chertoff. 

Mr.  Chertoff.  I  want  to  put  that  to  one  side  because  I  think  in 
fairness,  Senator,  all  the  Senators  in  the  Committee  have  a  right 
to  draw  their  own  judgment  about  the  significance  of  the  records. 

The  point  of  the  chart  is  this.  However  people  think  the  records 
cut,  whether  they  think  they  are  in  favor  of  Mrs.  Clinton  or  con- 
trary to  Mrs.  Clinton's  point  of  view,  the  Committee  had  a  right  to 
have  this  evidence  when  it  was  subpoenaed  as  did  the  RTC  and  as 
did  the  Independent  Counsel.  I  mean,  one  of  the  fundamental  prop- 
ositions everybody  in  the  country  has  to  follow  is  when  you  get  a 
subpoena  or  a  court  order,  you  obey  it.  It  is  not  up  to  the  recipient 
of  the  subpoena  to  say,  well,  they  do  not  really  need  this  one,  or 
this  is  something  that  is  helpful  to  me  so  I  am  going  to  hold  it 
back,  or  harmful.  They  are  obliged  to  comply  with  the  law. 

I  think  the  damage  that  is  done  if,  and  I  underscore  if,  if  some- 
one deliberately  withheld  documents  that  were  under  subpoena,  I 
do  not  think  you  ever  have  to  get  to  the  question  of  whether  it  is 
pro  or  con  in  terms  of  who  it  helps.  That  is  inappropriate.  The 
Committee  and  the  Senators  were  entitled,  when  they  asked  the 
questions  about  the  work  that  was  done,  to  have  all  the  informa- 
tion that  had  been  requested. 

Then  let  people  argue  about  whether  this  is  good  or  bad,  but  they 
should  certainly  be  in  possession  of  the  facts  if  there  is  a  subpoena 
that  requires  the  facts  to  be  produced.  I  think  apart  from  anything 
else,  if  someone  deliberately  withheld  them,  it  was  wrong. 

Senator  Boxer.  Well,  Mr.  Chertoff,  if  I  might  say,  you  did  not 
answer 

The  Chairman.  Who  is  going  to  ask  the  question? 

Senator  Boxer.  I  would  like  to  finish.  I  want  to  make  a  point. 
You  would  make  a  good  Senator  because  you  are  good  at  filibuster- 
ing, but  you  never  answered  my  question.  What  are  you  trying  to 
say  with  this  chart?  Get  to  the  point.  What  are  you  trying  to  say? 
Tell  this  Committee,  what  is  the  point  of  all  this  today? 

There  is  not  one  thing  that  came  out  here  today  that  we  did  not 
already  know,  so  I  would  like  to  know  what  is  the  point  of  your 
chart  and  what  are  you  trying  to  say?  Were  you  the  one  who  enti- 
tled it,  "Mrs.  Clinton's  Billing  Records"?  If  you  did,  why  didn't  you 
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refer  to  it  6  days  ago  as  Mrs.  Clinton's  Billing  Records,  in  this  offi- 
cial letter? 

The  Chairman.  All  right,  now,  Mr.  Chertoff,  if  you  would  like  to 
answer. 

Mr.  Chertoff.  First  of  all,  the  point  is  that  the  Committee  has 
a  right  to  get  answers  to  these  questions  which  go  to  the  very  heart 
of  whether  there  has  been  cooperation  with  the  Committee's  efforts 
to  determine  the  facts. 

Senator  Boxer.  Have  you  asked  Mrs.  Clinton  the  questions  then? 
You  are  trying  to  condemn  a  person  to  whom  you  never  asked  any 
questions.  I  do  not  understand  that. 

Mr.  Chertoff.  Second,  I  have  not  condemned  anyone.  And  if  I 
can  respond  to  the  question  concerning  the  heading,  for  which  I 
will  take  responsibility,  please  understand,  Mrs.  Clinton  was  the 
billing  partner  on  this  matter.  It  is  not  as  if  she  was  simply  some- 
one working  there. 

Senator  Boxer.  So  why  didn't  you  use  that  in  your  official  letter? 

Mr.  Chertoff.  Because  frankly,  Senator,  whether  it  was  entitled 
Mrs.  Clinton's  records  or  the  Rose  records  in  the  letter  was  a  mat- 
ter of  indifference. 

Senator  Boxer.  What  about  on  the  chart? 

Mr.  Chertoff.  We  all  know  what  we  are  talking  about,  and  I 
think  a  Rose  by  any  other  name  would  smell  as  sweet,  so  it  does 
not  much  matter  what  I  used. 

Senator  Boxer.  But  you  chose  to  write  Mrs.  Clinton's  Billing 
Records,  where  the  media  could  see  it  and  you  could  get  it  on  TV, 
but  on  the  official  letter,  when  you  are  being  more  professional  and 
not  political,  you  refer  to  it  as  the  Rose  Law  Firm  billing  records. 

I  think  it  is  unprofessional  of  you,  I  dare  say.  You  are  a  very 
bright  man.  I  think  you  knew  exactly  what  you  were  doing,  and 
since  you  are  taking  the  credit  or  the  blame  for  the  title  of  that 
chart,  then  I  think  you  have  to,  at  least  it  seems  to  me,  take  the 
criticism  from  this  side  of  the  aisle  that  it  is  unprofessional  and  it 
smacks  of,  it  seems  to  me,  more  of  a  political  witch  hunt  when  you 
do  that — yet  in  an  official  letter,  you  call  it  by  its  official  name. 

That  is  all  the  questions  I  have.  I  did  not  find  the  answers,  ei- 
ther. You  never  said  what  you  are  trying  to  prove.  You  keep  re- 
peating that  we  deserve  answers.  We  deserve  answers.  That  is  not 
the  question  I  asked.  I  guess  you  do  not  want  to  say  what  you  are 
hinting  about  today.  That  is  your  choice. 

The  Chairman.  I  would  note  that  we  are  well  over  the  time. 

Senator  Boxer.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Let  me  make  an  observation.  I  think  that  the  Mi- 
nority has  made  their  point.  I  think  Mr.  Chertoff  was  as  responsive 
as  the  circumstances  would  permit.  You  cannot  very  well  complete 
an  answer  when,  in  the  middle  of  it,  you  are  asked  another  ques- 
tion and  then  a  third,  and  then  a  statement  comes  in,  and  then  an- 
other Senator  comes  in  and  then  another  one. 

Second,  I  would  say  that  Mr.  Chertoff  has  been  most  professional 
in  all  of  his  dealings  with  this  Committee,  and  with  the  Members 
and  staff  of  the  Committee. 

Third,  I  think  that  there  are  reasonable  interpretations  as  it  re- 
lates, because  we  understand  what  our  concern  has  been  and  that 
has  been  in  terms  of  the  failure  of  a  proper  production  of  these  doc- 
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uments,  the  billing  records,  which  indicate  Mrs.  Clinton's  billing 
pursuant  to  the  request  as  it  relates  to  work  at  the  Rose  Law  Firm. 

Reasonable  interpretations  can  say  a  more  accurate  reflection 
would  have  been  Rose  Law  Firm  billing  records,  Mrs.  Clinton's  bill- 
ing records  as  it  relates  to  Rose  Law  Firm  work. 

But  the  fact  is,  I  do  not  believe  there  was  any  attempt  to  be  any- 
thing more  than  straightforward  in  attempting  to  indicate  those 
areas  that  we  have  been  able  to  resolve  and  those  people  who  have 
not  been  questioned  with  respect  to  these  matters  will  be  ques- 
tioned, and  we  still  have  a  number  of  questions  to  pose. 

And  it  may,  at  some  appropriate  period  of  time,  there  may  be  a 
question  as  to  just  how  do  we  address  questions,  if  we  do,  to  the 
First  Lady,  and  that  will  be  something  that  I  would  take  up  with 
Senator  Sarbanes  and  the  other  Members  of  the  Committee  before 
we  make  any  determination  as  to  how  to  do  that,  and  what  would 
be  the  most  appropriate  manner,  if  at  all. 

Senator  Boxer.  Mr.  Chairman,  I  told  you  we  would  disagree 
when  I  started  on  the  meaning  of  this. 

The  Chairman.  I  do  not  understand  why  the  Senator  is  bent  on 
being  contentious.  I  am  not  disagreeing. 

Senator  Boxer.  I  am  just  making  a  point  that  we  disagree.  I 
mean,  I  think  it  is  important  to  make  that  point  because  every- 
thing that  I  said,  you  said  you  disagree.  You  felt  Mr.  Chertoff  is 
professional,  and  that  he  answered  the  question. 

The  Chairman.  I  think  the  record  speaks  for  itself  and  I  do  not 
need  an  analysis  of  my  comments  by  the  Senator  from  California. 

Senator  Boxer.  You  analyzed  mine,  sir,  so  I  was  analyzing 
yours. 

The  Chairman.  No,  I  have  not.  I  have  not  in  any  way  attempted 
to  place  any  kind  of  interpretation  on  your  observations.  They 
stand  for  themselves.  People  will  judge  the  merits  of  them,  the  sin- 
cerity of  them,  the  accuracy  of  them,  and  the  context  of  them  as 
it  relates  to  how  you  deliver  them  and  what  you  say.  I  have  not 
attempted  to  characterize  any  of  your  statements,  nor  will  I. 

The  Chairman.  Senator  Murkowski. 

OPENING  COMMENTS  OF  SENATOR  FRANK  H.  MURKOWSKI 

Senator  Murkowski.  Thank  you  very  much,  Mr.  Chairman,  I 
have  three  brief  questions. 

Mr.  Chertoff,  perhaps  this  is  a  little  bit  repetitious,  but  you  are 
aware  that  Mrs.  Clinton  stated  that  she  did  not  recall  reviewing 
the  billing  records  during  the  1992  campaign.  Can  you  expand  a 
little  bit  on  that? 

Mr.  Chertoff.  I  have  seen  statements  reported  in  the  press 
through  her  lawyer  indicating  initially  that  she  did  not  recall  re- 
viewing them,  but  then  also  indicating  there  was  a  possibility  she 
had  reviewed  them.  And  I  have  to  say,  I  have  not  looked  recently 
at  the  accounts  to  know  precisely  what  she  said,  what  the  lawyer 
said  she  said. 

Senator  MURKOWSKI.  In  your  gathering  of  material,  depositions 
or  whatever,  you  cannot  enlighten  us  any  further  on  that? 

Mr.  Chertoff.  I  think  the  only  people  we  determined  during  the 
campaign  had  seen  the  records  were  Mr.  Hubbell  and  Mr.  Foster, 
and  then  we  knew  Ms.  Thomases  had  been  told  of  the  content  of 
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the  record  by  Mr.  Hubbell.  We  did  not  get  any  evidence  that  this 
was  discussed  with  Mrs.  Clinton  in  1992. 

Senator  Murkowski.  Investigators  have  been  working  on  this 
and  we  have  subpoenaed  extensive  documents,  but  there  was  a 
time  lag,  a  substantial  time  lag,  in  bringing  some  of  those  docu- 
ments before  this  Committee. 

Can  you  highlight  and  perhaps  identify  the  most  egregious  case 
where  the  Committee  made  the  request  and  then  received  expla- 
nations from  the  White  House  relative  to  submitting  that  material, 
and  then  time  delays.  What  was  motivating  the  White  House  into 
not  cooperating,  since  they  knew  they  had  the  material  and  they 
seemingly  decided  to  make  it  available  to  the  Committee  only  after 
making  us  wait  for  it. 

Senator  Sarbanes.  Which  material  is  the  Senator  referring  to? 

Senator  Murkowski.  I  am  referring  to  specific  material  included 
were  some  of  the  documentations  on  the  Rose  Law  Firm  specifically 
that  we  had  asked  for,  and  they  were  delayed  and  delayed. 

For  example,  Mr.  Chairman,  what  is  the  oldest  subpoena  for  the 
billing  records,  and  how  many  subpoenas  for  the  billing  records 
were  there?  Do  you  recall?  Didn't  that  take  an  awful  long  time? 

Mr.  Chertoff.  We  did  not,  this  Committee  did  not  actually  de- 
cide to  issue  subpoenas  until  last  fall  in  October.  For  a  long  period 
of  time,  the  Committee  operated  based  on  requests,  I  guess  you 
would  say  on  the  honor  system,  and  then  ultimately  the  Committee 
went  to  the 

Senator  Murkowski.  OK,  so  we  asked  for  them  without  the  sub- 
poenas, then  we  did  not  get  the  cooperation,  and  then  we  proceeded 
with  the  subpoenas? 

Mr.  Chertoff.  That  is  correct. 

We  did  learn  from  Mr.  Kendall  and  Ms.  Sherburne  that  there 
had  been  subpoenas  from  the  Independent  Counsel  and  the  regu- 
lators back  in  1994  that  would  pertain  to  these  documents. 

With  respect  to  your  earlier  question,  we  have  had  the  experi- 
ence, we  certainly  had  the  experience  in  January  and  February,  of 
a  number  of  documents  turning  up  relating  to  Whitewater  that  ap- 
parently emerged  only  when  someone  was  moving  offices.  There 
were  a  number  of  instances  of  self-described  inadvertent  failures  to 
turn  over  documents. 

We  have  been  in  the  position  frequently  of  questioning  people 
only  to  find  out  afterward  that  there  were  more  pertinent  docu- 
ments, and  then  we  have  to  decide  whether  to  bring  them  back.  We 
do  bring  them  back  sometimes  but  it  is  frankly  a  hardship  for  the 
witnesses  and  a  hardship  for  the  Committee  to  have  to  do  that. 

Senator  Murkowski.  And  was  there  any  explanation  offered  by 
the  White  House  because  this  did  not  occur  on  one  occasion,  it  oc- 
curred on  several  occasions? 

Mr.  Chertoff.  I  know  we  had  with  Mr.  Lindsey  and  with  Mr. 
Waldman  and  with  Mr.  Ickes,  and  I  remember  particularly  with  re- 
spect to  Mr.  Lindsey,  we  received  documents  that  were  responsive 
actually  the  day  after  the  Committee  had  lapsed  at  the  end  of  Feb- 
ruary, and  the  explanation  we  received  in  the  letter,  if  I  recall  it 
correctly,  was  again  it  was  somehow  inadvertent  and  there  was  a 
description  of  a  reason  why  it  had  not  been  turned  over. 


2805 

But  then  we  also  learned  from  the  lawyer  that  he  actually  had 
discovered  the  documents  or  had  found  the  documents  earlier  that 
week,  but  had  been  busy  on  a  trip,  so  that  we  did  not  actually  get 
them  until  after  the  Committee's  jurisdiction  had  lapsed. 

I  understand  that  since  the  end  of  February,  other  documents 
have  trickled  in. 

Senator  Dodd.  Would  my  colleague  yield,  just  for  a 

Senator  Murkowski.  Let  me  finish  because  I  am  not  going  to  be 
very  long. 

The  bottom  line  one  could  conclude  is  there  were  numerous  re- 
quests for  subpoenas,  for  the  billing  records,  and  in  your  opinion, 
are  you  satisfied  that  they  have  been  turned  over? 

Mr.  Chertoff.  Well,  we  have  the  billing  records.  Senator,  I  have 
to  tell  you 

Senator  Murkowski.  All  of  the  billing  records? 

Mr.  Chertoff.  Well,  I  cannot  say  all  the  records  because  there 
are  probably  original  bills.  We  seem  to  have  a  complete  set  of  bill- 
ing printouts.  What  I  can  say  to  the  Senator  is  not  only  was  this 
requested  and  then  ultimately  subpoenaed,  but  this  issue  of  the 
billing  records  was  actually  a  focus  of  question  and  discussion  by 
this  Committee  in  the  fall  and  early  winter  of  last  year,  in  Novem- 
ber and  December.  It  is  not  as  if  it  was  something  that  was  men- 
tioned in  passing. 

As  Senator  Bennett  pointed  out,  the  question  of  these  records 
was  discussed  repeatedly  and  in  particular  with  Mr.  Hubbell  who 
said,  well,  geez,  you  know,  it  would  really  be  helpful  if  we  could 
have  the  billing  records  so  I  could  prove  my  point.  And  there  were 
then  determinations  that  we  should  try  to  get  those  records.  So  this 
was  not  anything  that  anyone  could  have  overlooked. 

Senator  Murkowski.  My  time  is  almost  up.  But  you  obviously 
have  a  life  time  of  experience  in  your  area  of  expertise.  What  line 
do  you  draw  relative  to  withholding  evidence  in  a  case  where  you 
request,  then  you  subpoena,  then  more  turns  up  over  an  extended 
period  of  time,  and  it  seems  like  if  you  ask  the  right  questions,  you 
might  get  a  specific  response,  but  you  are  not  going  to  get  every- 
thing. 

How  do  you  evaluate  professionally  in  your  business  when  clear- 
ly the  line  is  crossed  and  withholding  evidence  is  apparent,  and 
what  is  the  penalty  for  withholding  evidence,  if  in  fact  it  can  be 
proven?  Can  you  take  us  through  that  one  side,  we  are  not  quite 
there,  but  how  you  get  over  it  and  what  the  penalty  is? 

Mr.  Chertoff.  The  penalties  vary.  At  the  extreme,  if  there  is  a 
deliberate  decision,  intentional  decision  to  withhold  documents  that 
are  subject  to  subpoena  by  a  Grand  Jury,  that  is,  as  I  say,  if  it  is 
deliberate,  that  can  be  a  Federal  offense,  punishable  as  an  obstruc- 
tion of  justice,  or  it  can  be  a  contempt  of  Congress  or  a  contempt 
of  court,  depending  on  who  issues  the  subpoena. 

In  court  cases  all  the  time,  these  issues  arise,  and  there  are  often 
sanctions,  whether  they  be  criminal  or  civil  sanctions,  visited  upon 
parties  that  do  not  turn  over  documents  that  are  requested. 

As  always,  the  issue  is  this:  Were  they  covered  by  the  subpoena, 
did  the  person  who  had  them  know  about  the  subpoena,  were  they 
under  the  instruction  of  the  subpoena,  and  did  they,  knowing  that 
they  were  required  to  turn  them  over,  deliberately  withhold  them. 
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And  if  they  did  so,  then  that  is  something  that  does  get  punished. 
Ultimately,  it  typically  boils  down  to  a  question  of  knowledge  and 
intent. 

Senator  MURKOWSKI.  Mr.  Chertoff,  have  we  passed  that  line  in 
this  case? 

Mr.  Chertoff.  I  think,  Senator,  that  the  decision  about  how  to 
proceed  with  sanctions,  ultimately,  of  course,  is  probably  one  for 
the  Special  Counsel  to  make. 

I  think  the  Committee  has  a  very  strong  institutional  interest, 
however,  in  making  its  own  determination  about  whether  the  Com- 
mittee feels  it  is  received  proper  cooperation  with  respect  to  these 
documents. 

Senator  MURKOWSKI.  So  what  you  are  saying  to  us  as  Members 
is  that  it  is  our  judgment? 

Mr.  Chertoff.  It  is  your  judgment. 

Senator  MURKOWSKI.  I  thank  the  Chair.  That  is  the  conclusion 
of  my  statements. 

Senator  Sarbanes.  Well,  Mr.  Chairman,  I  am  not  going  to  leave 
that  matter  at  that  point,  because  it  is  very  important.  When  did 
this  Committee  first  issue  subpoenas,  in  October?  Not  until  Octo- 
ber, correct? 

Mr.  Chertoff.  I  think,  yes,  it  was  in  the  fall,  correct. 

Senator  Sarbanes.  In  October. 

Mr.  Chertoff.  That  is  my  recollection,  yes. 

Senator  Sarbanes.  That  is  right.  I  think  it  is  arguable  whether 
the  billing  records  were  within  the  terms  of  the  subpoena. 

Pardon? 

Mr.  Chertoff.  I  say,  respectfully,  I  think  they  were  actually 
within  the  terms. 

Senator  Sarbanes.  It  is  an  arguable  matter. 

Now,  Mr.  Chairman,  we  have  been  through  this  question  of  re- 
sponsiveness to  the  Committee's  requests  and  to  the  subpoenas, 
and  I  am  frank  to  say  I  think  there  has  been  a  tremendous  amount 
of  cooperation.  We  have  gotten  a  tremendous  amount  of  material. 

We  had  an  important  issue  that  was  taken  to  the  Floor  of  the 
Senate  where  there  was  an  argument  that  there  was  a  privilege 
that  could  be  asserted.  That  matter,  in  the  end,  was  worked  out  in 
an  acceptable  way  to  all  parties.  But  I  do  not  think  we  ought  to 
leave  an  impression  here  that  some  line  has  been  crossed  with  re- 
spect to  providing  material.  And  it  is  very  important  to  understand 
that  no  subpoena  was  issued  from  this  Committee  to  the  White 
House  until  October. 

Subsequent  to  that,  in  my  view,  it  was  complied  with  in  every 
respect.  And  these  documents  were  discovered,  actually  they  were 
turned  over  to  us  by  Mr.  Kendall  after  Ms.  Huber  found  them.  In 
fact,  he  sends  them  up  with  a  cover  letter  to  Mr.  Giuffra.  These 
documents  were  discovered  yesterday  by  Ms.  Carolyn  Huber,  Spe- 
cial Assistant  to  the  President  and  Special  Director  of  Correspond- 
ence. They  were  furnished  promptly  to  our  Committee.  And  then 
he  indicated  that  the  originals  had  been  furnished  to  the  Independ- 
ent Counsel.  So,  you  know,  once  discovered,  they  were  turned  over. 

Now  why  they  had  not  been  found  previously  is  an  open  ques- 
tion. I  mean,  I  recognize  that  question,  and  there  is  been  a  lot  of 
speculation  about  it,  but  the  speculation  we  have  heard  from  the 
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table  this  morning  is  all  about  sort  of  a  deliberate  effort,  and  it  is 
quite  plausible  to  have  an  explanation  of  it  which  is  nondeliberate. 
In  other  words,  it  was  a  not  deliberate  effort.  But  I  think  this  line 
of  questioning  could  leave  an  erroneous  impression  in  terms  of  the 
responsiveness. 

I  think  Jane  Sherburne,  who  has  engaged  in  an  interchange  with 
the  Committee,  and  we  have  documented  it  previously,  tried  in 
every  good  faith  effort  to  meet  the  demands  of  the  Committee  and 
I  think  that  needs  to  be  put  on  the  record. 

Senator  Dodd.  As  I  understood  it,  at  the  time  the  letter  and  the 
subpoena  went  out,  and  again  making  the  points,  I  think  it  needs 
to  be  made  because  there  are  a  lot  of  assumptions  in  some  of  the 
exchanges  here,  there  was,  it  is  arguable  as  to  whether  or  not  the 
billing  records  were  included.  Putting  that  aside,  the  time  the  let- 
ter and  the  subpoena  went  out,  in  fact,  we  now  know  where  these 
documents  were  at  the  time  the  subpoena  went  out,  don't  we? 

Mr.  Chertoff.  We  know  from  Ms.  Huber  that  they  were  in  her 
possession  between  August  1995  and  January. 

Senator  Dodd.  Right.  So  there  is  nothing  to  speculate  about  that. 
No  one  has  contradicted  that.  So  making  that  point  I  think  is  an 
important  one  because  the  assumption  here,  based  on  just  what 
you  hear  this  morning  is,  you  do  not  know  where  those  were  at  the 
time  of  the  subpoena.  We  now  know  where  they  were.  She  says  she 
found  them  later.  We  leave  these  things  sort  of  dangling  around 
here,  and  yet  in  August,  at  the  time  the  letter  went  out,  and  in  Oc- 
tober, the  time  the  subpoena  went  out,  in  fact,  we  know  where  the 
documents  were.  The  person  who  had  them  in  her  possession  dis- 
covered them,  when  she  did,  turns  them  over  to  her  lawyer,  Ken- 
dall, and  the  lawyer  turns  them  over  to  us. 

What  I  object  to  is  sort  of  rank  speculation  here  without  any  evi- 
dence to  corroborate  it.  That  is  what  is  dangerous  in  a  Committee 
like  this.  This  is  rank  speculation. 

The  Senator  from  Maryland  has  pointed  out,  one  could  easily 
draw  the  conclusion  as  well,  given  the  fact  that  we  have  had  50,000 
documents  turned  over  by  this  White  House,  not  to  mention  15,000 
documents  in  the  personal  possession,  65,000  documents  over  the 
last  2  years.  The  fact  that  something  does  not  turn  up  the  minute 
we  want  it  is  not  unheard  of. 

Mr.  Chertoff,  you  have  been  involved  in  hundreds  of  cases  and 
that  has  happened,  I  gather,  and  when  it  has  happened,  it  has  not 
been  because  of  some  corruption.  Documents  get  lost.  Is  that  not 
true? 

Mr.  Chertoff.  Senator,  documents  get  lost. 

Senator  Dodd.  With  no  corruption  involved,  couldn't  we  specu- 
late about  that? 

Mr.  Chertoff.  I  think  always  in  my  experience,  it  depends  upon, 
in  large  part  sometimes,  the  nature  of  the  document.  A  document 
that  is  hotly  discussed  and  sought,  and  a  document — putting  aside 
whether  you  think  it's  helpful  or  hurtful  is  clearly  relevant  to  a  dis- 
cussion of  issues  that  are  being  considered  by  the  Independent 
Counsel  or  the  Committee.  I  mean,  anything  is  possible  in  life  but 
that  is  the  kind  of  document  you  would  normally  expect  people  to 
be  producing. 
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Senator  Dodd.  You  are  much  more  experienced  at  this  than  I  am 
but  it  seems  to  me  then  when  you  find  the  document,  and  if  you 
find  the  document,  that  something  is  in  there  that  was  really  in- 
criminating, then  that  leaves  really  a  lot  of  credibility  to  the  notion 
of  why  it  might  have  been  withheld. 

When  the  document  in  fact  corroborates  everything  that  has  been 
said,  doesn't  that  conversely  also  then  sort  of  eliminate  or  at  least 
reduce  significantly  the  motivations  about  why  the  document  might 
not  become  available  when  it  was  sought? 

Mr.  Chertoff.  I  think,  Senator,  some  of  it  depends.  I  have  had 
the  experience  of  having  things  discovered  belatedly  and  then  one 
puts  the  best  face  on  them.  I  think  in  the  end  the  Committee's 
going  to  have  to  judge  whether  it  thinks  the  documents  are  hurtful 
or  harmful. 

I  would  say  this.  Usually  you  would  expect  if  something  was  very 
helpful,  they  would  produce  it  quickly.  But  I  would  also  say  that 
on  occasion,  things  have  been  produced  belatedly,  and  it's  very 
common  for  lawyers  then  to  argue  well,  it  didn't  very  much  matter 
anyway.  And  I  think  in  the  end,  the  critical  point  is  the  Committee 
has  the  right  to  have  the  information  and  I  think  you,  as  Members 
of  the  Committee,  draw  your  conclusions. 

Senator  Sarbanes.  Senator  Dodd,  if  you'd  yield  for  a  minute? 

Mr.  Chairman,  I  would  like  to  put  in  the  record  at  this  point  an 
article  that  appeared  in  The  New  York  Times  called  "Docudrama" 
by  Sidney  Herman,  a  lawyer,  which  says: 

Documents  that  are  relevant  to  an  investigation  are  found  in  an  unexpected  place 
6  months  after  they  were  first  sought.  A  shocking  development? 

Absolutely  not.  In  most  major  pieces  of  litigation,  files  turn  up  late.  One  side  or 
the  other  always  thinks  of  making  something  of  the  late  appearance,  but  these  law- 
yers know  the  truth.  It  could  just  as  easily  happen  to  them. 

Senator  Dodd.  I  thank  my  colleague. 

Senator  Sarbanes.  It  goes  on  in  that  vein,  and  may  I  ask  that 
that  be  put  in  the  record. 

The  Chairman.  So  ordered.  It  will  be  placed  in  the  record. 

Senator  Murkowski.  Mr.  Chairman,  I  would  just  like  the  record 
to  note  that  the  Committee  subpoena  isn't  the  only  subpoena  that's 
been  out  there.  The  Department  of  Justice  first  began  to  issue  sub- 
poenas regarding  the  billing  records  on  Christmas  eve,  1993.  That's 
a  long  time  ago,  Mr.  Chairman. 

Senator  Dodd.  Mr.  Chairman,  I'd  yield  to  Mr.  Ben-Veniste. 

The  Chairman.  I  think  the  record  adequately  reflects,  and  I  am 
going  to  ask  all  sides  if  we  can't  try  to  constrain  ourselves.  I  know 
we  think  we  have  important  points  to  make,  but  I  will  venture  to 
say  that  these  points  have  been  made  by  both  sides,  not  only  at 
this  hearing,  but  certainly  in  the  past.  So  if  we  can  try  to  confine 
ourselves. 

Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Thank  you,  Mr.  Chairman. 

Mr.  Chertoff,  you  will  acknowledge,  will  you  not,  that  we  did  not 
specifically  request  the  Rose  Law  Firm  billing  records  from  the 
White  House,  either  in  our  letter  request  or  in  our  subpoena.  Isn't 
that  so? 

Mr.  Chertoff.  As  I  understand  the  subpoena  and  the  letter  re- 
quests we  sent  out,  they  quite  clearly,  to  me,  included  the  billing 
records. 
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Mr.  Ben-Veniste.  Did  we  specifically  request,  did  we  say  please 
give  us  any  Rose  Law  Firm  billing  records  that  you  have? 

Mr.  Chertoff.  I  think  the  answer,  as  I've  said,  Mr.  Ben-Veniste, 
is  they  were  categorical  broad  requests  that  included  the  billing 
records,  although  they  did  not  specifically  enumerate. 

Mr.  Ben-Veniste.  So  they  didn't  specifically  ask  for  the  billing 
records.  Isn't  it  correct  that  as  far  as  our  subpoena  and  letter  re- 
quest is  concerned,  I  don't  know  what  was  in  anyone  else's  sub- 
poena or  letter  request,  I  do  know  what  was  in  ours,  what  we 
asked  for  was  any  documents  which  relate  to  the  operation,  the  sol- 
vency, and  the  regulation  of  Madison  Guaranty  Savings  &  Loan? 
That  was  the  request  that  was  made. 

Mr.  Chertoff.  In  part.  In  addition  to  that,  there  was  a  request 
for  anything  relating  to  the  conflict  of  interest  that  arose  with  re- 
spect to  the  representation  of  the  RTC  in  the  case  against  the 
Council. 

Mr.  Ben-Veniste.  It  was  far  from  clear  that  our  request,  in  re- 
sponse to  Senator  Murkowski's  question,  identified  the  Rose  Law 
Firm  billing  records. 

I  think  one  other  point  worth  making,  because  it  was  included 
again  in  Senator  Murkowski's  question  to  you,  and  you  may  have 
misspoken  about  that,  and  that  had  to  do  with  statements  attrib- 
uted to  Mrs.  Clinton  about  whether  or  not  she  reviewed  billing 
records  during  the  1992  Presidential  Campaign.  I  believe  the 
record  is  that  either  Mrs.  Clinton,  or  her  attorney  at  the  time,  stat- 
ed that  it  was  possible  that  she  had  reviewed  the  records. 

Mr.  Chertoff.  I  think  that's  correct.  That's  what  I  said. 

Senator  Sarbanes.  When  did  we  send  the  subpoena?  The  end  of 
October,  wasn't  it? 

Mr.  Chertoff.  I  don't  remember  the  precise  date.  I  know  it  was 
in  October. 

Senator  Sarbanes.  I  think  it  was  the  end  of  October. 

The  Chairman.  Mr.  Chertoff,  we  thank  you. 

The  Committee  stands  in  recess  until  tomorrow  at  10:00  a.m. 

[Whereupon,  at  12:40  p.m.,  the  Committee  was  recessed  to  recon- 
vene the  following  day,  Wednesday,  May  8,  1966,  at  10:00  a.m.  in 
the  same  place.l 
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Washington.  DC 

London 

Pans 


May   3,    1996 

BY  FACSIMILE  &  U.S.  MAIL 


The  Honorable  Alfonse  M.  D'Amato 

The  Honorable  Paul  S .  Sarbanes 

Special  Committee  to  Investigate  Whitewater 

Development  Corporation  and  Related  Matters 
534  Dirksen  Senate  Office  Building 
Washington,  D.C.   20510 


Re:   Appearance  of  Susan  P .  Thomases 


Dear  Senators  D'Amato  and  Sarbanes: 

We  are  in  receipt  of  Senator  D'Amato' s  May  1,  1996  letter, 
faxed  to  our  offices  at  6:30  p.m.,  requesting  that  Susan 
Thomases  travel  to  Washington  on  less  than  a  week's  notice 
to  provide  a  fifth  session  of  testimony  to  the  Special 
Committee. 

We  are  prepared  to  produce  Ms .  Thomases  to  testify  for  a 
fifth  time  under  oath.   We  request,  however,  that  the 
Special  Committee  provide  her  with  a  reasonable  period  of 
notice  prior  to  the  date  of  that  testimony.   As  you  know, 
Ms.  Thomases'  multiple  appearances  have  generated 
voluminous  written. testimony  that  she  must,  in  fairness, 
have  an  opportunity  to  review  prior  to  appearing  again 
before  the  Special  Committee.   This  becomes  all  the  more 
necessary  because,  as  we  understand  it  from  the  staff, 
there  is  no  limitation  on  the  subject  matters  that  the 
Special  Committee  will  cover  in  Ms.  Thomases'  fifth 
appearance.   In  addition,  the  date  proposed,  May  7,  1996, 
conflicts  with  prior  commitments  of  her  counsel. 

Accordingly,  we  would  propose  that  the  Committee  agree  to 
schedule  Ms.  Thomases  for  an  appearance  on  May  14,  1996. 

Separately,  in  response  to  Chairman  D'Amato's  suggestion 
that  Ms .  Thomases  might  wish  to  be  deposed  in  advance  of 
the  public  hearing,  please  understand  that  our  client  has 
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no  such  desire,  unless  that  exercise  might  obviate  the  need 
for  a  further  public  appearance. 

Finally,  we  are  in  receipt  of  Special  Committee  counsel's 
May  2,  1996  request  to  inspect  the  originals  of  documents 
ST132  -ST142,  which  were  produced  to  the  Committee  earlier 
this  year.   We  are  willing  to  make  these  original  documents 
available  for  inspection  under  reasonable  conditions  in 
keeping  with  past  practice  in  our  Washington  offices  on  May 
13,  1996.   We  also  request  that  to  expedite  the  proceedings 
the  Special  Committee  make  available  for  inspection  any 
documents  that  it  wishes  to  use  in  Ms.  Thomases'  appearance 
on  May  13,  1996. 

Thank  you  in  advance  for  your  cooperation  with  these 
issues . 


;ry  t 


Very  truly  yours, 


Benito  Romano 
/cc:      Susan  P.    Thomases,    Esq. 


■:  - 
.SffllH 
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T?i  Arkansas,  Che  same  official  happened  co  serve  both  a/s~jsavincs 
ani  Loan  Association  Supervisor  and  Securities  Ccmmissaoner .  In 
1585,  Ms.  Severly  3assett  held  this  dual  pes".  A  review 
entire   transaction   from   the   vantage  point   of    1955   makes    : 


or  this 
t  clear 


action,  which  was  rare  on 

u 

of  federal  and  state  S&L  officials  after  the  federal  der 


of'SiL's  in  the  early  1980' s. 


tr.e  part 
egulaticn  | 
While  she  recognized  that  Madison 


sale  c; 
talized. 


Guaranty,  like  other  state  corporations,  could  issue  preferred 

sclpck,  she  was  careful  to  protect  the  public  against  the 

secNtrities  by  an  institution  that  was  net  adecuately^cac: 

Madison  Guaranty  was  unable  to  meet  the  strinoent  recuire'mencs 

I 
she  imposed,  and  the  Rose  Law  Firm  was  ultimately  unsuccessful  in 

Lts^ef  forts  on  behalf  of  Madison  Guaranty. 

I  was  not  involved  in  any  meetings  with  state  regulators  c 

these  matters .   I  may  have  made  one  telephone  call  to  the 

Arkansas  Securities  Department  to  find  out  to  whom  Mr.  Massey 

should  direct  any  inquiries  regarding  an  S&L  matter.   I  do  not 

remember  to  whom  I  sooke.   Insofar  as  I  am  aware,  \p  pears 


i! 


inlythree  ti 


imes  in  the  many  documents  exchanged  by  Rtose  and  the 
state  regulators.   The  first  time  is  in  a  letter  Mr.  Massey  wrote 
:o  state  regulators  expressing  his  view  that  it  was  permissible 
Ear  Madison  Guaranty  to  authorize  and  issue  a  class  of  non-votinc 
preferred  stock  (DKRT11000701-11000702,  attached  hereto  at  Tab 
17A)  .   He  drafted  and  sent  a  letter  to  Mr.  Charles  Handley,  of 

-  41  - 
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10.      Describe   your   involvement   in  Madison  Guaranty,   .. 

Eraat- 

To  Che  best  of  my  knowledge, . I  was  noc  involved  in  chis 


11.  Identify  all  persons  with  specific  knowledge  of 
your  involvement  in  this  matter. 

Please  see  my  Answer  to  Question  10,  supra . 

12.  Identify  all  documents  relating  to  your 
involvement  in  chis  matter. 

Please  see  my  Answer  to  Question  10,  supra . 

13.  Describe  your  involvement  with  Rose's 
representation  of  Madison  before  the  Arkansas  Securities 
Department  (ASD)  .  including  but  not  limited  to  details  of  work 
you  performed  in  198  5  for  Madison  regarding  obtaining  approval 
from  the  ASD  to  issue  preferred  stock. 

In  the  spring  of  1985,  Madison  Guaranty  Savings  &  Loan 

Association  engaged  the  Rose  Law  Firm  to  represent  it  in  an 

attempt  co  secure  permission  for  Che  S&L   to  issue  preferred  stoc 

and  market  it  through  a  whclly-ownsd  brokerage  fira.   While  I  w; 

Che  billing  partner  on  this  matter,  the  great  bulk  of  the  work 

was  done  by  Mr.  Richard  Massey,  who  was  Chen  an  associate  at  Ro£ 

and  whose  specialty  was  securities  law.   I  was  noc  involved  in 

Che  day-co-day  work  on  che  project.   My  knowledge  of  the  events 

concerning  chis  represencacion,  as  sec  forth  in  chis  Answer,  has 

been  largely  derived  from  a  review  of  che  relevant  documents 

rather  Chan  my  contemporaneous  involvement  in  Che  representation 

since  Mr.  Massey  primarily  handled  Che  matter. 


-  5 
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United  States  Senate 

COMMITTEE  ON  BANKING.  HOUSING.  ANO 

URBAN  AFFAIRS 

WASHINGTON.  OC  20510-6075 


Mav  I.  1996 


Via  Facsimile  and  U.S.  Mail 

John  Bates.  Esq. 

Office  of  the  Independent  Counsel 

1001  Pennsylvania  Avenue,  N.W. 

Suite  No.  490N 

Washington,  D.C.   20004 

Dear  Mr.  Bates: 


The  Special  Committee  to  Investigate  Whitewater  Development  Corporation  and 
Related  Matters  is  investigating  the  circumstances  surrounding  the  discovery  in  the  White 
House  Residence  of  records  reflecting  the  Rose  Law  Firm's  representation  of  Madison 
Guaranty  Savings  and  Loan  Association  (the  "Rose  Law  Firm  Billing  Records"). 

We  understand  that  the  Office  of  Independent  Counsel  has  conducted  a  fingerprint 
analysis  of  the  original  billing  records.    On  behalf  of  the  Special  Committee,  we  hereby 
request  that  you  provide  the  Special  Committee  with  a  copy  of  the  report  of  that  analysis. 

In  the  event  that  you  conclude  that  disclosure  of  the  report  is  inappropriate  at  this 
time,  please  advise  promptly  if  you  anticipate  a  change  in  circumstances  such  that  you  would 
be  able  to  produce  the  report  requested. 

Please  call  us  at  224-7391  with  any  questions.   Thank  you. 

Very  truly  yours. 


Richard  Ben-Veniste 
Minority  Special  Counsel 


Michael  Chertoff 
Special  Counsel 
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"MRS.  CLINTON'S  BILLING  RECORDS"  CHART 
WAS  NOT  PROVIDED  IN  TIME  FOR  PUBLICATION 
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Docudrama 


By  Sidney  N.  Herman 

Chicago 

Documents  that  are  rele- 
i  vant  to  an  investiga- 
I  tion  are  found  in  an 
'  unexpected  place  six 
months    after    they 
were  first  sought.  A 
shocking  development? 

Absolutely  not.  In  most  major 
pieces  of  litigation,  files  turn  up  late. 
One  side  or  the  other  always  thinks 
of  making  something  of  the  late  ap- 
pearance, but  these  lawyers  know 
the  truth:  it  could  just  as  easily 
happen  to  them. 

Despite  diligent  searches,  impor- 
tant papers  in  large  organizations 
are  always  turning  up  after  the  ini- 
tial and  follow-up  searches.  How 
many  times  have  you  looked  for 
something  on  your  desk  and  couldn't 
find  it,  only  to  have  it  appear  right 
under  your  nose  later?  Happens  all 
the  time. 

Indeed,  as  every  litigator  knows, 
there  is  nothing  worse  than  having 
an  important  document  show  up  late. 
You've  only  highlighted  its  absence 
for  your  opponent.  If  you  know  where 
it  is,  it  is  far  better  to  include  it  in  the 

Sidney  N.  Herman  is  a  lawyer. 


initial  delivery  of  relevant  papers, 
where  it  gets  mixed  in  with  the  rest 
of  the  morass.  Why  red-flag  it  by 
holding  it  back? 

My  former  partner,  Kenneth 
Starr,  knows  all  this.  As  independent 
counsel  in  the  Whitewater  investiga- 
tion, he  will  take  it  into  account. 

But  the  American  people  have  no 
reason  to  know  that  this  is  a  normal 


Please.  Every 
lawyer  loses  files. 


occurrence;  it  is  not  part  of  their 
everyday  experience.  Reporters 
really  don't  have  any  reason  to  know 
this  either.  Or  they  may  know,  and 
simply  choose  to  ignore  it. 

Last  summer,  notes  that  were  crit- 
ical to  the  celebrated  libel  suit 
brought  by  Jeffrey  Masson  against 
the  writer  Janet  Malcolm  appeared 
in  her  private  study,  years  after  they 
were  first  sought.  I  recall  that  dis- 
covery being  treated  as  an  interest- 
ing happenstance,  nothing  more. 

When  documents  show  up  belated- 
ly, even  in  private  quarters,  there  is 
simply  nothing  unusual  about  it     □ 


INVESTIGATION  OF  WHITEWATER 

DEVELOPMENT  CORPORATION 

AND  RELATED  MATTERS 


WEDNESDAY,  MAY  8,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  10:00  a.m.,  in  room  216  of  the  Hart  Sen- 
ate Office  Building,  Senator  Alfonse  M.  D'Amato  (Chairman  of  the 
Committee)  presiding. 

OPENING  COMMENTS  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  The  Committee  will  come  to  order. 

When  last  we  met,  there  was  concern  with  respect  to  scheduling, 
and  I  am  very  pleased  to  announce  that  we  have  been  able  to  agree 
to  the  issuance  of  subpoenas  to  Mr.  David  Watkins  and  to  Mr. 
Webb  Hubbell,  requiring  the  production  to  the  Committee  of  cer- 
tain Bank  of  Kingston  records  which  Mr.  Hubbell  had  in  his  pos- 
session. These  Bank  of  Kingston  records  were  in  the  files  of  the 
Rose  Law  Firm  and  related  to  work  billed  by  the  firm  to  their  bank 
which  was  then  owned  by  Jim  McDougal. 

Again  I  want  to  commend  both  Counsels  and  staff  for  being  able 
to  reach  an  accord  so  that  we  can  move  forward  as  quickly  as  pos- 
sible. Staff  has  been  instructed  to  take  depositions  and  to  look  at 
the  quality  and  ascertain  whether  witnesses  will  be  required  to 
make  a  public  testimony.  Where  we  can  avoid  that  we  will  in  order 
to  complete  our  work  as  expeditiously  as  possible. 

We  have  combined  the  panels  in  order  to  have  a  more  orderly 
presentation  and  also  to  save  time.  I  am  going  to  ask  the  witnesses 
to  please  stand  for  the  purposes  of  taking  the  oath. 

[Witnesses  sworn.] 

The  Chairman.  Let  me  thank  all  of  our  witnesses  for  coming 
today  and  ask  if  any  of  you  have  a  statement  that  you  would  like 
to  submit  for  the  record  in  writing,  or  one  that  you  would  like  to 
make  before  we  begin? 

SWORN  TESTIMONY  OF  FRANK  B.  BURGE 

FORMER  SENIOR  VICE  PRESDDENT 

CITIZENS  BANK  &  TRUST  OF  FLD?PIN,  ARKANSAS 

Mr.  Burge.  No. 

(2817) 
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SWORN  TESTIMONY  OF  JAMES  N.  PATTERSON 

FORMER  PRESIDENT 

RIVER  VALLEY  BANK  &  TRUST  OF  LAVACA,  ARKANSAS 

Mr.  Patterson.  No. 

SWORN  TESTIMONY  OF  ROBERT  RITTER 

FORMER  PRESBDENT,  CEO  &  DHIECTOR 

CITIZENS  BANK  &  TRUST  OF  FLEPPIN,  ARKANSAS 

Mr.  RlTTER.  No. 

SWORN  TESTEVIONY  OF  H.  DON  DENTON 
FORMER  SENIOR  VICE  PRESBDENT  &  CHESF  LENDEVG 

OFFICER,  UNION  NATIONAL  BANK  OF  LITTLE  ROCK 

FORMER  SENIOR  VICE  PRESBDENT  &  CHIEF  LENDING 

OFFICER,  MADISON  GUARANTY  SAVEVGS  &  LOAN 

Mr.  Denton.  No. 

SWORN  TESTEVIONY  OF  VERNON  H.  DEWEY 

FORMER  LOAN  OFFICER,  CITIZENS  BANK  &  TRUST  OF 

FLB7PEW1ST  OZARK  NATIONAL  BANK 

Mr.  Dewey.  No,  sir. 

SWORN  TESTEVIONY  OF  RON  A.  PROCTOR 

FORMER  VICE  PRESBDENT,  CITIZENS  BANK  &  TRUST  OF 

FLIPPIN/lst  OZARK  NATIONAL  BANK 

Mr.  Proctor.  No. 

The  Chairman.  Senator  Sarbanes. 

[No  response.] 

The  Chairman.  Senator  Bond. 

OPENMG  COMMENTS  OF  SENATOR  CHRISTOPHER  S.  BOND 

Senator  BOND.  Thank  you,  Mr.  Chairman. 

Let  me  deal  with  this  rather  briefly.  Yesterday  after  I  left,  some 
of  my  colleagues  on  the  other  side  of  the  aisle  decided  to  raise  ques- 
tions about  a  chart  which  my  staff  was  largely  responsible  for  con- 
ceiving and  putting  together. 

I  wanted  to  set  the  record  straight.  These  are  the  questions  that 
I  think  must  be  addressed  by  this  Committee. 

We  know  that  the  billing  records  of  Mrs.  Clinton's  time  on  Madi- 
son are  very  important  to  this  investigation.  The  fact  that  they  did 
not  show  up  after  having  been  under  subpoena  for  better  than  2 
years  until  they  were  discovered  by  Ms.  Huber  early  this  year,  has 
significantly  delayed  out  investigation  and  it  has  prevented  us  from 
getting  to  many  of  the  facts  that  might  explain  the  extraordinary 
efforts  taken  by  the  White  House  to  get  information  on,  interfere 
with,  and  impede  Federal  investigations. 

We  listed  the  major  questions  on  this  chart.  Here  you  see  where 
we  have  sworn  testimony  about,  for  example,  who  removed  the  rec- 
ords from  the  Rose  Law  Firm  in  1992.  We  have  drawn  a  line 
through  Mr.  Hubbell's  name  because,  in  sworn  testimony  before 
this  Committee,  he  stated  that  he  was  not  the  one  who  removed 
the  law  firms  records. 
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We  have  a  checkmark  because  it  has  been  confirmed,  in  sworn 
testimony,  that  Mr.  Hubbell  and  Mr.  Foster  did,  in  fact,  handle  the 
records  in  Little  Rock  during  the  1992  Presidential  Campaign. 

Yesterday,  Mr.  Chertoff  outlined  the  process  of  elimination — how 
we  came  to  these  people  about  whom  we  are  continuing  to  make 
inquiries  to  find  out  why  the  records  were  not  turned  over.  That 
to  me,  Mr.  Chairman,  is  essential,  not  only  in  resolving  the  major 
questions  this  Committee  was  expected  to  resolve,  but  also  in  re- 
solving the  question  of  whether  there  was  a  conscious  effort  by 
someone  in  possession  of  the  records  and  in  violation  of  the  sub- 
poena, to  withhold  those  records  from  the  Independent  Counsel, 
from  other  investigatory  agencies,  and  this  Committee. 

The  attack  on  this  chart  yesterday,  after  I  left  the  room,  was  on 
the  fact  that  we  titled  the  chart  "Mrs.  Clinton's  Billing  Records." 
Now,  I  would  have  hoped  that  we  could  devote  our  time  to  resolv- 
ing the  questions  listed  on  the  chart.  I  felt  this  was  an  important 
way  of  identifying  some  of  the  critical  questions  remaining  in  this 
investigation. 

Since  the  question  has  been  raised  why  the  term  "Mrs.  Clinton's 
Billing  Records"  rather  than  "Rose  Law  Firm's  Records"  were  used, 
let  me  be  very  clear.  These  billing  records  were  compiled  at  the 
Rose  Law  Firm  on  the  time  of  Mrs.  Clinton.  We  have  testimony 
that  Mrs.  Clinton  was  the  lead  billing  partner,  and,  as  pointed  out 
by  Mr.  Chertoff  yesterday,  spent  more  time  than  any  other  of  the 
lawyers  at  Rose  Law  Firm  on  the  Madison  Guaranty  question. 

The  fact  that  they  had  left  the  Rose  Law  Firm  was  evident.  They 
were  taken  control  of  by  people  associated  with  the  Clinton  Cam- 
paign and/or  the  close  associates  of  the  Clintons,  or  the  Clintons' 
themselves. 

We  are  not  interested  in  the  Rose  Law  Firm  files  in  general. 
What  we  sought  was  the  information  on  Mrs.  Clinton's  billing.  Mrs. 
Clinton's  records  were  in  there.  She  was  the  billing  partner.  They 
were  removed  from  the  law  firm  because  they  reflected  Mrs.  Clin- 
ton's activities.  The  Newsweek  story  that  circulated  last  week  re- 
portedly indicated  that  Mrs.  Clinton's  fingerprints  had  supposedly 
been  found  on  the  records.  The  line  was  used:  Well,  of  course  her 
fingerprints  were  found  on  the  records.  They  are  her  records.  That 
was  the  statement  that  was  used.  Who  is  the  "her"  they  are  talking 
about?  They  are  talking  about  Mrs.  Clinton. 

Frankly,  Mr.  Chairman,  we  have  a  lot  more  important  matters 
to  deal  with  than  the  title  of  this  chart.  I  stand  by  that  title.  They 
are  Mrs.  Clinton's  billing  records.  Later  on,  I  would  be  happy  to 
discuss  this,  at  length,  with  anybody  who  wants  to  argue  with  me. 

Mr.  Chairman,  I  would  submit  for  the  record  excerpts  from  the 
CNN  "Burden  of  Proof"  show  of  April  29th,  12:30  p.m.  Eastern 
Time,  which  shows  that  the  Minority  Counsel  has  used  the  term 
"they  were  her  records." 

We  have  important  questions  to  resolve.  I  hope  we  can  get  on 
with  these  questions.  If  anybody  wants  to  argue  about  the  chart 
with  me,  I  would  be  happy  to  do  so,  probably  outside  this  room,  so 
as  not  to  take  up  further  time  of  the  Committee.  But  I  did  want 
to  set  this  record  straight.  That  is  why  we  are  interested;  not  be- 
cause they  were  Rose  Law  Firm  records,  but  because  they  were 
Mrs.  Clinton's  records. 
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I  hope  now  we  can  get  on  with  resolving  the  questions. 
Thank  you,  Mr.  Chairman. 

OPENING  COMMENTS  OF  SENATOR  PAUL  S.  SARBANES 

Senator  Sarbanes.  Mr.  Chairman. 

The  Chairman.  Yes. 

Senator  Sarbanes.  While  I  appreciate  Senator  Bond's  suggestion 
that  we  take  this  up  later,  I  would  like  to  take  it  up  right  now 
since  he  has  brought  it  up. 

The  Chairman.  I  have  asked  to  stop  the  clock  at  this  point  so 
that  we  can  keep  some  semblance.  We  will  complete  our  half  hour 
and  we  will  start  it  if  you  want  to  respond.  But  we  will  put  the 
clock  on  and  it  will  be  charged  to  the  Democratic  time. 

Go  ahead,  Senator. 

Senator  Sarbanes.  You  mean  this  exchange  will  not  be  on  our 
time?  Then  when  we  go  to  the  panel  we  will  go  back  to  the  time? 

The  Chairman.  Well,  either  way.  It  will  not  be  out  of  the  time. 
This  way  you  can  have  an  opportunity 

Senator  Sarbanes.  Well,  Mr.  Chairman,  I  just  want  to  make  the 
point  that  the  title  of  this  thing  is  rather  important.  These  are  the 
Rose  Law  Firm  billing  records  with  respect  to  work  done  for  Madi- 
son Guaranty  Savings  &  Loan.  The  number  of  hours  worked  by 
other  lawyers  that  are  reflected  in  these  billings  far  exceed,  by 
more  than  a  factor  of  2  and  3  to  1,  the  work  done  by  Mrs.  Clinton. 
I  mean,  I  know  why  you  put  the  title  on  there,  but  it  is  not  accu- 
rate and  I  think  the  point  ought  to  be  made  very  strongly  that  it 
is  not  accurate. 

Also,  Mr.  Chairman — I  am  going  to  yield  here  in  a  moment — we 
had  the  discussion  yesterday  about  discovery  of  records.  I  put  an 
insert  in  the  record,  Docudrama,  about  the  lawyer  who  said  it  is 
not  unusual,  in  litigation,  to  discover  documents  later.  I  want  to 
put  in  today's  record  an  article  that  appeared  in  The  Washington 
Post  on  April  27,  1994.  'The  Judge  Closes  the  Case  of  Marriott's 
Missing  Box.  Firm  to  pay  some  legal  bills  for  bondholders  group  is 
faulted  for  delaying  information."  And  let  me  just  read  briefly  from 
this  story: 

The  Marriott  Corporation,  a  Federal  judge  has  ruled,  must  pay  some  of  the  legal 
bills  for  a  group  of  bondholders  that  is  suing  the  company.  The  reason,  according 
to  the  judge,  Marriott  shouldn't  have  waited  4  months  to  tell  the  bondholders  that 
a  box  filled  with  documents  crucial  to  the  bondholders  lawsuit  had  fallen  off  a  Mar- 
riott Courier  truck  and  was  missing.  The  saga  of  the  missing  box  dates  back  to  a 
rainy  night  in  January  1993,  when  attorneys  at  Marriott's  headquarters  in  Be- 
thesda  loaded  34  boxes  of  documents  onto  a  Toyota  pickup  truck.  Somewhere,  some- 
thing went  wrong.  One  box,  according  to  Marriott,  never  made  it  to  Washington.  To 
this  day,  neither  the  box  nor  its  contents  has  ever  been  fully  accounted  for. 

I  am  not  going  to  quote  any  further,  but  this  clearly  makes  the 
point  that  this  problem  of  missing  documents  occurs  all  the  time 
in  legal  matters.  The  kind  of  innuendo  that  developed  at  the  table 
yesterday  by  Mr.  Chertoff,  seems  to  me,  unwarranted  and  uncalled 
for.  I  think  this  story  just  makes  that  point  in  a  stronger  way.  I 
could  go  on  at  length  about  this,  but  in  deference  to  the  sensibili- 
ties of  some  of  the  people  here,  I  do  not  choose  to  do  it  right  now. 

I  yield  to  Senator  Simon. 
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Senator  Bond.  Mr.  Chairman,  that  is  all  very  interesting.  I  think 
we  ought  to  get  on  with  the  question  of  how  the  records  got  there. 
They  obviously  did  not  fall  off  of  a  Marriott  truck. 

[Laughter.] 

I  am  sure  that  those  things  can  happen,  but  the  real  question  is: 
How  did  those  records  stay  away  from  our  view  for  critical  periods 
of  the  investigation  and  then  show  up  in  the  White  House  Book 
Room  in  the  very  private  third  floor  quarters?  So,  Mr.  Chairman, 
I  agree  that  we  ought  to  get  on  with  the  hearing. 

The  Chairman.  Senator  Simon,  do  you  have  a  comment  or  an  ob- 
servation? 

OPENING  COMMENTS  OF  SENATOR  PAUL  SIMON 

Senator  Simon.  I  just  have  a  brief  comment  and  then  I  am  going 
to  ask  one  question  of  all  of  the  witnesses. 

Senator  Sarbanes  used  the  word  "innuendo."  That  is  what  is 
going  around  here  all  over  the  place.  I  really  think  we  abuse  the 
process.  I  understand — you  know,  Webb  Hubbell  says  he  did  not 
have  anything  to  do  with  it.  Cross  his  name  off.  No  interrogatories 
to  Mrs.  Clinton.  We  keep  her  name  up  there.  It  makes  it  look  like 
we  are  really  doing  something.  I  am  not  saying  that  Democrats, 
from  time  to  time,  have  not  abused  privileges  in  this  body.  But,  I 
really  think  self-restraint  is  essential  for  a  free  system  to  work. 
The  innuendo  that  is  going  around  in  these  hearings  day  after  day, 
and  I  am  not  picking  on  my  friend  from  Missouri  here,  I  think  is 
not  a  healthy  thing  for  the  political  process. 

Let  me  just  ask  one  question  of  each  of  the  witnesses.  Did  Bill 
Clinton,  as  Governor,  ask  you  to  do  anything  unethical  or  illegal? 

Mr.  Proctor,  if  I  can  start  down  at  that  end. 

Mr.  Proctor.  Not  in  any  way. 

Mr.  Dewey.  No,  sir. 

Senator  Simon.  Mr.  Denton. 

Mr.  Denton.  Did  Bill  Clinton  personally  ask  me?  Is  that  the 
question,  sir? 

Senator  SlMON.  That  is  what  I  am  asking  you. 

Mr.  Denton.  For  clarity,  directly? 

Senator  SlMON.  Pardon? 

Mr.  Denton.  For  clarity,  directly  did  Bill  Clinton  ask  me  to  do 
anything  improper? 

Senator  SlMON.  All  right. 

Mr.  Denton.  No. 

Senator  SlMON.  But  you  are  suggesting  indirectly  that  you  think 
things  may  have  been  improperly  done? 

Mr.  Denton.  I  would  suggest  that,  perhaps. 

Senator  SlMON.  Mr.  Ritter. 

Mr.  Ritter.  No,  sir. 

Senator  SlMON.  Mr.  Patterson. 

Mr.  Patterson.  No,  sir. 

Senator  Simon.  Mr.  Burge. 

Mr.  Burge.  No,  sir. 

Senator  SlMON.  All  right.  I  thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 
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Today,  we  are  going  to  explore  with  this  panel  the  handling  of 
a  couple  of  loans  that  were  related  to  an  investment  known  as 
Whitewater  Development  Company. 

Before  we  proceed,  I  want  to  bring  to  the  attention  of  the  Chair- 
man and  the  panel  one  ground  rule  I  think  we  all  agreed  upon, 
with  respect  to  the  questioning  of  Mr.  Denton.  We  received  a  letter 
from  the  Independent  Counsel  requesting  that  we  not  question  Mr. 
Denton  about  the  banking  practices  of  Madison  Guaranty  Savings 
&  Loan  because  of  the  fact  that  there  is  a  trial  ongoing;  and  that 
he  had  been  instructed  not  to  answer  questions  about  that  matter. 
So  I  think  both  sides  have  agreed  to  honor  that,  and  our  focus  with 
Mr.  Denton  today  will  be  with  respect  to  the  Whitewater  Develop- 
ment loan  that  occurred  with  Union  Bank  before  1984. 

Mr.  Ben-Veniste.  There  were  two  letters,  and  perhaps  we  should 
make  them  a  part  of  the  record. 

Mr.  Chertoff.  I  think  that  probably  makes  sense. 

Mr.  Burge,  let  me  start  with  you.  You  were  affiliated  with  Citi- 
zens Bank  &  Trust  of  Flippin,  Arkansas,  in  1978? 

Mr.  Burge.  Yes,  sir,  I  was. 

Mr.  Chertoff.  What  was  your  position? 

Mr.  Burge.  I  was  Senior  Vice  President. 

Mr.  Chertoff.  How  large  was  the  bank? 

Mr.  Burge.  The  bank  was  about  $15  million. 

Mr.  Chertoff.  $15  million? 

Mr.  Burge.  Yes,  sir. 

Mr.  Chertoff.  Mr.  Burge,  I  will  ask  you  just  to  pull  the  mike 
a  little  closer  so  we  can  hear  you.  Now  in  1978,  the  record  reflects 
there  was  a  loan  in  the  amount  of  $182,000  that  went  to  fund  or 
finance  a  purchase  of  property  called  "Whitewater."  I  guess  it  was 
part  of  the  Whitewater  Development  Corporation.  Are  you  familiar 
with  that  loan? 

Mr.  Burge.  Yes,  sir. 

Mr.  Chertoff.  And  would  you  describe  that  as  one  of  the  largest 
loans  by  your  bank  at  that  time? 

Mr.  Burge.  One  of  the  larger  loans. 

Mr.  Chertoff.  How  did  that  loan  come  to  be  made? 

Mr.  Burge.  The  One-on-One  River  Development  Corporation, 
which  was  a  corporation  made  up  of  local  individuals,  purchased 
approximately  3,000  acres  on  the  White  River.  As  a  part  of  the  ac- 
quisition of  that  land,  they  sold  certain  parcels  to  a  group  of  indi- 
viduals— the  number  escapes  me  how  many — but  one  of  the  indi- 
vidual groups  that  acquired  the  property,  was  Mr.  McDougal  and 
Mr.  Clinton. 

Mr.  Chertoff.  Now  actually  there  were  four  people  who  were  in- 
volved in  that  acquisition,  who  got  the  loan;  right?  They  are  Mr. 
and  Mrs.  McDougal  and  Mr.  and  Mrs.  Clinton? 

Mr.  Burge.  That  is  correct. 

Mr.  Chertoff.  Do  you  remember  what  Mr.  Clinton's  position  in 
State  government  was  at  that  time? 

Mr.  Burge.  He  was  the  Attorney  General  and  he  was  the  Demo- 
cratic Nominee  for  Governor  of  the  State  of  Arkansas. 

Mr.  Chertoff.  Who  brought  that  loan  to  the  bank? 

Mr.  Burge.  A  realtor. 

Mr.  Chertoff.  Who  was  that? 
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Mr.  BURGE.  Mr.  Chris  Wade. 

Mr.  Chertoff.  Did  Chris  Wade  have  a  position  with  the  bank? 

Mr.  Burge.  He  was  on  our  Board  of  Directors. 

Mr.  Chertoff.  So  Chris  Wade  was  a  member  of  the  Board  of  Di- 
rectors, he  was  the  one  who  went  to  the  bank  and  brought  the  loan 
and  requested  the  loan  on  behalf  of  the  McDougals  and  Clintons? 

Mr.  Burge.  That  is  my  recollection. 

Mr.  Chertoff.  Was  Mr.  Wade  also  one  of  the  participants  in  the 
underlying  real  estate  transaction  that  you  just  described  that  re- 
sulted in  the  sale  of  part  of  the  property  to  the  McDougals  and  the 
Clintons? 

Mr.  Burge.  Yes,  sir. 

Mr.  Chertoff.  For  the  record,  do  you  know  if  that  is  the  same 
Chris  Wade  who  has  recently  pled  guilty  as  part  of  the  Independ- 
ent Counsel's  investigation  into  various  activities  in  Arkansas? 

Mr.  Burge.  Yes,  sir. 

Mr.  Chertoff.  Now,  Mr.  Burge,  was  there  a  downpayment  for 
this  loan  of  $182,000? 

Mr.  Burge.  Yes,  sir. 

Mr.  Chertoff.  How  much  was  that? 

Mr.  Burge.  Ten  percent  of  the  acquisition  price. 

Mr.  Chertoff.  And  that  would  be  about  $20,000? 

Mr.  Burge.  Correct. 

Mr.  Chertoff.  Was  that  the  standard  practice  for  this  kind  of 
a  loan  you  give  to  somebody  to  buy  property  to  develop  and  to  sell 
to  require  some  kind  of  a  downpayment? 

Mr.  Burge.  Yes,  sir,  it  was. 

Mr.  Chertoff.  And  just  so  we  are  clear,  this  property  that  the 
McDougals  and  the  Clintons  were  financing  through  your  bank, 
they  were  not  buying  it  for  their  own  house,  or  houses,  it  was  raw 
land  that  they  were  going  to  subdivide  and  try  to  sell? 

Mr.  Burge.  That's  correct. 

Mr.  Chertoff.  It  was  kind  of  a  speculative  real  estate  venture? 
They  were  essentially  hoping  to  make  money  on  the  sale  of  the 
property;  is  that  right? 

Mr.  Burge.  That  is  correct. 

Mr.  Chertoff.  And  their  ability  to  finance  it,  or  to  pay  back  that 
debt  depended  significantly  upon  how  well  that  project  was  oper- 
ated; is  that  right? 

Mr.  Burge.  That  is  correct. 

Mr.  Chertoff.  Now  did  you  know  that  the  downpayment,  the 
$20,000  downpayment,  was  borrowed  from  another  bank  at  the 
time  you  made  the  $182,000  loan? 

Mr.  Burge.  No,  sir. 

Mr.  Chertoff.  That  was  not  disclosed  to  you  at  all? 

Mr.  Burge.  I  didn't  know  about  it. 

Mr.  Chertoff.  Would  that  have  made  a  difference  to  you? 

Mr.  Burge.  All  factors  being  considered,  it  may  have  had  an  im- 
pact on  our  decision. 

Mr.  Chertoff.  So,  had  you  known  the  fact  that  the  downpay- 
ment you  received,  the  10  percent,  was  itself  a  loan  from  another 
bank,  that  would  have  had  some  impact  on  your  thinking? 

Mr.  Burge.  It  may  have. 
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Mr.  Chertoff.  Certainly  it  is  something  you  would  have  wanted 
to  be  told? 

Mr.  Burge.  I'm  sure. 

Mr.  Chertoff.  Mr.  Burge,  am  I  right  that  the  $182,000  loan  was 
actually  too  big  a  loan  for  a  single  project  for  your  bank  to  make? 

Mr.  Burge.  Yes,  sir;  that's  correct. 

Mr.  Chertoff.  Explain  why  that  is. 

Mr.  Burge.  At  that  time  in  Arkansas,  most  State  banks  were 
under  a  legal  loan  limit  of  capitalization  at  20  percent  of  total  cap- 
ital. Again,  the  amount  of  capital  in  the  bank  escapes  me  at  the 
present  time,  but  our  legal  loan  limit  was  probably  about  $150,000 
to  $160,000. 

Mr.  Chertoff.  So  you  were  not  really  in  a  position  as  a  bank 
to  make  the  entire  value  of  the  loan  within  your  own  bank? 

Mr.  Burge.  That's  right. 

Mr.  Chertoff.  $182,000  was  more  than  you  were  allowed  to 
make? 

Mr.  Burge.  That's  correct. 

Mr.  Chertoff.  How  did  you  deal  with  that? 

Mr.  Burge.  We  participated  in  a  portion  of  the  loan. 

Mr.  Chertoff.  Is  that  the  same  thing  as  saying  you  basically 
split  the  loan  and  another  bank  took  up  half  the  loan? 

Mr.  Burge.  Yes,  sir. 

Mr.  Chertoff.  What  bank  took  up  the  other  half  of  the  loan? 

Mr.  Burge.  Union  National  Bank  of  Little  Rock. 

Mr.  Chertoff.  How  did  that  bank  come  to  be  the  one  that  was 
invited  in  to  take  half  the  loan? 

Mr.  Burge.  They  were  our  major  correspondent. 

Mr.  Chertoff.  That  means  a  bank  in  Little  Rock  with  whom  you 
had  a  relationship;  right? 

Mr.  Burge.  That  is  correct. 

Mr.  Chertoff.  Mr.  Denton,  you  were  at  the  Union  National 
Bank  of  Little  Rock  in  1978? 

Mr.  Denton.  Yes. 

Mr.  Chertoff.  What  was  your  position  at  that  point? 

Mr.  Denton.  Senior  Vice  President  and  Chief  Lending  Officer. 

Mr.  Chertoff.  Do  you  remember  a  time  that  you  learned  about 
a  loan  that  was  going  to  be  made  for  a  real  estate  venture  to  be 
handled  by  the  McDougals  and  the  Clintons? 

Mr.  Denton.  Yes. 

Mr.  Chertoff.  How  did  you  first  learn  about  that  loan? 

Mr.  Denton.  I  was  approached  by  one  of  two  individuals  that 
were  an  emissary  for  the  owner  of  the  Bank,  Herbert  McAdams.  I 
was  informed  that  the  two  parties  and  their  wives  were  purchasing 
real  estate;  that  Union  Bank  was  being  asked  to  make  a  $20,000 
unsecured  loan  for  the  equity  in  that  purchase.  At  the  time,  I  un- 
derstood that  the  balance  of  the  purchase  price  would  be  carried  by 
the  seller.  I  was  not  aware  another  bank  was  involved  in  the  trans- 
action. 

Mr.  Chertoff.  You  were  approached  about  the  $20,000  portion  I 
of  the  loan?  Is  that  right? 

Mr.  Denton.  Yes. 
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Mr.  Chertoff.  You  said  there  were  two  people,  one  of  two  people 
approached  you  on  behalf  of  the  owner.  Who  were  the  people  you 
were  referring  to? 

Mr.  Denton.  It  was  either  Gene  Smith  or  Paul  Berry. 

Mr.  Chertoff.  What  was  their  fiinction  or  their  position  at  the 
bank? 

Mr.  Denton.  They  were  both  public  relations  officers  that  func- 
tioned as  lobbyists,  paid  lobbyists  on  staff  at  the  bank. 

Mr.  Chertoff.  You  mentioned  an  individual  by  the  name  of  Paul 
Berry,  whose  name  actually  came  up  earlier  in  the  year  in  connec- 
tion with  a  discussion  at  the  White  House — I  think  it  was  in  Janu- 
ary 1994 — about  Beverly  Bassett  Schaffer.  There  was  a  list  of  peo- 
ple who  might  be  sent  down  to  Arkansas.  Can  you  just  tell  us  a 
little  bit  about  Mr.  Berry?  You  said  he  was  a  lobbyist  for  the  bank? 

Mr.  Denton.  Yes.  The  reason  I  am  uncertain  as  to  which  of 
those  parties  approached  me  is  because  Mr.  Berry  was  employed  at 
just  about  that  time  in  1978  by  the  bank  to  actually  take  over  and 
learn  the  ropes  from  Gene  Smith.  Incidentally,  Mr.  Smith  died 
shortly  after  that  period  of  time.  Paul  Berry  had  previously  been 
employed  as  a  lobbyist  for,  I  believe,  the  American  Medical  Associa- 
tion, had  worked  some  for  the  Tyson  Foods  operation  in  Northwest 
Arkansas,  and  as  I  recall  was  a  former  roommate  of  Bill  Clinton's. 

Mr.  Chertoff.  Were  you  told  by  this  emissary  from  the  owner 
of  the  bank  why  the  owner  of  the  bank  wanted  you  to  grant  this 
loan  to  the  McDougals  and  the  Clintons? 

Mr.  Denton.  I  was  informed  that  the  basis  of  the  loan  was  Bill 
Clinton,  who  was  described  at  that  point  as  an  up  and  coming  po- 
litical star,  a  rising  star  in  the  State  of  Arkansas. 

Mr.  Chertoff.  You  were  told  that  the  owner  of  the  bank  wanted 
you  to  make  the  loan  because  it  was  to  a  group  that  included  Mr. 
Clinton,  and  Mr.  Clinton  was  viewed  as  having  good  political  pros- 
pects. Is  that  right? 

Mr.  Denton.  That  is  accurate,  yes. 

Mr.  Chertoff.  Had  you  not  gotten  that  instruction,  would  you, 
in  your  capacity  as  a  bank  officer,  have  approved  an  unsecured 
loan  to  Mr.  McDougal  and  to  Mr.  Clinton  and  their  wives? 

Mr.  Denton.  No. 

Mr.  Chertoff.  Why  not? 

Mr.  Denton.  I  had  previous  banking  experience  with  Mr.  Jim 
McDougal,  all  of  which  had  been  very  satisfactory,  but  all  had  in- 
volved the  personal  involvement  of  former  Senator  Fulbright.  Sen- 
ator Fulbright  had  guaranteed  all  the  previous  loans  to  Mr. 
McDougal.  McDougal  had  a  reasonably  modest  net  worth  and  was 
not  entitled  to  a  $20,000  unsecured  credit,  in  my  opinion. 

Mr.  Chertoff.  You  also  indicated,  Mr.  Denton,  you  did  not  real- 
ize at  the  time  you  were  involved  in  a  $20,000  loan;  that  there  was 
going  to  be  other  loans  and  participation  from  other  banks  on  por- 
tions of  this  loan.  Is  that  correct? 

Mr.  Denton.  I  was  not  aware  of  that.  I  had  understood  that  the 
other  loan  would  be  carried  by  the  seller  of  the  property. 

Mr.  Chertoff.  Did  you  receive  financial  statements  in  connec- 
tion with  this  $20,000  loan? 

Mr.  Denton.  I  don't  recall  if  I  received  one  specifically  on  that 
loan.  I  had  in  the  bank's  possession  current  financial  statements 
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from  Mr.  McDougal  on  existing  loans.  I  did  not  receive  a  personal 
financial  statement  from  Bill  Clinton. 

Mr.  Chertoff.  At  some  point,  did  some  of  the  Bank  Examiners, 
or  regulators  criticize  the  documentation  underlying  this  particular 
loan  to  the  McDougals  and  the  Clintons? 

Mr.  Denton.  As  I  recall,  within  a  year,  perhaps  a  2-year  period, 
that  loan  was  listed  among  other  loans  as  being  one  poorly  docu- 
mented for  having  the  absence  of  financial  statements. 

Mr.  Chertoff.  Mr.  Dentpn,  in  this  period  of  time  generally, 
what  was  the  philosophy  of  the  bank  and  Mr.  McAdams,  the  owner 
of  the  bank,  concerning  loaps  to  political  figures.  Did  he  have  a 
philosophy  or  a  policy,  or  was  there  a  philosophy  or  a  policy  at  the 
bank  about  how  to  treat  applications  for  loans  from  people  who 
were  politically  powerful? 

Mr.  Denton.  I  don't  know  if  there  was  a  stated  policy  regarding 
political  loans.  I  would  say  that  there  was  certainly  not  a  formal, 
written  policy  in  that  regard. 

Mr.  Chertoff.  Was  there  a  practice? 

Mr.  Denton.  The  practice  was  fairly  well  described.  McAdams 
was  actively  involved  in  politics  and  had  been  for  a  number  of 
years,  and  had  a  number  of  contacts  in  the  political  arena,  and  fre- 
quently extended  credit  to  political  entities. 

Mr.  Chertoff.  Mr.  Burge,  I  want  to  come  back  to  you.  At  some 
point  in  1978  the  loan  is  out;  the  property  is  acquired.  Your  bank, 
the  Citizens  Bank,  has  about  half  of  the  loan,  about  $90,000,  and 
the  other  part  of  it  is  over  at  Union  National  Bank.  Is  that  right? 

Mr.  Burge.  That's  correct. 

Mr.  Chertoff.  Did  there  come  a  point  that  you  became  con- 
cerned about  the  problem  with  the  sale  of  the  property  that  was 
supposed  to  be  providing  the  income  to  pay  back  the  loan? 

Mr.  Burge.  Yes,  I  did. 

Mr.  Chertoff.  What  was  your  concern? 

Mr.  Burge.  Well,  there  had  been  a  period  of  time  there  had  not 
been  any  sales  at  all  on  the  property. 

Mr.  Chertoff.  Did  you  take  some  steps  to  approach  both  the 
McDougals  and  the  Clintons  about  requiring  them  to  start  paying 
off  the  principal  of  the  loan  because  you  were  concerned  that  none 
of  the  principal  was  being  paid? 

Mr.  Burge.  That's  correct. 

Mr.  Chertoff.  Tell  us  about  that. 

Mr.  Burge.  I  had  a  conversation  I  believe  with  Mr.  McDougal 
and  established  a  10  percent  principal  reduction  stipulation  at  the 
end  of  the  current  extension  period  before  the  bank  would  renew 
the  loan  again.  It  would  basically  work  out  to  a  10-year  amortiza- 
tion of  the  loan. 

Mr.  Chertoff.  Did  he  make  principal  payments  after  that? 

Mr.  Burge.  To  my  knowledge,  I  think  they  did. 

Mr.  Chertoff.  Do  you  know  what  the  source  of  those  payments 
was?  Where  he  got  the  money? 

Mr.  Burge.  No,  sir,  I  do  not. 

Mr.  Chertoff.  Do  you  know  whether  the  land  was  starting  to 
sell  at  any  kind  of  a  brisk  pace? 

Mr.  Burge.  No,  sir. 
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Mr.  Chertoff.  When  did  you  leave,  Mr.  Burge?  When  did  you 
leave  the  Citizens  Bank? 

Mr.  BURGE.  September  1980. 

Mr.  Chertoff.  September  of? 

Mr.  BURGE.  1980. 

Mr.  Chertoff.  Mr.  Ritter,  you  also  had  a  relationship  with  the 
Citizens  Bank  at  some  point?  Right? 

Mr.  Ritter.  I  did. 

Mr.  Chertoff.  When  did  you  join  that  bank? 

Mr.  Ritter.  I  thought  it  was  September  1979,  so  maybe  I'm 

Mr.  Burge.  It  was  1980. 

Mr.  Chertoff.  Did  you  overlap  with  Mr.  Burge  to  some  degree? 

Mr.  Burge.  No.  I  left  in  September  1980.  Mr.  Ritter  came  on, 
and  I  stayed  about  2  or  3  weeks  for  a  transition  period  with  him. 

Mr.  Chertoff.  Mr.  Ritter,  so  the  torch  was  passed  to  you.  What 
was  your  position  at  Citizens  Bank  after  Mr.  Burge  left? 

Mr.  Ritter.  CEO  and  President. 

Mr.  Chertoff.  That's  Chief  Executive  Officer? 

Mr.  Ritter.  That's  correct. 

Mr.  Chertoff.  When  you  came  to  the  bank,  did  you  become  fa- 
miliar with  this  loan,  which  we  will  call  for  short-hand  purposes, 
this  "Whitewater  loan"? 

Mr.  Ritter.  Yes,  sir. 

Mr.  Chertoff.  And  what  was  the  condition  of  the  loan  when  you 
came? 

Mr.  Ritter.  To  the  best  of  my  recollection,  that  it  had  been  ex- 
tended; but  I  thought  that  there  were  some  documents  still  needed 
to  be  finished  up  on  the  extension  at  that  time. 

Mr.  Chertoff.  Would  you  agree  with  me  that  there  was  a  prob- 
lem with  the  documentation,  and  that  this  was  a  loan  that  you  felt 
was  among  those  that  needed  some  attention? 

Mr.  Ritter.  In  general,  yes. 

Mr.  Chertoff.  Was  there  also  a  problem  with  the  fact  that  there 
was  no  evidence  that  income  from  the  sales  of  the  lots  was  being 
used  to  reduce  or  pay  off  the  loan? 

Mr.  Ritter.  Not  at  that  time,  I  didn't  notice  that.  Later  on,  I 
think. 

Mr.  Chertoff.  Tell  us  what  you  noticed  about  that  later  on. 

Mr.  Ritter.  Well,  since  I'm  off  on  the  first  date,  I  am  not  sure 
exactly  when  it  was,  but  it  must  have  been  around  1982  that  some- 
where along  the  line  I  discovered  that  there  were  some  differences 
that  had  occurred  to  the  loan — to  the  ownership  of  the  property. 
And  the  other  is  that  there  were  some  land  sales,  or  I  thought 
there  were  at  that  time.  I  know  there  were  some  other  land  sales 
on  property  close  by  that  seemed  to  catch  my  attention  that  some 
property  was  being  sold,  and  possibly  there  were  some  contracts 
that  were  in  force  at  that  time. 

Mr.  Chertoff.  Can  you  explain  a  little  bit  more  clearly  why  that 
would  have  caught  your  attention.  Was  there  a  concern  that  prop- 
erty was  being  sold  but  the  proceeds  were  not  being  used  to  pay 
off  the  bank? 

Mr.  Ritter.  That  is  correct. 

Mr.  Chertoff.  Am  I  right  in  my  understanding,  that  the  original 
principal  behind  this  loan  was  secured  by  a  piece  of  property;  you 
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expect  that  the  McDougals  and  the  Clintons  are  going  to  develop 
the  property  and  sell  it;  and  you  anticipate  that  the  income  from 
the  sales  is  going  to  be  used  to  pay  back  the  bank;  right? 

Mr.  Ritter.  That  is  correct. 

Mr.  Chertoff.  That  is  kind  of  the  basic  principal  of  financing 
development;  right? 

Mr.  Ritter.  That  is  correct. 

Mr.  Chertoff.  I  guess  you  became  concerned  about  two  things 
at  some  point?  Number  1  was  lack  of  documentation?  Right? 

Mr.  Ritter.  Yes,  sir. 

Mr.  Chertoff.  Number  2  was  a  concern  that  perhaps  there  was 
property  being  sold  but  the  money  was  not  actually  getting  to  you? 

Mr.  Ritter.  That  is  correct. 

Mr.  Chertoff.  Let  me  ask  you  and  I  know  it  is  a  tough  question, 
but  in  terms  of  dealing  with  this  loan,  at  this  point  were  you 
aware,  or  was  there  a  point  where  you  became  aware  that  Mr. 
Clinton  was  the  Governor? 

Mr.  Ritter.  Yes,  sir. 

Mr.  Chertoff.  Did  that  affect  your  dealing  with  this  loan? 

Mr.  Ritter.  I  don't  believe — well,  it  did  in  a  way.  Probably  the 
way  that  it  would  any  other  really  good  customer  of  the  bank.  I 
considered  it,  yes. 

Mr.  Chertoff.  Would  you  agree  with  me,  it  kind  of  made  you 
walk  softly,  or  maybe  be  a  little  bit  more  sensitive  on  how  you 
dealt  with  this  loan? 

Mr.  Ritter.  Very  much  so. 

Mr.  Chertoff.  Were  the  loan  payments  frequently  past  due? 

Mr.  Ritter.  There  was  a  lot  of  work  to  be  done  on  it.  I  don't  re- 
call exactly  when  it  was  past  due,  but  it  seems  to  me  that  when 
it  was  due  for  renewal  that  the  renewals  were  not  made  at  the 
time  that  they  should  have  been,  either  due  to  a  lack  of  documenta- 
tion or  a  lack  of  proper  monies  being  paid  for  interest. 

Mr.  Chertoff.  In  connection  with  these  renewals,  I  guess  that 
would  be  at  the  end  of  every  year  or  so  there  would  be  a  require- 
ment to  renew  the  loan.  You  have  indicated  that  there  were  some 
difficulties  with  that.  Did  you  ever  have  a  direct  contact  with  either 
of  the  Clintons  in  connection  with  this  loan? 

Mr.  Ritter.  Yes,  sir. 

Mr.  Chertoff.  With  whom? 

Mr.  Ritter.  Both  Mr.  Clinton  and  Mrs.  Clinton,  at  one  time  or 
another. 

Mr.  Chertoff.  Would  you  tell  us  about  those? 

Mr.  Ritter.  The  first  that  I  recall  would  have  been  a  contact 
with  Mrs.  Clinton  and  Mrs.  McDougal  early  on  in  my  career  at 
Citizens  Bank.  I  don't  remember  whether  James  McDougal  was 
with  them  or  not  at  that  time,  but  I  do  remember  the  two  ladies 
coming  in,  and  I  do  remember  the  preparation  to  make  sure  that 
we  looked  pretty  attractive  as  a  bank  to  both  of  them.  It  was  an 
event  that  would  have  been  hard  not  to  remember. 

Mr.  Chertoff.  Tell  us  what  happened?  Did  they  both  come  in 
together? 

Mr.  Ritter.  Yes,  sir.  However,  I  can  honestly  tell  you  that  I  don't 
remember  exactly  at  that  period  of  time — it  has  been  quite  awhile 
back — whether  it  was  to  renew  a  note,  or — but  I  am  sure  it  was — 
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and  I  believe  it  would  have  been  somewhere  about  1981  or  some- 
where in  there.  I  remember  where  I  was  sitting  in  the  middle  office 
of  the  bank  at  that  time.  I  remember  the  two  ladies  being  attrac- 
tively dressed,  and  Mrs.  McDougal  was  hard  to  miss  in  those  days, 
too.  Other  than  that,  I  remember  renewing  the  note  and  getting 
the  signatures  and  a  lot  of  cordialities,  and  good-bye. 

Mr.  Chertoff.  Did  they 

Senator  Sarbanes.  Mr.  Ritter,  excuse  me.  I  didn't  catch  that.  Did 
you  say  this  was  in  1981? 

Mr.  Ritter.  I  don't  remember  exactly,  Senator. 

Senator  Sarbanes.  About  15  years  ago? 

Mr.  Ritter.  Around  there. 

Senator  Sarbanes.  OK. 

Mr.  Chertoff.  Now,  Mr.  Ritter,  you  said  there  was  a  second 
time  or  a  second  occasion  when  you  saw  Mrs.  McDougal  and  Mrs. 
Clinton  together? 

Mr.  Ritter.  Well,  I  thought  I  had,  but  that's  a  possible  mistake. 
I  don't  know. 

Mr.  Chertoff.  On  the  occasion  you  do  remember  seeing  them  to- 
gether, did  you  have  a  discussion  with  them  about  the  actual  terms 
and  conditions  of  the  loan? 

Mr.  Ritter.  Yes.  At  one  time  we  discussed — and  the  one  time  I 
do  remember  is  the  time  where  usury  had  been  changed.  In  Arkan- 
sas there  was  a  relief  from  the  original  usury  statutes  which  made 
us  charge  10  percent  at  that  time.  I  remember  renewing  the  note 
at  that  time,  or  extending  the  note,  or  modifying  it,  whatever  you 
prefer,  and  the  rate  of  interest  would  have  been  higher — and  I 
would  have  to  see  the  records,  but  I  have  not  referred  to  them — 
the  rate  of  interest  would  have  been  significantly  higher,  going 
from  say  a  10  percent  loan  to  a  17  or  18  percent  loan. 

I  remember  the  discussion  about  it.  There  was  a  little  bit  of 
humor  that  went  with  it.  After  all  the  work  that  was  done  on 
changing  the  usury  statute,  we  have  to  pay  this  higher  rate  of  in- 
terest? But  I  assumed  at  that  time  it  was  more  of  an  in-jest  type 
of  thing. 

Mr.  Chertoff.  Who  said  that? 

Mr.  Ritter.  I  don't  remember  if  it  was  Mrs.  Clinton  or  Mrs. 
McDougal,  but  I  think  it  was  Mrs.  Clinton. 

Mr.  Chertoff.  So  it  is  clear  to  you,  at  least  in  your  discussions 
with  Mrs.  Clinton,  you  had  discussions  about  the  amount  of  inter- 
est; she  was  aware  of  the  terms  of  the  loan;  she  was  aware  of  the 
interest  rate;  and  you  had  a  conversation  with  her  about  it? 

Mr.  Ritter.  I  presume  she  was  aware  of  all  that.  I  believe  that 
she  signed  the  document  in  my  office,  along  with  Mrs.  McDougal. 

Mr.  Chertoff.  Mrs.  Clinton  appeared  generally  knowledgeable 
to  you  about  financial  matters? 

Mr.  Ritter.  There  was  nothing  that  indicated  differently. 

Mr.  Chertoff.  I  am  going  to  refresh  your  memory  from  your 
deposition  at  page  52: 

Question:  Did  both  ladies  appear  to  be  knowledgeable  about  the  loan,  about  the 
real  estate  deal? 

Answer:  They  seemed  to  be,  and  they  seemed  to  be  knowledgeable  about  the  inter- 
est rate  and  everything  else. 

Mr.  Ritter.  That  is  true. 


2830 

Mr.  Chertoff.  Did  you  also  have  telephone  contact  with  Mrs. 
Clinton  about  the  loan? 

Mr.  RlTTER.  Yes,  sir. 

Mr.  Chertoff.  On  how  many  occasions? 

Mr.  RlTTER.  I  don't  remember  how  many,  but  at  least  once.  And 
through  her  staff  occasionally  there  was  documents  that  were  need- 
ed, so  the  follow-up  would  have  been  through  there. 

Mr.  Chertoff.  Would  you  agree  with  me  that  you  thought  Mrs. 
Clinton  and  Mrs.  McDougal  were  both  pretty  sharp?  They  were 
fairly  knowledgeable  about  real  estate  and  the  transactions? 

Mr.  RlTTER.  I  had  that  impression;  yes,  sir. 

Mr.  Chertoff.  Now  still  focusing  on  this  loan,  what  is  the  con- 
cept of  loan-to-value? 

Mr.  RlTTER.  Well,  my  opinion,  of  course,  is  probably  different 
than  my  predecessors  simply  because  I  viewed  it  as  speculative 
land  for  one  thing,  and  probably  would  have  expected  more  of  a 
downpayment  than  that,  but  be  that  as  it  may  we  had  it  and  now 
it  was  time  to  move  on  with  it. 

Mr.  Chertoff.  What  you  have  alluded  to  is  your  assessment  of 
this  loan  when  you  came  in;  that  the  value  of  the  collateral  was 
not  really  sufficient  for  the  amount  of  money  because  it  was  based 
on  a  speculative — there  was  speculation  involved  in  the  underlying 
venture? 

Mr.  RlTTER.  As  best  I  can  remember  back — it  was  been  a  long 
time  ago — was  that  at  that  time,  in  my  opinion,  based  on  the  sales 
price  is  what  I  was  going  on,  it  had  nothing  to  do  with  a  pure  ap- 
praisal of  the  property  or  anything  else — it  was  just  10  percent 
down,  which  was  rather  low  for  speculation. 

Mr.  Chertoff.  You  would  have  wanted  a  bigger  downpayment? 

Mr.  RlTTER.  Normally,  yes. 

Mr.  Chertoff.  Did  you  know  that  the  downpayment  itself  had 
been  borrowed  from  another  bank? 

Mr.  RlTTER.  Not  that  I  remember. 

Mr.  Chertoff.  Am  I  correct  that  fact  would  have  increased  your 
discomfort  about  the  loan? 

Mr.  RlTTER.  Probably. 

Mr.  Chertoff.  Now,  Mr.  Denton,  let  me  get  back  to  you  and  the 
downpayment,  the  $20,000  unsecured  loan.  There  came  a  point  in 
1980,  that  you  became  disturbed  because  the  loan  became  due  and 
no  principal  had  been  paid.  Is  that  right? 

Mr.  Denton.  I  think  I  became  concerned  before  1980.  As  I  recall, 
it  would  have  been  the  first  annual  renewal  in  June  1979. 

Mr.  Chertoff.  Tell  us  about  that? 

Mr.  Denton.  The  original  note  was  a  1-year  maturity.  There  had 
been  non-reduction  at  that  maturity  date.  I  had  known  that  the 
loan  was  for  equity  in  a  real  estate  transaction.  It  became  evident 
that  the  project  was  not  generating  sufficient  cash  to  service  the 
first  mortgage  as  well  as  the  equity  loan.  I  then  began  to  press  Mr. 
McDougal  for  reductions  in  the  indebtedness.  I  was  told  that  funds 
were  not  available  for  that  reduction.  And  as  a  result  of  that,  in 
June  1979,  I  then  came  to  place  the  note  on  shorter  maturities,  as 
I  recall,  90  days,  perhaps  6  months  at  that  time. 

Mr.  Chertoff.  Then  what  happened? 
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Mr.  Denton.  Nothing  happened.  The  loan  was  renewed  a  couple 
more  times.  Each  time  I  began  to  increase  the  pressure  on  Mr. 
McDougal  for  reductions  and/or  a  committed  repayment  program, 
none  of  which  was  forthcoming. 

Mr.  Chertoff.  What  happened  in  the  end? 

Mr.  Denton.  As  I  recall,  the  last  renewal  was  approximately  De- 
cember 1979,  and  the  note  was  renewed  for  an  additional  6-month 
maturity.  In  the  interim,  Mr.  McDougal  had  become  involved  with 
another  investor  in  an  unrelated  project  in  Little  Rock,  the  acquisi- 
tion of  an  apartment  building  and  conversion  to  condominiums. 
The  project  was  behind  schedule  and  was  not  selling,  so  the  bank 
found  itself  with  two  loans  of  Mr.  McDougals'  involvement  that 
were  creating  problems.  I  increased  my  pressure  for  solutions  to 
those  loans  and  began  asking  Mr.  McDougal  to  make  other  ar- 
rangements for  liquidation  of  those  loans. 

Mr.  Chertoff.  Did  he  eventually  use  money  from  another  source 
to  pay  off  the  loan?  You  insisted  on  that? 

Mr.  Denton.  I  was  under  the  impression  that — let  me  backstep 
one  other  step.  Mr.  McDougal  had  become  interested  in  acquiring 
the  outstanding  stock  of  the  Bank  of  Kingston.  It  was  a  small  bank 
up  in  North  Central  Arkansas.  I,  through  the  bank,  had  no  interest 
in  providing  that  acquisition  loan  because  of  the  existing  two  loans, 
the  apartment  conversion  and  the  equity  loan  with  the  Clintons. 

So  I  indicated  to  Mr.  McDougal  that  before  the  bank,  the  Union 
National  Bank  would  entertain  the  new  loan  application,  that 
those  two  problems  had  to  be  solved.  And  as  a  result  of  that,  the 
$20,000  loan  was  repaid;  and  the  loan  to  McDougal  and  the  other 
investor  was  liquidated.  I  understand  it  was  moved  to  another  fi- 
nancial institution  thereby  solving  our  bank's  problems  with  those 
two  loans.  We  subsequently  did  provide  the  financing  for  the  Bank 
of  Kingston. 

Mr.  Chertoff.  I'm  sorry.  Finish. 

Mr.  Denton.  I  was  trying  to  go  back  to  where  I  had  sidestepped 
in  answering  your  original  question.  I  was  under  the  impression 
that  the  $20,000  loan  that  was  in  the  name  of  McDougal  and  Clin- 
ton had  been  liquidated  from  the  proceeds  of  a  loan  to  the  partner- 
ship that  was  doing  the  apartment  complex  development. 

Mr.  Chertoff.  Is  it  your  general  impression  Mr.  McDougal  was 
very  good  at  moving  money  around  and  using  loans  from  one  insti- 
tution to  pay  off  money  to  another  institution? 

Mr.  Denton.  I  would  restrain  from  describing  it  as  "good,"  but 
he  did  it  very  frequently;  yes.  He  was  a  user  of 

Mr.  Chertoff.  I  guess  we  should  use  "bad  at  it." 

[Laughter.] 

Let  me  ask  you  about  this  concept,  Mr.  Ritter,  because  we  see 
a  little  bit  of  this  already  of  going  to  different  institutions  and  kind 
of  taking  a  little  here,  and  a  little  there,  and  moving  it  around.  Did 
there  come  a  point  in  1982  that  in  order  to  pay  off  interest  charges 
on  the  Whitewater  loan  at  the  Citizens  Bank,  that  the  Whitewater 
group  took  out  a  second  loan  from  Citizens  in  order  to  pay  the  in- 
terest on  the  first  loan? 

Mr.  Ritter.  Without  referring  back  to  documents  or  notes,  I  be- 
lieve that  was  correct. 
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Mr.  Chertoff.  Now  tell  us  about  that  transaction  as  best  you 
can  recall? 

Mr.  RlTTER.  As  best  I  can  recall,  I  believe  either  Mr.  McDougal 
or  Mr.  Wade  had  called  and  requested  an  extension  of  an  addi- 
tional $20,000.  I  think  the  pressure  might  have  been  prior  to  that 
when  we  had  a  note  due  for  renewal  and  I  think  I  was  trying  to 
renew  the  note — and  I  am  recalling  back  a  long  way  at  this  time, 
Senator 

Mr.  Chertoff.  I  am  not  a  "Senator,"  but  go  ahead. 

Mr.  RlTTER.  Oh,  I  am  sorry.  The  amount  of  money  that  would 
have  been  due  at  that  time,  there  was  a  problem  and  I  do  not  re- 
member exactly  what  it  was,  but  there  was  some  reason  that  it 
could  not  be  met.  There  was  a  request  for  additional  money,  and 
I  was  not  sure  that  it  was  going  to  interest  at  that  time  that  I  re- 
call back,  if  I  had  those  notes  I  might  be  able  to  tell  you  a  little 
bit  better,  but  I  think  from  what  I  have  heard,  just  basically  that 
is  where  it  ended  up  going. 

Mr.  Chertoff.  Is  it  an  appropriate  way  to  deal  with  interest  on 
a  loan,  generally,  to  borrow  money  from  one  source,  whether  it  be 
at  the  same  bank  or  another  bank,  and  use  it  to  pay  off  interest 
due  on  another  note? 

Mr.  RlTTER.  Probably  not.  Except  I  could  go  a  little  bit  further 
on  that.  That  is,  there  were  certain  things  that  probably  occurred 
back  in  1980  that  would  not  occur  today.  The  banking  structure 
was  a  little  bit  differently  then  than  now.  I  think  at  that  time  the 
most  they  required  was  identification  of  that  particular  event,  rath- 
er than — it  was  just  a  red  flag. 

Mr.  Chertoff.  Our  time  is  up. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  am  going  to  yield  to  Mr.  Ben-Veniste,  but 
I  just  want  to  sort  of  jump  to  the  end,  if  I  could,  for  a  moment. 
Mr.  Ritter,  did  these  loans  get  all  repaid  in  the  end? 

Mr.  RlTTER.  I  have  no  knowledge  of  that. 

Senator  Sarbanes.  Does  anyone  at  the  table  have  knowledge  of 
that? 

Mr.  Proctor.  Yes.  They  have  all  been  repaid. 

Senator  Sarbanes.  They  were  all  repaid? 

Mr.  Ritter.  Yes. 

Senator  Sarbanes.  Was  all  the  interest  paid  on  them? 

Mr.  Ritter.  Yes.  Every  penny. 

Senator  Sarbanes.  Every  penny  was  paid? 

Senator  Sarbanes.  Then  there  was  a  loan  that  you  talked  about, 
Mr.  Denton.  Did  that  one  get  repaid? 

Mr.  Denton.  The  $20,000  loan? 

Senator  Sarbanes.  Right.  I  guess  that  is  it. 

Mr.  Denton.  I  referred  to  several  loans,  sir. 

Senator  Sarbanes.  I  guess  the  $20,000  loan.  Did  that  get  repaid? 

Mr.  Denton.  I  can  answer  the  question.  The  $20,000  loan  was 
repaid. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Good  morning,  panel. 

Mr.  Burge,  let  me  start  with  you  because,  chronologically  I  guess 
you  come  first.  The  loan  that  you  have  testified  about  was  made 
some  18  years  ago.  Is  that  correct? 
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Mr.  Burge.  That  is  correct,  1978. 

Mr.  Ben-Veniste.  At  the  time,  at  the  Bank  of  Flippin,  what  was 
the  interest  rate  being  charged  on  commercial  loans  of  a  similar 
nature? 

Mr.  Burge.  Ten  percent. 

Mr.  Ben-Veniste.  Was  the  loan  which  was  taken  out  with  re- 
spect to  the  Whitewater  property  made  at  market? 

Mr.  Burge.  Yes,  sir,  it  was. 

Mr.  Ben-Veniste.  In  that  respect,  Mr.  McDougal  and  Mr.  Clin- 
ton— who  was  not  at  that  point  Governor  Clinton — were  charged 
the  same  rate  as  other  commercial  borrowers? 

Mr.  Burge.  That  is  correct. 

Mr.  Ben-Veniste.  What  was  the  term  of  the  loan? 

Mr.  Burge.  Well  basically,  it  was  a  6-month  note  with  a  debend 
feature. 

Mr.  Ben-Veniste.  It  was  for  6  months.  Was  that  the  normal 
practice  at  the  time  with  respect  to  a  commercial  loan? 

Mr.  Burge.  At  our  bank  it  was. 

Mr.  Ben-Veniste.  Is  that  because,  under  the  laws  of  Arkansas, 
the  usury  laws  prevented  banks  from  making  higher-interest  loans 
that  would  encompass  a  greater  span  of  time?  Was  this  short-term 
6-month  commercial  loan  a  way  of  ensuring  that  if  interest  rates 
rose,  the  bank  would  be  protected  by  increasing  the  rate  of  interest 
charged  the  next  time  the  loan  would  be  renewed? 

Mr.  Burge.  Partly. 

Mr.  Ben-Veniste.  Was  that  the  normal  course  for  commercial 
lending  practices  at  that  time,  in  Arkansas,  and  at  your  bank,  for 
short-term  loans  to  be  made  and  then  renewed  on  a  more  or  less 
regular  basis? 

Mr.  Burge.  Yes,  sir,  they  were. 

Mr.  Ben-Veniste.  Your  bank  made  loans  to  others  who  were  in 
the  real  estate  development  business.  Is  that  correct? 

Mr.  Burge.  That's  correct,  sir. 

Mr.  Ben-Veniste.  So  in  that  respect,  this  loan  was  not  unusual? 

Mr.  Burge.  No,  sir,  it  was  not  unusual. 

Mr.  Ben-Veniste.  And  as  we  have  heard,  the  loan  was  eventu- 
ally paid  off;  correct? 

Mr.  Burge.  That's  the  way  I  understand  it. 

Mr.  Ben-Veniste.  Now  with  respect  to  you,  Mr.  Denton,  is  it  cor- 
rect, sir,  that  Mr.  McDougal  had  a  prior  history  of  borrowing  from 
the  bank  at  which  you  were  then  employed? 

Mr.  Denton.  Yes. 

Mr.  Ben-Veniste.  And,  Mr.  McDougal  had,  I  take  it,  up  to  that 
point  in  1978,  repaid  the  loans  which  were  made  to  him? 

Mr.  Denton.  Had  either  repaid,  was  in  the  process  of  repaying, 
or  prospects  were  adequate  that  the  absence  of  repayment  was  of 
no  concern. 

Mr.  Ben-Veniste.  It  was  your  bank  that  participated  with  Mr. 
Burge's  bank  in  taking  the  second  part  of  the  larger  loan;  correct? 

Mr.  Denton.  Yes. 

Mr.  Ben-Veniste.  That  loan  was  put  before  the  Bank's  lending 
committee,  I  take  it.  Was  there  an  executive  committee  that  met 
at  your  bank  and  passed  on  loan  applications? 

Mr.  Denton.  Not  at  that  time,  no. 
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Mr.  Ben-Veniste.  Who  participated  in  the  approval  of  that  loan? 

Mr.  Denton.  That  loan  was  handled  by  a  department  that  is  re- 
ferred to  as  the  "Correspondent  Banking  Department." 

Mr.  Ben-Veniste.  That  would  have  been  run  past  the  president 
of  the  bank? 

Mr.  Denton.  That's  handled  through  the  Correspondent  Banking 
Department.  Mr.  Howard  Quails  was  the  Senior  Vice  President  in 
charge  of  that  department. 

Mr.  Ben-Veniste.  He  had  the  authority  to  sign  off  on  that  loan? 

Mr.  Denton.  That  is  accurate. 

Mr.  Ben-Veniste.  So  at  some  point,  all  of  this  at  your  bank 
merged,  the  $20,000  and — what  was  the  exact  amount  of  the  par- 
ticipating amount? 

Mr.  Denton.  Ninety-one  thousand-and-some-odd  dollars. 

Mr.  Ben-Veniste.  Thereafter,  these  loans  were  renewed.  Were 
they  renewed  at  market,  do  you  know,  Mr.  Burge? 

Mr.  BURGE.  Yes,  sir. 

Mr.  Ben-Veniste.  Is  there  anyone  here  who  has  reason  to  be- 
lieve that  the  rates  that  were  charged  were  somehow  out  of  line 
with  commercial  loans  at  that  time? 

Mr.  Proctor.  No,  sir.  At  this  time  the  rates  were  all  pretty  much 
to  the  maximum  because  we  were  under  the  usury.  So  everyone 
had  to  pay  in  the  State  at  that  time,  is  I  recall,  gentlemen,  about 
the  maximum  rate  to  be  able  to  support  the  other  type  lending  that 
we  did. 

[No  dissent  is  heard.] 

Mr.  Ben-Veniste.  Hearing  no  dissent,  let  me  ask  this  question, 
Mr.  Ritter.  Did  there  come  a  time  when  interest  rates  rose  dra- 
matically? 

Mr.  Ritter.  That  is  correct. 

Mr.  Ben-Veniste.  Did  they,  indeed,  rise  above  20  percent? 

Mr.  Ritter.  Yes. 

Mr.  Ben-Veniste.  This  resulted,  therefore,  in  the  increase  in  the 
interest  rate  charged  on  this  loan? 

Mr.  Ritter.  It  did,  based  on  the  discount  rate,  or  the  window 
rate,  rather,  than  the  true  prime  rate. 

Mr.  Ben-Veniste.  Well,  all  of  the  rates  rose  pretty  much  in  pro- 
portion at  that  time. 

Mr.  Ritter.  That's  correct. 

Mr.  Ben-Veniste.  So,  there  was  a  greater  squeeze  on  all  devel- 
opers who  had  borrowed  money  in  order  to  finance  real  estate  de- 
velopment projects.  Is  that  correct,  sir? 

Mr.  Ritter.  That  is  correct. 

Mr.  Ben-Veniste.  I  take  it  that  across  the  board  in  Arkansas  as 
well  as  the  rest  of  the  country  that  put  a  squeeze  on  businessmen 
who  had  to  borrow  money  and  then  pay  off  loans  at  a  higher  rate 
than  they  had  initially  bargained  for  when  they  first  took  out  the 
loans? 

Mr.  Ritter.  That  is  correct. 

Mr.  Ben-Veniste.  So  it  is  not  unexpected  that  there  may  have 
been  some  late  repayment  of  loans  across  the  board  in  Arkansas 
at  the  time? 

Mr.  Ritter.  That  is  also  correct. 
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Mr.  Ben-Veniste.  Now,  Mr.  Denton,  you  are  not  at  this  time  em- 
ployed in  banking,  are  you,  sir? 

Mr.  Denton.  No,  I  am  not. 

Mr.  Ben-Veniste.  Mr.  Chertoff  made  reference  to  your  relation- 
ship with  the  Independent  Counsel's  Office.  Let  me  ask  you,  sir, 
whether  you  have  been  prosecuted  by  the  Independent  Counsel? 

Mr.  Denton.  No. 

Mr.  Ben-Veniste.  Were  you  granted  immunity  from  prosecution? 

Mr.  Denton.  I  was  granted  use  immunity. 

Mr.  Ben-Veniste.  Was  that  at  your  request? 

Mr.  Denton.  Yes. 

Mr.  Ben-Veniste.  That  immunity  provides  that  you  will  not  be 
prosecuted  for  anything  that  you  reveal  to  the  Independent  Coun- 
sel other  than  for  perjury  or  obstruction  of  justice.  Is  that  correct? 

Mr.  Denton.  That  is  accurate. 

Mr.  Ben-Veniste.  Let  me  ask  you,  prior  to  your  deposition  that 
was  taken  recently,  whether  you  have  had  any  contact  with  any 
staff  member  of  this  Committee? 

Mr.  Denton.  I  have  not,  prior  to  yesterday. 

Mr.  Ben-Veniste.  Now  let's  go  through  the  chronology  starting 
in,  I  guess  it  goes  all  the  way  back  to  1978.  Let's  start  with  the 
Union  National  Bank.  According  to  the  Pillsbury  Madison  Report, 
that  loan  was  repaid  on  June  23,  1980.  Is  that  correct? 

Mr.  Denton.  That  is  my  understanding;  yes. 

Mr.  Ben-Veniste.  With  respect  to  the  Citizens  Bank  loan,  that 
loan  was  repaid  in  1992.  Is  that  correct,  Mr.  Proctor? 

Mr.  Proctor.  Yes. 

Mr.  Ben-Veniste.  What  we  have  had  here  is  a  confluence  of  two 
panels,  which  makes  it  a  little  bit  more  difficult.  Yesterday,  we 
only  had  one  witness,  so  that  was  easier  to  keep  straight.  Today, 
we  have  two  panels  merged  into  one.  So  we  will  have  to  deal  with 
this  as  best  we  can.  Mr.  Proctor,  when  did  you  come  into  the  pic- 
ture with  respect  to  these  loans? 

Mr.  Proctor.  I  started  at  the  bank  in  November  1981,  but  did 
not  actually  start  working  on  the  loan  until  approximately  1983  or 
1984. 

Mr.  Ben-Veniste.  In  your  view,  did  this  loan  receive  special  pref- 
erential attention  and  treatment? 

Mr.  Proctor.  I  think  that  any  time  a  small  bank  in  our  commu- 
nity has  a  loan  outstanding  to,  in  this  case,  something  of  a  celeb- 
rity, that  would  receive  attention  from  both  internal  officers  as  well 
as  people  outside  of  the  bank,  as  auditors  or  examiners  would  look 
at  that  loan,  as  well. 

Mr.  Ben-Veniste.  With  that  in  mind,  the  fact  is  that  it  would 
receive  special  attention  both  from  auditors  and  the  higher-ups  at 
the  bank.  Can  you  say  whether  there  was  any  favors  given,  wheth- 
er there  was  any  impropriety  associated  with  the  making  or  the 
monitoring  of  these  loans? 

Mr.  Proctor.  Well,  of  course,  now,  I  was  not  there  when  the 
loan  was  made,  but  I  will  discuss  the  monitoring  of  it.  We  were 
forced  to — not  "forced,"  but  we  maintained  a  loan  probably  better 
than  most  loans  in  the  bank  because  we  knew  of  the  attention  that 
it  would  receive  as  far  as  file  memos,  attempting  to  keep  it  prop- 
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erly  documented  with  financial  statements — so,  yes,  we  paid  very 
close  attention  to  it. 

Mr.  Ben-Veniste.  So  if  I  understand  what  you  are  saying,  other 
borrowers  might  have  been  cut  a  little  bit  more  slack  because  they 
might  not  have  been  receiving  the  same  kind  of  scrutiny? 

Mr.  Proctor.  I  would  agree. 

Mr.  Ben-Veniste.  Now,  Mr.  Denton,  you  are  not  suggesting  that 
other  unsecured  loans  were  made  at  the  time  of  this  $20,000  loan 
18  years  ago,  are  you? 

Mr.  Denton.  To  other  parties,  other  borrowers? 

Mr.  Ben-Veniste.  Yes.  Other  borrowers. 

Mr.  Denton.  Oh,  an  unsecured  loan  is  the  easiest  type  of  loan 
to  make. 

Mr.  Ben-Veniste.  And  $20,000  was  not  a  huge  amount  of  money 
for  an  unsecured  loan  in  your  banking  experience? 

Mr.  Denton.  No. 

Mr.  Ben-Veniste.  At  the  very  time  that  the  unsecured  loan  was 
being  made  to  Mr.  McDougal  and  Mr.  Clinton,  your  bank  was  mak- 
ing other  unsecured  loans  to  other  borrowers? 

Mr.  Denton.  That's  accurate. 

Mr.  Ben-Veniste.  This  loan  was  repaid  in  a  timely  way? 

Mr.  Denton.  No. 

Mr.  Ben-Veniste.  It  wasn't  repaid  in  a  timely  fashion? 

Mr.  Denton.  No. 

Mr.  Ben-Veniste.  What  was  the  problem? 

Mr.  Denton.  The  loan  was  renewed  numerous  times  with  re- 
peated requests  for  reductions  which  were  not  forthcoming. 

Mr.  Ben-Veniste.  Pardon  me? 

Mr.  Denton.  The  loan  was  renewed  a  number  of  times.  There 
were  requests  for  reductions  which  were  not  forthcoming,  so  that 
certainly  could  not  be  described  as  repaid  in  an  orderly  fashion. 

Mr.  Ben-Veniste.  Well,  let's  break  this  down.  First  of  all,  was 
all  the  interest  ultimately  paid  on  the  $20,000  loan? 

Mr.  Denton.  Yes,  ultimately. 

Mr.  Ben-Veniste.  It  was  all  paid,  at  market  rate? 

Mr.  Denton.  I  don't  know 

Mr.  Ben-Veniste.  Do  you  have  reason  to  believe  it  wasn't,  Mr. 
Denton? 

Mr.  Denton.  Yes.  Knowing  the  history  of  rates  in  Arkansas,  I 
am  confident  that  it  was  not  at  market  some  of  those  times. 

Mr.  Ben-Veniste.  All  right,  let's  break  it  down.  Which  ones  do 
you  claim  were  made  below  market? 

Mr.  Denton.  Sir,  I  don't  know  what  national  rates  were  in  the 
particular  time.  I  haven't  researched  it.  I  certainly  could,  but  I  just 
don't  have  that 

Mr.  Ben-Veniste.  Why  are  you  using  national  rates?  Was  that 
the  basis  upon  which  your  bank  made  the  loans? 

Mr.  Denton.  Yes,  sir.  Basically  we  structured  credits  based  on 
the  cost  of  funds  which  were  acquired  in  the  national  bank  system. 

Mr.  Ben-Veniste.  If  you  are  making  an  allegation  here  that 
there  was  favoritism,  let's  get  chapter  and  verse. 

Mr.  Denton.  I  don't  recall  making  an  "allegation."  I  answered 
your  question  about  if  it  was  national  rates. 
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Mr.  Ben-Veniste.  Well,  I  asked  you  whether  it  was  made  at 
market  rates. 

Mr.  Denton.  Market  rates. 

Mr.  Ben-Veniste.  By  "market  rate,"  I  mean,  the  rate  your  bank 
was  charging  contemporaneously  with  the  renewal. 

Mr.  Denton.  I  charged  the  legal  maximum  of  10  percent.  The 
loan  was  granted  at  10,  which  is  the  absolute  greatest  rate  the 
bank  can  charge  at  the  time.  It  was  renewed  at  that  time.  Subse- 
quently, there  was  Federal  override  legislation  that  permitted  some 
greater  rates.  As  I  recall,  even  those  overrides  did  not  permit  a 
rate  equal  to,  which  would  have  been  market  rate. 

Senator  Sarbanes.  Now  are  you  setting  out  the  market  rate  as 
something  different  from  the  legal  limit  rate  in  Arkansas? 

Mr.  Denton.  Yes,  sir. 

Senator  Sarbanes.  You  could  not  charge  the  market  rate;  right? 

Mr.  Denton.  No,  sir. 

Senator  Sarbanes.  You  could  not  charge  these  people  anything 
other  than  the  legal  limit  rate;  is  that  correct? 

Mr.  Denton.  That's  correct. 

Senator  SARBANES.  Or  anyone  else? 

Mr.  Denton.  That  is  accurate. 

Senator  Sarbanes.  No  other  borrower. 

Mr.  Denton.  That  is  accurate. 

Senator  Sarbanes.  These  people  were  charged  the  legal  limit 
rate,  were  they  not? 

Mr.  Denton.  That's  accurate. 

Senator  Sarbanes.  Just  like  any  other  borrower? 

Mr.  Denton.  Not  just  like  any  other  borrower,  but  they  were 
charged  the  legal,  maximum  rate  permitted  in  Arkansas  at  that 
time. 

Senator  Sarbanes.  That  is  right.  So  your  reference  to  "market 
rate,"  is  really  irrelevant  because  it  wasn't  available  to  you  under 
Arkansas  law  to  charge  the  national  market  rate;  correct? 

Mr.  Denton.  No,  sir.  That's  incorrect. 

Senator  Sarbanes.  Why  is  it? 

Mr.  Denton.  Many  times  persons  were  not  given  access  to  credit 
because  of  those  restrictions,  the  Arkansas  restriction.  That  was  a 
big  argument  in  the  State  that  subsequently  permitted  an  override 
of  that  Constitutional  limitation. 

Senator  Sarbanes.  No,  no.  But  if  you  made  a  loan,  the  maximum 
rate  you  could  charge  on  that  loan  was  set  by  the  Arkansas  law, 
was  it  not? 

Mr.  Denton.  Yes,  sir. 

Senator  Sarbanes.  Wasn't  that  true  in  every  bank? 

Mr.  Denton.  Yes. 

Senator  Sarbanes.  In  Arkansas? 

Mr.  Denton.  Yes. 

Senator  Sarbanes.  All  right. 

Mr.  Ben-Veniste.  And  your  bank  was  in  the  business  of  lending 
money;  is  that  correct? 

Mr.  Denton.  Yes. 

Mr.  Ben-Veniste.  Are  you  suggesting  you  lost  money  every  time 
you  made  a  loan  to  someone  at  the  maximum  rate? 

Mr.  Denton.  Yes.  Would  you  ask  the  entire  panel  that  question? 
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Mr.  Ben-Veniste.  OK.  I  will  be  educated.  Everyone  was  losing 
money  by  lending  money  at  the  maximum  rate? 

Mr.  RlTTER.  That  is  correct. 

Mr.  Ben-Veniste.  Mr.  Patterson,  did  you  have  a  moratorium  and 
try  to  close  your  doors  so  that  no  one  else  could  do  business? 

Mr.  Patterson.  For  a  certain  period  of  time  there  was  a  position 
that  Arkansas  was  at  a  disadvantage  with  the  Nation,  everybody 
in  Arkansas,  and  probably  we  would  not  have  made  loans  to  some- 
body out  of  the  State  of  Arkansas,  and  we  would  have  only  serviced 
loans  that  were  people  that  we  realistically  thought  were  our  cus- 
tomers. 

Mr.  Ben-Veniste.  OK,  and  this 

Mr.  Patterson.  But  this  was  for  a  window  of  time,  which- 


Senator  Sarbanes.  That  was  only  when  the  national  rates  moved 
up  to  very  high  levels.  That  lasted  only  for  a  limited  period  of  time. 
Is  that  not  correct? 

Mr.  Patterson.  Well,  I  agree  with  the  theory  that  you  are  say- 
ing. We  were  at  risk  for  a  far  longer  period  of  time,  but  this  loan 
was  the  same  as  all  other  loans  was  what  I  thought  we  were  trying 
to  ascertain. 

Mr.  Ben-Veniste.  That  is  the  point.  Whether  there  was  favor- 
itism because  a  rate  was  charged  below  what  others  were  paying? 
As  this  process  of  renewing  the  loans  on  a  short-term  basis  went 
forward,  and  as  rates  eventually  came  down,  I  take  it  you  went 
back  into  a  profitable  mode  with  respect  to  your  lending  practices. 

If  on  the  other  hand,  the  banks  in  Arkansas  had  stopped  extend- 
ing credit,  had  called  all  the  loans  of  all  of  their  business  clients 
on  commercial  loans,  there  would  have  been  pandemonium. 

Mr.  Patterson.  There  was  pandemonium. 

Mr.  Burge.  Our  economy  became  very  stagnant. 

Mr.  Ben-Veniste.  All  right 

Mr.  Patterson.  Let  me  explain  that  Federal  funds  got  to  30  per- 
cent, and  our  customers  were  charged  10.  But  that  has  nothing  to 
do  with  what  I  understanding  we  were  discussing  here. 

Mr.  Ben-Veniste.  When  these  loans  were  taken  out  in  the  first 
instance,  the  rates  were  more  in  line  with  your  traditional  rate  of 
return.  Correct? 

Mr.  Patterson.  At  the  concept,  the  loans  were  in  perfect  line,  in 
1978. 

Mr.  Ben-Veniste.  So  that  the  increase  in  the  national  interest 
rates  at  this  time  was  not  anticipated  at  the  time  the  loans  were 
taken  out,  and  certainly  not  as  a  way  to  somehow  borrow  money 
below  a  national  rate  and  make  some  kind  of  a  killing.  Is  that  fair 
to  say,  Mr.  Burge? 

Mr.  Burge.  Yes.  Yes,  you  are  correct. 

Mr.  Ben-Veniste.  If  someone  had  had  a  crystal  ball  to  anticipate 
that  rates  would  go  from  10  to  21  percent,  they  could  have  made 
a  lot  more  money  than  blowing  money  on  the  Whitewater  Develop- 
ment project  which  lost  money. 

Mr.  Patterson.  That  is  correct. 

Mr.  Ben-Veniste.  Mr.  Ritter,  I  guess  you  have  sort  of  underlined 
the  problems  of  going  back  18,  15,  17,  13  years  ago.  It  was  a  pretty 
big  deal  for  you  to  become  the  CEO  of  the  bank  at  the  time. 

Mr.  Ritter.  It  was,  but  the  date  was  1980  and  not  1979. 
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Mr.  Ben-Veniste.  So  even  with  respect  to  an  important  day  in 
your  life,  you  were  a  year  off,  no  one  is  faulting  you  on  that.  This, 
to  me,  sort  of  underlines  the  fact  that  we  go  after  these  dates  with 
a  scalpel  expecting  that  people  can  have  a  precise  recollection  of 
events  that  happened  so  long  ago.  That  is  just  not  the  way  the 
world  works,  and  not  really  the  application  of  common  sense  to 
what  were  transactions  of  a  far  more  mundane  nature  back  2  dec- 
ades ago. 

While  I  am  with  you,  Mr.  Ritter,  is  it  correct  that  your  contacts 
with  Mrs.  Clinton  and  Mrs.  McDougal  as  to  the  way  that  the  loans 
were  renewed  suggested  nothing  improper  or  unprofessional  in 
terms  of  your  understanding  of  the  transactions,  or  your  involve- 
ment personally? 

Mr.  Ritter.  Right.  Number  1,  they  were  limited.  Number  2,  it 
just  was  not. 

Mr.  Ben-Veniste.  Mr.  Burge,  did  you  understand  when  the  loan 
was  taken  out  that  Mr.  McDougal  was  the  primary  partner  in- 
volved in  this  transaction? 

Mr.  Burge.  Yes,  sir. 

Mr.  Ben-Veniste.  Your  dealings  were  primarily  with  McDougal, 
I  take  it? 

Mr.  Burge.  Yes,  sir. 

Mr.  Ben-Veniste.  Had  you  had  any  contact  with  Mr.  Clinton 
prior  to  the  time  that  this  became  a  matter  that  the  news  media 
took  an  interest  in? 

Mr.  Burge.  No,  sir. 

Mr.  Ben-Veniste.  So  all  the  time  up  until  then,  all  of  the  contact 
you  had  was  with  Mr.  or  Mrs.  McDougal? 

Mr.  Burge.  Primarily  Mr.  McDougal. 

Mr.  Ben-Veniste.  All  information  of  a  financial  nature  that  you 
received  was  from  Mr.  McDougal?  Is  that  correct? 

Mr.  Burge.  That  is  correct. 

Mr.  Ben-Veniste.  Mr.  Ritter,  you  dealt  primarily  with  Mr. 
McDougal,  as  well,  I  take  it? 

Mr.  Ritter.  That  is  correct. 

Mr.  Ben-Veniste.  Do  you  recall  whether  either  Mr.  or  Mrs.  Clin- 
ton ever  called  you  directly  with  respect  to  the  status  of  the  loan? 

Mr.  Ritter.  I  do  not  recall  either  one  of  them  calling  me  directly. 

Mr.  Ben-Veniste.  Do  you  recall  any  occasion  in  which  you  have 
a  specific  recollection  of  discussing  a  loan  with  Mr.  Clinton? 

Mr.  Ritter.  I  do  remember  getting  a  signature  from  him  one 
time  that  we  needed  on  a  document.  To  the  precise  time,  I  can't 
tell  you  when. 

Mr.  Ben-Veniste.  But  other  than  that,  you  do  not  recall  on  that 
occasion  that  there  was  any  extensive  discussion  or  even  substan- 
tive discussion  about  the  loan  itself,  other  than 

Mr.  Ritter.  Not  the  loan  itself,  because  I  think  that  all  we  were 
needing  was  documentation  at  this  point. 

Mr.  Ben-Veniste.  Mr.  Patterson,  do  you  recall  ever  meeting  with 
Mr.  or  Mrs.  Clinton? 

Mr.  Patterson.  No,  sir. 

Mr.  Ben-Veniste.  Your  dealing,  to  the  extent  you  had  any  deal- 
ings with  the  principals,  was  with  Mr.  McDougal? 

Mr.  Patterson.  Yes,  sir. 
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Mr.  Ben-Veniste.  And  Mr.  Denton,  your  dealings  were  solely 
with  Mr.  McDougal? 

Mr.  Denton.  Yes.  But  I  had  one  brief  meeting  with  Bill  Clinton, 
however. 

Mr.  Ben-Veniste.  According  to  the  Pillsbury  Madison  Report, 
Mr.  Chairman,  at  page  24  of  the  April  24,  1995: 

So  far  as  anyone  can  determine  from  the  available  documentary  evidence,  little 
Whitewater  financial  information  was  transmitted  to  the  Clintons.  However,  the 
Clintons  did  sign  documents  in  connection  with  various  loans  and  loan  extensions. 
Letters  to  or  from  the  Clintons  were  relatively  infrequent.  Available  documents  sug- 
gest that  the  Clintons  wrote  or  received  less  than  20  letters  pertaining  to 
Whitewater  between  the  project's  inception  in  1978  and  the  end  of  1986. 

Now  in  terms  of  the  approval  of  the  initial  loan,  Mr.  Burge,  is 
it  correct,  sir,  that  in  your  view  Mr.  Clinton's  involvement  was  of 
no  material  importance? 

Mr.  Burge.  That's  correct. 

Mr.  Ben-Veniste.  As  far  as  you  were  concerned,  the  point  of  con- 
tact and  the  individual  with  whom  you  were  concerned,  in  connec- 
tion with  making  this  loan,  was  Mr.  McDougal  and  his  record? 

Mr.  Burge.  That  is  correct. 

Mr.  Ben-Veniste.  At  the  point  when  the  loan  was  made,  is  it 
correct  that  Mr.  McDougal  had  enjoyed  a  good  reputation  in  terms 
of  being  profitable  in  real  estate  development? 

Mr.  Burge.  That  is  correct. 

Mr.  Ben-Veniste.  In  terms  of  his  creditworthiness  at  the  time, 
did  you  have  information  that  led  you  to  believe  he  was  a  good 
credit  risk? 

Mr.  Burge.  Past  performance. 

Mr.  Ben-Veniste.  That  led  you  to  conclude  that  he  would  be  a 
good  credit  risk,  I  take  it? 

Mr.  Burge.  That's  correct. 

Mr.  Ben-Veniste.  The  confidence,  in  connection  with  the  making 
of  the  loan,  was  borne  out  by  the  fact  that  the  loan  was  ultimately 
repaid? 

Mr.  Burge.  That's  correct. 

Mr.  Ben-Veniste.  I  take  it  that  during  this  period  of  time  there 
were  a  substantial  number  of  business  failures  of  commercial  loans 
and  loans  which  could  not  be  repaid? 

Mr.  Burge.  I'm  sure  there  was. 

Mr.  Ben-Veniste.  Mr.  Ritter,  I  take  it  that  is  the  experience  that 
you  saw  in  Arkansas,  as  well? 

Mr.  Ritter.  I  guess  I  was  not  listening  as  closely  as  I  should. 

Mr.  Ben-Veniste.  At  the  time  that  the  Whitewater  loan  was 
being  serviced  and  repaid,  were  there  other  commercial  loans,  sub- 
stantial loans,  which  led  to  bank  failures  throughout  the  United 
States,  loans  that  were  not  repaid  and  that  caused  the  banks  to 
lose  substantial  funds. 

Mr.  Ritter.  I  presume  that  is  correct. 

Mr.  Ben-Veniste.  There  were  all  kinds  of  workouts,  reductions, 
extensions  during  this  period  of  time? 

Mr.  Ritter.  There  could  have  been.  I  am  just  not  knowledgeable 
about  the  rest  of  the  world. 

Mr.  Ben-Veniste.  Mr.  Patterson,  can  you  comment  on  that? 

Mr.  Patterson.  I  believe  the  record  would  show  that  there  were 
many  failures  in  the  Nation. 
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Mr.  Ben-Veniste.  Mr.  Proctor. 

The  Chairman.  Richard,  what  are  we  doing? 

Mr.  Proctor.  Yes,  sir.  This 

The  Chairman.  Oh,  come  on. 

Mr.  Proctor.  — was  typical  of  the  time. 

The  Chairman.  You  know,  this  is  well  beyond  now.  Counsel,  do 
you  have  more  relevant  questions  to  ask?  The  history  of  the  bank 
failures  during  that  period  of  time  is  well  documented.  Do  you  have 
a  particular  question  as  it  relates  to  the  record  to  ask  these  wit- 
nesses? We  know  it.  It  is  well  established.  Please,  let's  try  to  stay 
on  the  issues  that  you  want  to  develop.  Continue. 

Mr.  Ben-Veniste.  Well,  Mr.  Chairman 

The  Chairman.  I  am  not  going  to  permit  us  to  continue  to  waste 
time.  I  will  tell  you,  if  we  are  going  to  be  asking  about  bank  fail- 
ures during  this  period  of  time,  let  the  record  demonstrate  you  can 
put  anything  in  there  that  you  want  and  we  will  take  it.  You  can 
read  it  publicly. 

There  were  numerous  bank  failures;  numerous  people  did  not 
pay.  If  you  want  to  address  related  issues  as  to  the  status  of  the 
loan,  how  it  came  about,  whether  or  not  it  was  kept,  that  is  only 
appropriate.  But,  please,  let  us  attempt  to  move  this  thing  along. 

Senator  Sarbanes.  Well,  Mr.  Chairman,  I  think  it  is  important 
to  draw  from  these  witnesses  the  important  testimony  that,  while 
this  loan  was  in  the  end  paid  in  full,  there  were  other  loans  that 
were  made  at  the  time  by  these  respective  bankers  upon  which 
there  was  default. 

The  Chairman.  We  take  note.  There  were  many  of  them. 

Mr.  Ben-Veniste.  I  think  it  is  relevant,  Mr.  Chairman,  in  this 
way.  There  has  been  questioning  as  to  whether  every  payment  was 
made  on  time;  whether  every  dollar  that  was  collected  from  the 
sale  of  property  was  paid  to  reduce  the  principal.  It  is  as  though 
we  are  looking  in  a  vacuum.  We  are  not  looking  in  a  vacuum.  We 
are  looking  at  very  tough  economic  times  for  borrowers  in  Arkansas 
and  other  parts  of  the  country.  When  we  focus  on  whether  there 
was  an  extension  of  3  months  or  some  such  period  of  time  before 
interest  payments  were  caught  up,  I  think  we  have  to  look  at  that 
in  the  context  of  what  else  was  going  on.  And  in  that  respect,  I 
think  it  is  quite  relevant,  most  respectfully,  Mr.  Chairman. 

The  Chairman.  The  point  has  been  well  made.  Can  we  move  on? 

Mr.  Ben-Veniste.  Let's  move  to  your  side,  if  we  may. 

Senator  Sarbanes.  The  red  light  is  on. 

The  Chairman.  Senator  Faircloth. 

OPENING  COMMENTS  OF  SENATOR  LAUCH  FAIRCLOTH 

Senator  FAIRCLOTH.  Thank  you,  Mr.  Chairman. 

Mr.  Denton,  Senator  Simon  asked  you  a  question  earlier  about 
whether  the  President  asked  you  to  do  something  illegal,  indirectly. 
Could  you  elaborate  on  that,  sir?  What  did  he  ask  you  to  do,  and 
through  whom? 

Mr.  Denton.  Sir,  I  was  attempting  to  make  sure  I  understood 
the  question.  I  did  not  recall  that  it  was  limited  to  being  illegal. 
My  thought  process  was  that  many  times  transactions  occurred 
that  the  instructions  or  requests  did  not  come  directly  from  Bill 
Clinton.  As  an  example,  the  $20,000  loan  that  Union  Bank  made 
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came  to  me  through  an  emissary,  and  perhaps  through  a  couple  of 
them  before  I  received  it.  That  was  my  point  I  was  attempting  to 
make.  In  my  opinion,  that  was  not  an  acceptable  banking  practice 
in  extending  that  loan. 

Senator  Faircloth.  Who  asked  you  to  extend  the  loan? 

Mr.  Denton.  An  emissary  for  the  owner  of  the  bank  asked  that 
that  loan  be  granted. 

Senator  Faircloth.  An  emissary  for  the  owner  of  the  bank  came 
to  you  an  executive  officer  of  the  bank? 

Mr.  Denton.  That  is  correct. 

Senator  FAIRCLOTH.  Let  me  follow  this  now.  The  owner  of  the 
bank  sent  you  word  that  you  ought  to  extend  this  loan? 

Mr.  Denton.  That  is  correct;  yes. 

Senator  Faircloth.  As  executive  of  the  bank,  you  didn't  think 
the  loan  ought  to  be  extended? 

Mr.  Denton.  I'm  sorry?  I  did  not  understand  the  last  words. 

Senator  Faircloth.  You  did  not  really  think  this  loan  should  be 
extended? 

Mr.  Denton.  The  point  I  make,  in  distinction,  sir,  is  that  had  it 
been  an  arms'  length  loan  by  a  client  walking  in  off  the  street,  I 
likely  would  not  have  granted  that  loan. 

Senator  Faircloth.  In  other  words,  if  the  order  had  not  come 
down  from  the  owner  of  the  bank,  you  would  not  have  extended  the 
loan;  you  would  have  foreclosed? 

Mr.  Denton.  Well,  a  number  of  circumstances  would  have  en- 
tered into  that  picture.  The  loan,  with  the  information  that  I  had 
in  hand  and  with  the  financial  information  of  the  borrowers  that 
was  supplied  to  me,  under  those  conditions  that  loan  would  not 
have  been  granted. 

Senator  Faircloth.  Who  came  to  you? 

Mr.  Denton.  It  was  either  Gene  Smith  or  Paul  Berry  who  were 
employed  by  the  bank  and  worked  directly  for  Herbert  McAdams, 
the  owner. 

Senator  Faircloth.  Did  the  person  that  came  to  you,  Gene 
Smith  or  the  owner  himself,  ever  tell  you  why  he  especially  wanted 
this  loan  extended?  The  reason  to  make  an  exception  here? 

Mr.  Denton.  On  this  particular  loan,  sir? 

Senator  Faircloth.  Yes. 

Mr.  Denton.  As  I  recall,  the  emissary  indicated  to  me  that  the 
loan  was  to  be  granted  because  Bill  Clinton  was  an  up  and  rising 
star  in  the  political  arena  in  Arkansas. 

Senator  FAIRCLOTH.  Was  he  the  Governor  at  that  time? 

Mr.  Denton.  No,  sir,  he  was  the  Attorney  General. 

Senator  Faircloth.  So  it  was  granted  for  political  reasons.  Are 
you  aware  whether  Mr.  McDougal  was  promised  or  given  anything 
by  Bill  Clinton  in  exchange  for  the  fundraiser  that  he  held? 

Mr.  Denton.  No,  sir,  I  am  not  aware  of  any  direct  consideration 
that  changed  hands. 

Senator  Faircloth.  How  about  indirectly? 

Mr.  Denton.  I  do  know  that  Mr.  McDougal  operated  in  that 
manner.  It  was  not  uncommon  for  favors  to  be  passed  about  by  the 
parties  involved. 

Senator  Faircloth.  Bill  Clinton? 
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Mr.  Denton.  Bill  Clinton's  emissaries,  I  again  had  no  direct  con- 
tact with  Bill  Clinton.  I  had,  as  I  recall,  perhaps  three  very  brief 
contacts  with  Bill  Clinton,  and  certainly  no  extended  discussions 
regarding  any  subjects. 

Senator  Faircloth.  But  it  was  common  practice  for  favors  to  be 
granted? 

Mr.  Denton.  I  don't  know  how  common  it  was.  It  certainly  was 
not  infrequent.    * 

Senator  Faircloth.  Do  you  think  the  leasing  of  the  space  by  the 
Arkansas  Development  Finance  Agency  was  connected  to  this? 

Mr.  Denton.  I  think  that  it  was  one  of  those  favors  that  was  ex- 
tended, yes.  I  have  no  evidence  that  would  support  that.  It  is  sim- 
ply an  observation  that  I  would  make. 

Senator  Faircloth.  Are  you  aware  of  whether  Mr.  or  Mrs.  Clin- 
ton had  a  loan  with  Madison  Guaranty  or  were  a  co-signer  or  a 
guarantor  of  any  loans  there? 

Mr.  Denton.  I  think  I  have  been  asked  not  to  address  Madison- 
related  transactions,  sir. 

Senator  Faircloth.  By  whom? 

Mr.  Denton.  By  the  Office  of  the  Independent  Counsel. 

The  Chairman.  Senator 

Senator  Faircloth.  That  concludes  me. 

The  Chairman.  Senator  Bennett. 

[No  response.] 

The  Chairman.  Senator  Murkowski. 

OPENING  COMMENTS  OF  SENATOR  FRANK  H.  MURKOWSKI 
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Senator  Murkowski.  Thank  you,  Mr.  Chairman.  I  appreciate  you 
accommodating  my  timeframe. 

I  am  going  to  refer  a  question  to  Mr.  Burge  relative  to  an  ap- 
praisal that  is  dated  August  1978.  I  believe  it  bears  your  signature 
listing  the  value  of  1,100  acres  at  $242,000.  I  wonder  if  this  exhibit 
is  available  for  Mr.  Burge  to  look  at  and  comment  on? 

The  Chairman.  Do  we  have  a  copy  of  that  for  the  Minority? 

Senator  Murkowski.  Mr.  Burge,  are  you  familiar  with  this? 

Mr.  Burge.  I  don't  think  I  have  a  copy  of  that,  Senator. 

The  Chairman.  Can  we  see  if  we  can  get  them?  We  will  get  cop- 
ies made  and  see  if  we  can  proceed  along  another  line. 

[Document  distributed.] 

Senator  Murkowski.  What  I  am  interested  in,  Mr.  Burge,  is  a 
description  of  the  land  that  was  taken  as  collateral.  As  I  under- 
stand it,  there  was  an  effort  by  the  two  banks  involved,  Union  and 
Citizens,  because  of  an  overline.  Who  was  the  lead  bank  on  the 
credit,  Mr.  Burge? 

Mr.  Burge.  Our  bank  was,  Citizens  Bank  &  Trust. 

Senator  Murkowski.  Citizens  Bank.  So  you  took  what,  $91,000 
or  $90,000,  or  something  of  the  original  loan.  Then  you  had  a  par- 
ticipation with  Union? 

Mr.  Burge.  That's  correct. 

Senator  Murkowski.  But  you  are  the  lead  bank,  so  you  basically 
sold  them  $91,000  of  the  credit.  Right? 

Mr.  Burge.  That  is  correct. 

Senator  Murkowski.  And  you  maintained  the  files  and  the  docu- 
mentation? 
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Mr.  Burge.  That  is  correct. 

Senator  Murkowski.  You  did  the  appraisal? 

Mr.  Burge.  Yes,  sir,  I  did. 

Senator  Murkowski.  Describe  the  land  you  used  as  a  basis  for 
the  loan?  In  other  words,  you  took  a  mortgage,  a  deed  of  trust,  I 
assume? 

Mr.  Burge.  There  was  a  mortgage.  The  property  was  approxi- 
mately 230  acres  on  the  White  River.  It  also  fronted  part  of  the 
Crooked  Creek  area. 

Senator  Murkowski.  What  did  it  have  on  it? 

Mr.  Burge.  It  was  timber.  Very  little  vacant  or  open 

Senator  Murkowski.  Commercial  timber? 

Mr.  Burge.  Not  in  the  sense  of  pine.  It  was  hardwood. 

Senator  Murkowski.  Well,  you  are  a  banker.  Would  you  consider 
it  improved  or  unimproved  property? 

Mr.  Burge.  It  was  unimproved  property. 

Senator  Murkowski.  Unimproved  property.  What  is  the  policy  of 
your  bank  on  loans  on  unimproved  property? 

Mr.  Burge.  My  current  bank? 

Senator  Murkowski.  No,  when  you  were  with  Citizens? 

Mr.  Burge.  We  were  a  rural  bank,  and  we  lent  on  any  type  of 
real  estate  around  that  was 

Senator  Murkowski.  Improved  or  unimproved? 

Mr.  Burge.  Improved  and  unimproved. 

Senator  Murkowski.  Did  you  require  any  equity  contribution? 

Mr.  Burge.  Yes.  We  always  did. 

Senator  Murkowski.  And  in  this  case,  was  there  an  equity  con- 
tribution? 

Mr.  Burge.  Yes,  sir. 

Senator  Murkowski.  From  what  source? 

Mr.  Burge.  From  the  principals. 

Senator  MURKOWSKI.  The  principals?  You  didn't  question  where 
the  principals  got  that  money? 

Mr.  Burge.  No,  sir,  we  didn't. 

Senator  Murkowski.  Where  did  the  principals  get  that  money? 

Mr.  Burge.  I  found  out  like  everybody  else  that  they  borrowed 
the  money  from  Union  National  Bank. 

Senator  Murkowski.  Now  let  me  turn  to  Union  National  Bank. 

Senator  Sarbanes.  Just  to  be  clear,  Frank,  when  did  you  find 
that  out?  Here  recently? 

Mr.  Burge.  I  read  it  in  the  newspaper. 

Senator  Sarbanes.  You  didn't  know  that  at  the  time. 

Senator  Murkowski.  Let's  go  to  Union  Bank  because  Union  took 
$91,000  of  the  loan  as  a  participant  and  basically  purchased  that 
and  reimbursed  Citizens.  Right? 

Mr.  Burge.  Yes,  sir. 

Senator  Murkowski.  Did  you  have  a  copy  of  the  appraisal  of  the 
land?  I  am  talking  to  Mr.  Denton,  I  believe. 

Mr.  Denton.  Sir,  I  directly  was  not  involved  with  that  loan.  It 
was  handled  by  the  bank  in  which  I  was  employed,  but  I  had — 

Senator  Murkowski.  Who  was  involved  in  that  loan? 

Mr.  Denton.  The  documents  reflect  a  Morris  Jackson  handled 
the  paperwork,  and  accepted  and  signed  the  loan  participation. 
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Senator  Murkowski.  Have  we  taken  the  deposition  of  that  gen- 
tleman? 

Mr.  Chertoff.  Of  Marlin  Jackson? 

Senator  Murkowski.  Yes. 

Mr.  Chertoff.  Yes,  we  have,  Senator. 

Senator  Murkowski.  Do  we  have  any 

Mr.  Cole.  Excuse  me?  Morris  Jackson?  I  think  there  is  a  mis- 
understanding here. 

Mr.  Denton.  I  think  Morris  Jackson  is  deceased. 

Mr.  Chertoff.  Obviously,  we  did  not  take  his  deposition. 

Senator  Sarbanes.  I  don't  think  we  took  his  deposition. 

Senator  Murkowski.  Obviously,  we  didn't. 

Mr.  Denton,  let's  get  back,  specifically,  to  the  loan  that  your  bank 
participated  in.  Were  you  at  the  bank  at  that  time? 

Mr.  Denton.  Yes,  sir. 

Senator  Murkowski.  You  knew  of  the  purchase  of  this  loan  from 
Citizens? 

Mr.  Denton.  The  minutes  reflect  that  it  was  reported  in  one 
group  that  I  attended.  I  do  not  specifically  recall  it. 

Senator  Murkowski.  Well,  you  were  the  Senior  Lending  Officer 
at  that  time.  I  assume  as  a  Senior  Lending  Officer  your  responsibil- 
ities were  to  review  the  loans  of  the  bank  and  report  to  the  Board 
of  Directors.  Those  loans  would  be  reflected  in  the  minutes  of  the 
Board  of  Directors. 

Mr.  Denton.  That  is  accurate. 

Senator  Murkowski.  So  are  you  suggesting  you  have  no  knowl- 
edge of  the  purchase? 

Mr.  Denton.  No,  sir.  I  am  suggesting  that  I  was  not  involved  in 
the  origination  of  the  loan,  and  I  do  not  recall  what  documents 
were  supplied  by  the  other  loan  officer. 

Senator  Murkowski.  Your  initials  do  not  appear  on  the  note?  Is 
that  correct? 

Mr.  Denton.  I  am  sorry,  sir? 

Senator  Murkowski.  Your  initials  do  not  appear  anywhere  on 
the  note? 

Mr.  Denton.  That  is  accurate. 

Senator  Murkowski.  Are  you  aware  of  the  $20,000  loan  that  was 
made  for  the  downpayment  by  your  bank? 

Mr.  Denton.  Yes,  sir.  I  was  responsible  for  that. 

Senator  Murkowski.  You  were  responsible  for  that. 

Mr.  Denton.  Yes. 

Senator  Murkowski.  Isn't  it  rather  unusual  that  two  banks 
would  work  together,  and  the  originating  bank  would  not  know 
that  the  purchasing  bank  had  made  a  $20,000  loan  so  that  the 
terms  and  conditions  of  the  downpayment  would  be  met?  Obviously 
your  bank,  Union,  had  knowledge  that  you  were  purchasing  the 
balance  of  the  loan  for  $91,000  from  Citizens  Bank.  Then,  in  order 
for  that  to  qualify,  you  made  a  separate  $20,000  loan  for  a  down- 
payment  on  unimproved  land.  We  all  know  something  about  rural 
banking  and  risks  and  downpayment  and  equity,  and  this  obvi- 
ously was  a  way  to  get  around  that,  was  it  not? 

Mr.  Denton.  I  am  not  sure  what  the  intent  was,  sir.  I  was  not 
involved. 
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Senator  MURKOWSKI.  The  intent  was  to  get  around  the  equity  re- 
quirement. We  all  know  what  equity  is.  Somebody  puts  up  some- 
thing out  of  their  own  pocket.  Between  your  two  banks,  what  you 
folks  did  was  100  percent  financing.  Is  that  not  correct? 

Mr.  Denton.  That  was  the  end  result,  yes. 

Senator  Murkowski.  You  financed  the  entire  purchase  price.  So 
neither  the  Clintons  nor  the  McDougals  had  a  nickel  in  it. 

Mr.  Denton.  That  is  accurate. 

Senator  Murkowski.  Is  that  good  banking  practice? 

Mr.  Denton.  It  could  be.  It  happened  frequently. 

Senator  Murkowski.  It  happened  frequently?  Is  it  good  banking 
practice? 

Mr.  Denton.  I  think  history  would 

Senator  Murkowski.  What  would  the  Examiners  say  if  they 
came  into  your  institution  and  you  said  that  there  was  $20,000  eq- 
uity put  in,  and  they  found  out  that  you  had  loaned  that  equity? 
What  would  they  do  to  that  loan?  Would  they  classify  that  loan? 

Mr.  Denton.  Probably  not,  in  a  bank  of  our  size  and  a  loan  of 
that  size. 

Senator  Murkowski.  How  about  a  bank  like  Citizens? 

Mr.  Denton.  Very  likely,  yes. 

Senator  Murkowski.  They  would  classify  it? 

Mr.  Denton.  Yes. 

Senator  Murkowski.  I  mean,  it  is  no  secret  here,  gentlemen. 
This  was  an  effort  to  make  an  accommodation,  to  get  around  the 
equity  requirement,  and  finance  at  100  percent.  The  two  banks 
split  it  up.  You  know  it  as  well  as  I  do.  Do  you  deny  you  are  sug- 
gesting that  is  prudent  or  regular  banking  practice  you  say  that 
that  is  regular  banking  practice,  appropriate  banking  practice?  You 
did  it  all  the  time? 

Mr.  Denton.  No,  sir,  I  did  not  say  we  did  it  all  the  time. 

Senator  Murkowski.  Well,  when  did  you  do  it  and  when  did  you 
not  do  it? 

Mr.  Denton.  From  11,  12  years  ago,  sir,  I  cannot  cite  incidents. 
Frequently  100  percent  financing  did  occur.  The  20  percent  loan 
that  Union  Bank  made  was  as  a  result  of  a  requirement  that  the 
Bank  of  Flippin  had  for  equity.  I  as  the  handling  loan  officer  was 
not  aware  that  the  Bank  of  Flippin  was  involved  in  that  trans- 
action at  the  time.  I  was  told  at  the  time  that  the  balance  of  the 
purchase  price  would  be  carried  by  the  seller.  Our  loan  was  made 
in  June  1979,  the  $20,000  loan.  The  loan  participation  closed  in 
August  and  sold  to  Union  Bank  some  2  months  later. 

Senator  Murkowski.  Well,  don't  you 

Mr.  Denton.  It  is  entirely  possible  that  the  plan  changed  and 
the  Bank  of  Flippin  made  the  loan,  as  opposed  to  the  seller. 

Senator  Murkowski.  Isn't  it  customary  when  you  initiate  a  par- 
ticipation that  you  disclose  fully  to  the  purchasing  bank  the  cir- 
cumstances surrounding  the  credit,  including  the  appraisal,  finan- 
cial statements,  and  any  other  information?  I  guess  I  would  ask, 
Mr.  Burge,  did  you  know  that  a  $20,000  unsecured  loan  was  made 
by  Citizens  Bank  when  you  sold  them  the  participation? 

Mr.  Burge.  May  I  correct  your  question  for  a  second?  The 
$20,000  loan  was  made  by  Union  National  Bank  and  not  the  Citi- 
zens Bank. 
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Senator  Murkowski.  That  is  correct.  Did  you  know  of  that  loan? 

Mr.  Burge.  No,  sir,  I  did  not. 

Senator  Murkowski.  When  did  you  find  out  that  was  the  equity 
contribution  and  it  was  by  a  loan  by  Citizens? 

Mr.  Burge.  I  read  it  in  the  periodical. 

Senator  Murkowski.  You  read  it  again  in  the  paper. 

Last  question.  The  appraisal,  which  I  believe  you  have  a  copy  of 
at  this  time? 

Mr.  Burge.  Not  yet. 

Senator  Murkowski.  Not  yet? 

Mr.  Burge.  I  can  see  it  on  the  screen. 

Senator  Murkowski.  OK,  well,  is  that  your  signature,  sir?  It  ap- 
pears to  be? 

Mr.  Burge.  Yes,  sir. 

Senator  Murkowski.  It  is  dated  August  7,  1978,  and  it  lists  the 
value  of  the  land  at  $242,000  or  $1,100  an  acre;  is  that  right? 

Mr.  Burge.  Yes,  sir,  that  is  correct. 

Senator  Murkowski.  What  is  that  land  and  what  is  the  value  of 
unimproved  land,  $1,100  an  acre?  Is  it  relative  to  unimproved  land 
or  sales  of  similar  property? 

Mr.  Burge.  That  property,  and  Senator,  we  are  talking  about  18 
years  ago,  in  my  mindset  and  how  we  did  appraisals,  if  you  will 
look  at  that,  that  is  a  one-page  appraisal. 

Senator  Murkowski.  Yep. 

Mr.  Burge.  I  cannot  tell  you  how  I  came  to  the  conclusion  of 
those  terms  or  that  amount. 

Senator  Murkowski.  Did  your  bank  have  a  policy  of  loaning  a 
certain  percent  of  the  value  on  real  estate  loans? 

Mr.  Burge.  Our  bank  basically  looked  at  acquisition  only. 

Senator  Murkowski.  Acquisition. 

Mr.  Burge.  Acquisition  cost. 

Senator  Murkowski.  So  they  were  basically  purchasing  this  for 
$200,000.  You  appraised  it  at  $242,000,  so  you  appraised  it  for 
more  than  acquisition  cost? 

Mr.  Burge.  That  is  correct. 

Senator  Murkowski.  So  you  do  not  always  look  at  acquisition 
cost.  What  percentage  did  you  generally  have  in  your  bank  relative 
to  how  much  value  you  would  loan?  Obviously,  you  had  a  policy  in 
your  bank.  You  did  not  loan  100  percent.  You  loaned  60  percent, 
80  percent.  It  depended  on  whether  it  was  improved  land  or  unim- 
proved land,  is  that  not  correct? 

Mr.  Burge.  Just  again,  basically  most  of  our  real  estate  loans  for 
single-family  housing,  for  farms,  for  lots,  we  did  90  percent  lending 
of  that  during  that  period  of  time. 

Senator  Murkowski.  This  is  unimproved  property,  so  what  was 
your  policy? 

Mr.  Burge.  That  was  90  percent. 

Senator  Murkowski.  So  you  would  go  90  percent  on  either  im- 
proved or  unimproved  land? 

Mr.  Burge.  Exactly. 

Senator  Murkowski.  Both  the  same. 

Mr.  Burge.  If  my  memory  serves  me  correctly. 

Senator  Murkowski.  Boy,  that  is  an  extraordinary  policy  of  leni- 
ency. You  would  not  show  more  favoritism  to  improved  property 
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and  loan  more  than  on  unimproved  property?  That  just  does  not 
make  sense. 

Mr.  Burge.  We  were  in  a  period,  we  were  a  new  bank,  we  were 
trying  to  grow  our  bank.  We  were  trying  to  cultivate  customers. 
Our  policies  may  have  been  a  little  more  lenient  at  that  time,  but 
that  is  what  made  us  grow. 

Senator  Murkowski.  So  this  was  not  something  that  was  un- 
usual. This  was  your  general  policy.  You  would  loan  up  to  90  per- 
cent whether  it  was  improved  or  unimproved? 

Mr.  BURGE.  We  did  it  to  every  customer. 

Senator  MURKOWSKI.  Well,  I  will  not  go  into  the  consequences  of 
that,  but  I  would  like  to  ask  Mr.  Denton,  what  was  your  lending 
policy  on  unimproved  and  improved  property?  You  are  a  senior 
loan  officer  and  you  had  this  credit  and  this  appraisal  available. 
Did  you  have  the  same  policy  regarding  what  you  loan  on  improved 
land,  vis-a-vis,  unimproved  land? 

Mr.  Denton.  As  a  policy,  50  percent  would  have  been  the  estab- 
lished policy,  without  considerations  to  the  net  worth  and  repay- 
ment ability  of  the  borrower. 

Senator  MURKOWSKI.  Fifty  percent  on  unimproved  property? 

Mr.  Denton.  Yes. 

Senator  MURKOWSKI.  Then  explain  to  me,  one  more  time,  why  in 
this  case  you  went  far  beyond  that.  Maybe  you  did  not  know  where 
the  $20,000  came  from.  Well,  you  knew  where  the  $20,000  came 
from.  You  knew  that  the  equity  was  borrowed,  so  you  did  not  follow 
your  standard  lending  practice  of  lending  50  percent  of  value.  In 
this,  it  was  100  percent.  It  was  the  purchase  price. 

Mr.  Denton.  Yes,  sir.  We  did  not  apply  our  normal  lending 
standards.  This  was  a  correspondent  banking  relationship.  We  had 
an  agreement  from  the  selling  bank  that  our  bank  would  be  repaid 
first,  so  really  we  had  a  50  percent  loan  on  this  transaction,  actu- 
ally less  than  50  percent  advanced  against  the  collateral. 

Senator  MURKOWSKI.  Well,  if  you  look  at  the  collateral,  do  you 
agree  that  it  was  worth  $242,000? 

Mr.  Denton.  $230  per  acre  for  river  front  property  in  that  area 
was  certainly  conceivable  at  that  time.  There  have  been  a  number 
of  projects  that  have  been  quite  successful  in  selling  off  raw  acre- 
age to  investors  who  would  buy  it  for  future  retirement  purposes. 

The  payments  on  an  acquisition  of  land  of  this  price  was  very 
modest  and  it  was  done  frequently.  McDougal  had  been  very  suc- 
cessful in  prior  years  in  doing  this  on  other  parcels.  So  it  did  not 
really  shock  me. 

Senator  Murkowski.  This  was  given  a  value  of  $1,100  an  acre. 

Mr.  Denton.  I  believe  it  was  $1,100  acres  valued  at  $230  an 
acre.  I  could  be  in  error.  I  have  not  seen  this  appraisal  prior  to  it 
just  being  handed  to  me. 

The  Chairman.  Mr.  Patterson,  before  we  go 

Mr.  Patterson.  I  believe  it  is  $1,100. 

The  Chairman.  Wasn't  it  200  acres  at  $1,100  an  acre? 

Mr.  Patterson.  It  was  230  acres  at  $1,100  an  acre. 

Mr.  Denton.  I  stand  corrected.  I  had  not  seen  the  document. 

The  Chairman.  So  it  was  $1,100. 
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Senator  Murkowski.  It  is  on  the  screen  in  front  of  you,  Mr.  Den- 
ton. Do  you  see  that  screen?  That  is  what  I  am  looking  at.  I  guess 
I  am  just  still  curious 

Mr.  Denton.  The  lights  are  so  bright,  I  can't  see  that  screen. 

Senator  Murkowski.  I'm  sorry,  I'd  be  happy  to  give  you  this  one. 

Mr.  Denton.  I  was  given  one.  I  passed  it  on. 

Senator  Murkowski.  That  kind  of  contradicts  your  lending  policy 
if  you  are  saying  $200  to  $300  or  thereabouts  an  acre  and  this  is 
$1,100  an  acre. 

Mr.  Denton.  No,  sir,  it  does  not  contradict  my  statement  about 
our  lending  policy  of  50  percent. 

Senator  Murkowski.  Take  me  through  the  50  percent  one  more 
time  because  you  had  to  share  this  collateral  with  the  other  bank? 

Mr.  Denton.  No,  sir,  we  did  not  have  to  share  it.  Our  loan  was 
for  $91,000  it  was  purchased,  and  it  was  a  collateral  value  of,  ac- 
cording to  the  appraisal,  of  $242,000,  so  that  is  something  less  than 
50  percent. 

Senator  Murkowski.  Something  less  than  50  percent.  But  the 
other  bank  has  $91,000  and  you  have  an  additional  $20,000  that 
you  are  lending  unsecured. 

Mr.  Denton.  Yes,  sir.  We  did  not  have  any  right  to  the  collateral 
on  the  $20,000  unsecured.  That  was  a  policy  loan  based  on  other 
considerations.  We  were  discussing,  as  I  understood  your  question, 
about  our  bank's  policy  regarding  the  lending. 

Senator  Murkowski.  I  am  trying  to  tie  in  this  collateral  with  a 
$91,000  loan  from  your  bank,  another  $91,000  loan  from  the  par- 
ticipating bank,  the  availability  of  having  $242,000  collateral,  and 
your  statement  that  you  would  loan  on  50  percent,  which  is  120, 
but  you  have  to  share  that  with  the  other  bank. 

Mr.  Denton.  No,  sir.  Our  bank  purchased  that  participation  on 
the  basis  that  we  would  be  repaid  first. 

Senator  Murkowski.  So  you  had  first  call  on  all  the  collateral 
and  the  other  bank  was  sitting  there  with  none;  is  that  right? 

Mr.  Denton.  That  was  the  arrangement.  It  is  not  particularly 
uncommon  in  the  correspondent  banking  in  the  sale  of  loan  partici- 
pations. 

Senator  Murkowski.  Yet,  your  bank,  by  making  the  unsecured 
loan,  caused  the  loan  to  conform  to  equity  requirement  and  your 
bank  loaned  the  equity,  $20,000,  unsecured,  as  you  stated,  for 
other  policy  reasons. 

Mr.  DENTON.  I'm  sorry,  I  did  not  hear  the  first  part  of  your  ques- 
tion. I  was  answering  your  last  one. 

Senator  MURKOWSKI.  Well,  let's  try  it  again.  Your  bank  initiated 
the  sale  and  the  development  of  the  loan  because  to  qualify,  some- 
one had  to  make  the  equity  contribution.  In  other  words,  this 
would  not  have  stood  the  scrutiny  of  your  examiners.  There  had  to 
be  an  equity  contribution.  The  other  bank  did  not  know  that  you 
had  made  a  $20,000  unsecured  loan  so  that  the  loan  would  qualify. 
Then  you  sold  a  participation  to  the  other  bank  without  disclosing 
that  there  had  been 

Mr.  Denton.  Sir,  I  am  with  the  purchasing  bank,  Union  Na- 
tional Bank. 

Senator  Murkowski.  You  made  the  $20,000  unsecured  loan. 

Mr.  Denton.  Yes,  sir. 
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Senator  Murkowski.  The  $20,000  unsecured  loan  was  the  equity 
requirement.  Both  banks  were  under  the  assumption  the  $20,000 
made  the  whole  package  qualify.  It  was  an  effort  to  purchase 
roughly  $200,000  worth  of  land  with  an  equity  requirement  of 
$20,000.  So  one  bank  loaned  $20,000  unsecured,  and  then  the  two 
banks  split  a  participation.  The  fact  that  your  bank  initiated  that 
for  policy  reasons  is  perhaps  your  own  business.  But,  it  is  extraor- 
dinary that  you  would  have  two  participating  banks  selling  and 
repurchasing,  with  a  first  in/first  out,  without  full  disclosure  to 
both  banks.  There  is  certainly  an  obligation  to  since,  you  know,  to 
put  this  package  together,  there  had  to  be  an  unsecured  loan  made 
to  the  principals  because  they  did  not  have  the  equity.  That  is 
what  I  find  so  extraordinary.  I  happen  to  know  something  about 
the  banking  business. 

Mr.  Denton.  It  sounds  as  if  you  do,  sir. 

Senator  MURKOWSKI.  I  do.  I  know  what  stands  the  scrutiny  of 
Federal  examiners,  State  examiners,  board  of  directors,  and  what 
is  regular  and  irregular.  I  am  just  going  to  put  it  in  general  terms. 
You  know,  the  way  this  loan  was  structured  was  an  extraordinary 
convenience  to  the  borrowers.  Would  you  acknowledge  that? 

Mr.  Denton.  Yes,  sir,  it  was  a  policy  loan  from  the  standpoint 
of  Union  National  Bank. 

Senator  Murkowski.  The  fact  that  there  was  not  the  disclosure 
to  Madison,  no  excuse  me,  Union,  and  no  disclosure  to  Citizens  or 
back  and  forth  in  any  event,  you  know  who  you  are,  is  disturbing 
to  this  Committee.  It  clearly  shows  in  the  light  of  day,  that  there 
was  an  extraordinary  accommodation  made  to  qualify  it  by  lending 
$20,000  unsecured,  to  the  McDougals  and  the  Clintons.  I  assume 
your  rate  was  10  percent  which  was  the  maximum  allowable  at 
that  time  under  the  usury.  You  could  not  have  a  floating  rate  or 
an  adjustable  rate  loan.  Is  that  not  correct? 

Mr.  Denton.  We  could  have  had  a  floating  rate  or  an  adjustable 
rate,  but  it  could  not  have  exceeded 

Senator  Murkowski.  My  last  question  is,  can  you  enlighten  me 
as  to  why  this  loan  was  made.  Why  was  this  extraordinary  accom- 
modation made?  Was  it  because  of  the  borrowers? 

Mr.  Denton.  Yes,  at  least  one  of  the  borrowers. 

Senator  MURKOWSKI.  Which  one? 

Mr.  Denton.  Bill  Clinton. 

Senator  Murkowski.  All  right.  Thank  you. 

The  Chairman.  Senator  Sarbanes. 

Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  If  I  understand  your  testimony,  Mr.  Denton, 
your  bank  was  protected  because  you  had  a  first  out  on  the  loan. 
Essentially,  the  securitization  of  the  loan  was  more  than  adequate 
to  cover  the  loan  amount  from  your  bank  as  participating  bank? 

Mr.  Denton.  Sir,  again,  I  was  not  involved  in  the  direct  negotia- 
tions of  that  participation  transaction.  Documents  within  Union 
Bank  reflected  that  that  loan  participation  was  sold  or  purchased 
on  the  same  basis  as  was  standard  policy,  that  the  purchasing 
bank  would  be  out  first,  and  that  statement  was  recorded  in  the 
loan  application,  as  I  recall.  It  was  submitted  to  the  Directors  Loan 
Review  Committee  at  Union  Bank. 
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Mr.  Ben-Veniste.  Your  bank  was  how  many  miles  away  from 
Mr.  Burge's  bank? 

Mr.  Denton.  I  am  sorry,  sir,  I  do  not  recall  ever  having  been  to 
Flippin,  Arkansas.  I  may  have  passed  through,  however. 

Mr.  Ben-Veniste.  Over  100  miles  away? 

Mr.  Denton.  Yes,  sir,  certainly  over  100  miles,  I  believe. 

Mr.  Ben-Veniste.  The  value  of  the  real  estate  in  that  area  would 
be  more  within  the  expertise  of  the  Flippin  Bank,  would  it  be  fair 
to  say? 

Mr.  Denton.  That  is  certainly  fair  to  say. 

Mr.  Ben-Veniste.  You  certainly  do  not  sit  here  thinking  that  you 
have  a  recollection  of  what  waterfront  or  other  undeveloped  prop- 
erty in  Northern  Arkansas  was  valued  at  18  years  ago? 

Mr.  Denton.  No,  sir. 

Mr.  Ben-Veniste.  As  far  as  you  were  concerned,  it  was  a  pru- 
dent loan  from  your  bank's  point  of  view,  and  in  view  of  the  ar- 
rangements that  you  have  testified  about  in  terms  of  the 
securitization.  Is  that  fair  to  say? 

Mr.  Denton.  No,  sir,  I  do  not  recall  saying  that  I  thought  it  was 
a  prudent  loan.  I  did  not  make  an  issue  of  it.  I  accepted  it  and  I 
based  that  acceptance  on  accommodation  arrangements. 

Mr.  Ben-Veniste.  Your  bank  was  well  secured  under  the  accom- 
modation arrangements? 

Mr.  Denton.  I  felt  we  were  not  unduly  at  risk. 

Mr.  Ben-Veniste.  Now  let's  talk  about  what  you  do  not  know, 
but  are  willing  to  offer  opinions  about.  That  is,  in  response  to  Sen- 
ator Faircloth's  questions  regarding  whether  there  were  favors  ex- 
changed as  the  result  of  a  fundraiser  held  at  Madison  Guaranty 
Savings  &  Loan  back  in  1985.  Let  me  ask  you  whether  you  have 
any  firsthand  knowledge  about  the  leasing  procedures  at  the 
ADFA,  the  bidding  process  that  resulted  in  the  leasing  of  retail 
space  in  1985  by  an  Arkansas  State  agency  of  Madison  Guaranty? 

Mr.  Denton.  I  have  no  knowledge. 

Mr.  Ben-Veniste.  You  have  no  knowledge  whatsoever  with  re- 
spect to  the  bidding  process,  the  criteria  that  was  employed,  the 
rate  that  was  asked,  the  space  requirements  of  the  agency?  You 
know  nothing  about  this,  isn't  that  so? 

Mr.  Denton.  I  had  exposure  in  other  incidents  involving  State 
leases  but  for  the  Arkansas  Housing  Authority  I  had  none,  sir. 

Mr.  Ben-Veniste.  You  were  asked  about  whether  there  was 
some  kind  of  an  arrangement  whereby  a  lease,  which  happened  to 
be  entered  into  a  year  before  the  fundraiser,  had  something  to  do 
with  favoritism,  Mr.  Denton.  That  was  the  question  put  to  you. 
And  I  want  to  explore,  other  than  your  relationship  with  the  Inde- 
pendent Counsel's  Office,  your  relationship  with  the  facts  as  you  sit 
here  and  give  your  opinion. 

My  question  is  whether  you  have  any  knowledge  whatsoever  of 
what  the  requirements  were  for  the  lease,  the  bidding  process,  the 
amount  of  space  involved,  the  length  of  the  lease,  the  amount 
charged  for  the  lease? 

Mr.  Denton.  I  have  no  knowledge. 

Mr.  Ben-Veniste.  Mr.  Patterson,  let  me  ask  you  about  some 
questions  that  have  been  raised  with  respect  to  loans  made  to  de- 
velopers in  recent  history  in  Arkansas,  back  in  the  late  seventies. 
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Is  it  not  the  case  that  there  were  instances  with  which  you  are  gen- 
erally familiar  where  more  than  100  percent  of  the  purchase  price 
of  property  was  reflected  in  loans  made  to  developers? 

Mr.  Patterson.  Yes. 

Mr.  Ben-Veniste.  Can  you  explain  why  that  was? 

Mr.  Patterson.  Well,  to  explain  each  loan,  you  would  have  to 
look  at  each  loan,  but  in  general,  there  would  be  a  lot  of  develop- 
ment costs,  such  as  surveys,  abstract  work.  A  lot  of  times  you 
would  have  to  put  in  electricity.  We  have  a  misunderstanding  on, 
you  know,  we  have  raw  land,  but  if  you  have  a  lot  in  the  middle 
of  Dallas,  Texas,  and  you  make  somebody  a  loan  for  a  Holiday  Inn 
on  it,  obviously  you  might  lend  them  more  than  the  lot's  value.  So 
I  think  you  have  asked  me  a  very  broad,  open  question,  and  I  have 
answered  it  sort  of.  If  you  want  to  specific  something,  well,  maybe 
you  would  come  at  me  that  way. 

Mr.  Ben-Veniste.  At  the  time,  individuals  such  as  Mr.  Wade  and 
Mr.  McDougal  had  a  track  record  in  terms  of  development.  You 
were  familiar  with  the  fact  that  these  kind  of  developers  in  North- 
ern Arkansas  were  able  to  borrow  100  percent  and  sometimes  more 
of  the  purchase  price  of  raw  land  that  they  were  going  to  develop 
and  sell  out  in  parcels.  That  is  all  I  am  asking. 

Mr.  Patterson.  Yes,  sir. 

Mr.  Ben-Veniste.  So  that  mystery,  at  least  in  terms  of  Northern 
Arkansas  in  1978,  loan  appraisal  of  purchase  price  to  the  amount 
of  the  loan  was  not  that  unusual,  and  maybe  we  have  covered  that 
area  now. 

Mr.  Proctor,  because  these  loans  were  rolled  over  on  an  annual 
basis,  or  sometimes  even  shorter  than  an  annual  basis,  we  have 
heard  that  the  first  loan  was  made  for  a  6-month  duration,  but  in 
view  of  that,  was  it  the  case,  in  your  experience,  that  borrowers  fre- 
quently did  not  submit  updated  financial  statements  every  time  the 
loan  was  rolled  over,  although  that  might  have  been  a  technical  re- 
quirement? 

Mr.  Proctor.  That  is  correct. 

Mr.  Ben-Veniste.  Could  you  estimate  the  percentage  of  the  loans 
back  in  the  mid-1980's  that  First  Ozark  had  in  its  portfolio  that 
were  undocumented  to  the  extent  of  not  having  fully  updated  finan- 
cial accompanying  the  loan  portfolio? 

Mr.  Proctor.  During  that  time,  somewhere  around  40  percent. 

Senator  Sarbanes.  Forty  percent,  did  you  say? 

Mr.  Proctor.  Yes,  sir. 

Mr.  Ben-Veniste.  I  take  it,  you  would  do  your  best  to  try  to  keep 
those  portfolios  current  but  given  the  fact  that  these  were  all  short 
term  rollovers,  it  was  not  unusual  for  there  not  to  be  up-to-the- 
minute  updating  on  financials.  Is  that  correct? 

Mr.  Proctor.  That  is  correct.  And  40  percent  is  in  dollar  amount 
of  loans,  not  in  numbers,  for  the  record. 

Mr.  Ben-Veniste.  Now  at  your  bank,  what  was  the  risk  rate  as- 
sociated with  what  we  have  been  calling  the  Whitewater  Develop- 
ment loan? 

Mr.  Proctor.  The  time  I  worked  on  it,  it  was  risk  rated  a  three. 

Mr.  Ben-Veniste.  What  period  of  time  was  that? 

Mr.  Proctor.  From  1983  until  the  time  it  paid  off. 

Mr.  Ben-Veniste.  Can  you  tell  us  what  a  three  rating  signified? 
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Mr.  Proctor.  The  standard  loan  with  normal  risk. 

Mr.  Ben-Veniste.  This  is  three,  six  is  the  top? 

Mr.  Proctor.  That  is  correct. 

Mr.  Ben-Veniste.  And  what  percentage 

Senator  Sarbanes.  Is  six  the  worst? 

Mr.  Proctor.  Six  would  be  the  worst. 

Senator  Sarbanes.  So  six  would  be  the  worst,  and  one  would  be 
the  best? 

Mr.  Proctor.  Yes,  sir. 

Senator  Sarbanes.  OK. 

Mr.  Ben-Veniste.  At  the  relevant  times,  could  you  say,  associ- 
ated with  your  familiarity  with  this  loan,  what  percentage  of  the 
bank's  loan  portfolio  would  have  been  in  the  three  category,  the 
same  as  the  Whitewater  loan? 

Mr.  Proctor.  Now  or  then,  either  one,  it  averages  around  80 
percent,  85  percent. 

Mr.  Ben-Veniste.  So  the  Whitewater  loan  was  carried,  in  terms 
of  its  risk,  along  with  the  vast  majority  of  the  loans  covered  in  the 
bank's  portfolio? 

Mr.  Proctor.  Yes,  sir. 

Senator  Sarbanes.  These  would  not  be  loans  in  which  default 
was  contemplated.  These  would  be  normal  loans  at  normal  risk.  Is 
that  correct? 

Mr.  Proctor.  Correct. 

Mr.  Ben-Veniste.  Now  the  officers  of  the  loan  committee  voted 
unanimously  to  renew  the  loan  in  1987.  Is  that  correct? 

Mr.  Proctor.  Yes,  sir. 

Mr.  Ben-Veniste.  And  at  that  time,  is  it  fair  to  say  that  neither 
Mr.  or  Mrs.  Clinton  was  involved  in  the  process  as  far  as  dealing 
with  your  bank? 

Mr.  Proctor.  At  that  time,  yes. 

Mr.  Ben-Veniste.  When  did  you  first  come  in  contact  directly 
with  Mr.  or  Mrs.  Clinton? 

Mr.  Proctor.  Well,  I  have  never  spoken  to  Mr.  Clinton  any  time 
during  the  loan  process.  I  have  met  Mr.  Clinton  a  couple  times,  but 
never  discussed  the  loan.  The  person  that  I  spoke  to,  Mrs.  Clinton, 
I  spoke  to  her  in  early  1990  approximately. 

Mr.  Ben-Veniste.  In  what  connection  was  that? 

Mr.  Proctor.  Financial  statements  or  renewal  of  the  loan.  We 
had  a  conversation  about  that  on  the  telephone  about  two  different 
occasions. 

Mr.  Ben-Veniste.  Let  me  put  in  front  of  you  the  personal  finan- 
cial statement  of  Mr.  and  Mrs.  Clinton  that  was  submitted  in  1987, 
I  believe.  It  is  in  your  package.  Do  you  have  it  in  front  of  you? 

Mr.  Proctor.  Yes,  sir.  March  8,  1987. 

Mr.  Ben-Veniste.  Right.  There  has  been  quite  a  lot  of  discussion, 
some  of  it  highly  inaccurate,  in  the  popular  press  and  other  publi- 
cations about  this  particular  statement,  so  I  would  like  to  take  you 
through  it. 

Mr.  Proctor.  OK. 

Mr.  Ben-Veniste.  This  statement  is  dated  March  1987;  correct? 

Mr.  Proctor.  Correct. 

Mr.  Ben-Veniste.  It  was  received  by  your  bank;  correct? 

Mr.  Proctor.  Yes,  on  March  26th. 
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Mr.  Ben-Veniste.  It  purports  to  be  a  statement  of  condition  as 
of  March  8,  1987. 

Mr.  Proctor.  Yes,  sir. 

Mr.  Ben-Veniste.  Now  the  total  amount  of  assets  and  notes,  real 
estate  assets  and  notes  receivable  was  $100,000.  Is  that  correct?  I 
am  looking  under  the  assets  column.  Within  that  column,  you  see 
in  accounts  or  notes  receivable  of  $50,000? 

Mr.  Proctor.  Yes. 

Mr.  Ben-Veniste.  Real  estate  partial  interest  $50,000? 

Mr.  Proctor.  Oh,  OK.  I  see  where  you  are  looking,  yes. 

Mr.  Ben-Veniste.  Now  would  you  take  that  to  mean  combined 
interest,  the  interest  in  the  Whitewater  project,  if  you  had  made 
such  an  assessment  at  the  time? 

Mr.  Proctor.  I  reviewed  this  statement  at  that  time,  but  did  not 
make  that  assessment. 

Mr.  Ben-Veniste.  OK.  As  we  look  at  it  now  in  terms  of  the 
Whitewater  investment,  as  an  asset  on  a  financial  statement.  If  we 
look  at  that  combined  total,  as  perhaps  the  total  amount,  that  is 
either  $50,000  or  $50,000  plus  some  figure,  because  real  estate  is 
listed  at  $50,  and  accounts  and  notes  receivable  are  listed  at  $50, 
which  could  mean  amounts  sold  off  or  property  sold  off  of  that  in- 
vestment and  the  like. 

Then  we  look  at  the  other  side,  the  second  page.  Do  you  remem- 
ber, and  this  is  not  meant  to  trip  you  up,  and  it  is  not  a  trivia 
question,  but  was  this  a  two-sided  form  or  two  separate  pages,  if 
you  recall? 

Mr.  Proctor.  I  remember  it  being  a  front  and  back,  1-page  form. 

Mr.  Ben-Veniste.  There  is  a  pretty  good  indication  by  the  fact 
that  at  the  top  of  the  second  page,  it  says,  "both  sides  of  this  state- 
ment must  be  completed"  indicating  it  is  a  two-sided  document? 

Mr.  Proctor.  Yes,  sir. 

Mr.  Ben-Veniste.  Now  if  we  look  at  the  debt  due  to  banks,  sav- 
ings and  loans,  finance  companies,  or  others  on  that  second  page, 
we  see  that  an  amount  of  $70,000  is  indicated. 

Mr.  Proctor.  Yes,  sir,  I  see  it. 

Mr.  Ben-Veniste.  If  you  applied  that  amount  to  the  $100,000 
that  I  predicate  for  a  valuation  of  Whitewater,  both  in  terms  of  the 
real  estate  and  notes  receivable,  that  would  leave  a  net  valuation 
in  what  amount? 

Mr.  Proctor.  Thirty  thousand  dollars. 

Mr.  Ben-Veniste.  That  would  be  the  $30,000  for  the  Whitewater 
investment.  How  much  was  outstanding  on  your  loan  to  the  Clin- 
tons and  McDougals  at  that  time  ? 

Mr.  Proctor.  In  March  1987,  I  do  not  have  that.  In  January 
1987,  it  was  $53,000  it  looks  like,  no,  $52,135.80. 

Mr.  Chertoff.  In  a  sense,  this  $70,000,  if  it  reflects  your  loan, 
it  says  First  National  Bank  of  Ozark;  right? 

Mr.  Proctor.  Correct. 

Mr.  Ben-Veniste.  You're  pretty  sure  of  what  the  amount  was. 
This  looks  like  it's  a  very  conservative  list  of  the  amounts  outstand- 
ing in  terms  of  debits. 

Mr.  Proctor.  Yes. 
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Mr.  Ben-Veniste.  A  financial  statement.  It  would  appear  to  you, 
would  it  not,  that  the  valuation,  both  in  terms  of  the  real  estate 
and  subtracting  the  loans  outstanding,  was  pretty  conservative? 

Mr.  Proctor.  I  would  agree. 

Mr.  Ben-Veniste.  It's  certainly  not  an  inaccurate  representation 
of  the  situation,  as  to  the  interest  in  the  Whitewater  investment. 

Mr.  Proctor.  Right. 

Mr.  Ben-Veniste.  I  see  my  red  light  is  on,  Mr.  Chairman. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Mr.  Denton,  I  just  want  to  summarize  with  you  or  make  sure  I 
understand  your  point  of  view  on  this,  and  then  move  on  in  time. 
You  indicated  to  Senator  Murkowski  that  this  initial  loan,  this 
$20,000  loan  which,  unbeknownst  to  the  people  at  Citizens  Bank, 
was  actually  the  source  of  the  downpayment,  was  given  to  the 
McDougals  and  the  Clintons  because  the  owner  had  passed  down 
word  through  a  lobbyist,  a  bank  lobbyist,  that  he  wanted  to  have 
Bill  Clinton  get  the  loan.  That's  essentially  correct;  right? 

Mr.  Denton.  Yes. 

Mr.  Chertoff.  You  were  also  asked,  was  this  loan  later  treated 
like  other  loans.  I  wasn't  sure  I  got  your  answer.  Was  this  loan 
later  treated  like  other  loans? 

Mr.  Denton.  I  believe  Mr.  Ben-Veniste  asked  me  if  the  loan  was 
performing  and  if  it  was  satisfactory,  and  I  indicated  that  it  was 
not  satisfactory. 

Mr.  Chertoff.  What  was  unsatisfactory  about  it? 

Mr.  Denton.  The  loan  matured  without  payment. 

Mr.  Chertoff.  Was  the  loan  called  at  that  point? 

Mr.  Denton.  No,  it  was  not. 

Mr.  Chertoff.  Why  not? 

Mr.  Denton.  For  the  same  reasons  it  was  granted. 

Mr.  Chertoff.  Which  is  what? 

Mr.  Denton.  A  policy  loan. 

Mr.  Chertoff.  When  you  say  a  policy  loan,  you  mean? 

Mr.  Denton.  It  was  an  accommodation  to  one  of  the  borrowers. 

Mr.  Chertoff.  You  mean  a  favor? 

Mr.  Denton.  Right.  I'm  not  accustomed  to  using  that  word  in  the 
extension  of  credit,  but  one  could. 

Mr.  Chertoff.  Then  the  next  time  the  extension  came  due,  there 
was  another  accommodation  made  to  the  borrower? 

Mr.  Denton.  As  I  recall,  after  the  first  maturity,  there  were  seri- 
ous discussions  and  urging  by  me  to  effect  a  reduction. 

Mr.  Chertoff.  What  happened? 

Mr.  Denton.  There  were  none  for  some  period  of  time. 

Mr.  Chertoff.  Then  eventually  they  wound  up  taking  money 
from  some  other  source  and  paying  out  the  loan;  right? 

Mr.  Denton.  Yes,  the  loan  was  liquidated. 

Mr.  Chertoff.  That  happens  to  coincide  with  the  point  at  which 
Mr.  McDougal  was  coming  back  to  your  bank  to  ask  for  a  loan  to 
buy  the  Bank  of  Kingston? 

Mr.  Denton.  That's  what  I  recall,  yes,  sir. 

Mr.  Chertoff.  So  it's  fair  to  say  in  kind  of  layman's  terms  that 
the  bank  was  kind  of  strung  along  on  this  loan  until  Mr.  McDougal 
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finally  needed  to  come  in  for  more  money  for  the  next  venture,  and 
then  he  found  some  way  to  pay  it  off? 

Mr.  Denton.  I  did  not  use  the  word  strung  along. 

Mr.  Chertoff.  It's  my  word,  but  is  the  concept  right? 

Mr.  Denton.  Yes. 

Mr.  Chertoff.  In  response  to  Mr.  Ben-Veniste's  question  about 
the  housing  lease,  you  said  that  you  had  some  exposure  to  other 
leases.  What  would  those  leases  be? 

Mr.  Denton.  While  at  Union  Bank,  I  had  occasions  to  review 
leases  from  State  agencies  or  Federal  agencies  that  were  located  in 
the  Union  Bank  Building  which  was  owned  by  Union  Bank.  In  ad- 
dition, I  frequently  extended  credit  to  other  entities  that  owned 
buildings  that  negotiated  State  leases  with  various  departments.  I 
had  a  personal  friendship  at  one  time  with  an  entity  that  was  head 
of  the  buildings,  I  believe  it  was  referred  to  as  the  Director  of  State 
Buildings  for  the  State.  So  I  had  some  exposure  to  leases.  I  knew 
it  was  quite  lucrative  to  various  landlords,  particularly  in  the  office 
building  arena,  to  negotiate  leases  with  agencies,  State  agencies,  as 
well  as  Federal  agencies. 

Mr.  Chertoff.  That's  because  when  you  get  a  State  agency  as 
a  tenant,  you  know  the  tenant  is  there,  can  pay  the  rent,  and  isn't 
going  to  go  bankrupt? 

Mr.  Denton.  It's  a  desirable  tenant,  yes,  sir. 

Mr.  Chertoff.  You  also  indicated  earlier,  I  think  in  response  to 
Senator  Faircloth's  question,  that  there  were  certain  people  that 
you  regarded  as  Mr.  Clinton's  emissaries.  I  think  that  was  your 
term.  Who  did  you  mean  by  that? 

Mr.  Denton.  I  don't  have  any  particular  individuals  identified. 
Most  of  the  staff  members.  I  know  that  Jim  McDougal  certainly 
served  in  that  capacity  at  one  time.  Steve  Smith  served  in  that  ca- 
pacity at  one  time.  Both  of  those  parties  I  had  rather  extensive 
dealings  with. 

We  extended  the  loan  to  another  staff  member.  I  don't  recall  his 
name.  It  was  for  the  purchase  of  a  condominium  in  Little  Rock, 
when  he  first  moved  to  Arkansas  to  serve  on  Clinton's  first  staff. 
So  there  were  a  number  of  those  individuals  that  would  run  er- 
rands for,  and  that  certainly  was  not  unique  to  the  Clinton  admin- 
istration, it  was  common  practice  in  my  experience. 

Mr.  Chertoff.  Now,  Mr.  Ritter,  I  want  to  turn  to  you  and  pick 
up  on  this  notion  of  this  interest  funding  loan,  because  this  is  an- 
other situation  where  someone  raised  the  question  earlier  about 
whether  these  loans  were  paid  off.  That  of  course  begs  the  ques- 
tion, because  the  real  question  is  what  were  they  paid  off  with. 
Was  this  a  situation  of  essentially  borrowing  from  Peter  to  pay 
Paul,  a  kind  of  endless  chain  which  is  like  somebody's  called  it  a 
daisy  chain  or  something  like  that. 

So  let  me  ask  you,  Mr.  Ritter,  to  focus  your  attention  on  one  of 
the  documents  in  your  package.  It  is  a  loan  document  on  Citizens 
Bank  and  Trust  Company,  Loan  Number  10295,  date  November  1, 
1982,  for  $20,000.  If  you  look  at  the  screen,  you  may  see  what  the 
document  is. 

Mr.  Ritter.  I  have  it. 

Mr.  Chertoff.  It  says  the  purpose  of  the  loan  is  advance  of 
funds  for  the  Whitewater  Development  Company.  Is  this  a  loan 
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that  you  later  learned  or  realized  was  essentially  being  used  to  pay 
the  interest  on  that  original  note? 

Mr.  RiTTER.  I  honestly  am  not  sure  at  this  point. 

Mr.  Chertoff.  Well,  let  me  refresh  your  memory.  Let  me  go  to 
your  deposition  at  page  86.  Can  we  get  a  copy  of  the  deposition  to 
the  witness.  I  think  you  may  have  it  there.  At  page  86,  at  the  very 
top — do  you  have  it? 

Mr.  Ritter.  No.  Just  a  second.  I  do. 

Mr.  Chertoff.  At  the  very  top,  it  says: 

Question:  What  do  you  recall  of  the  interest  funding  loan,  the  $20,000  loan  that 
was  made  on  November  1,  1982? 

Answer:  Well,  I'm  not  sure  how  much  I  recall.  I  recall  some  things  in  general.  I'm 
not  sure  that  at  first  it  was  called  an  interest  funding  loan.  I  thought  it  was  some 
additional  funds  they  needed  for  something  initially  and  then  later  on  I  think  it 
turned  into  basically  to  pay  the  interest  in  our  original  note. 

That's  accurate? 

Mr.  Ritter.  Yes,  it  is.  Prior  to  this  time,  there  had  been  a  re- 
quest by  Jim  McDougal  of  myself,  and  I  can't  tell  you  how  much 
before  that,  and  it  was  basically  he  was  requesting  some  funds  for 
something  different.  I  turned  it  down  very  quickly,  simply  saying, 
Jim  you're  just  really  not  one  of  our  customers  and  you  have  a 
bank  of  your  own  and  you  have  your  own  sources  through  your  cor- 
respondent banks,  and  let  it  go  at  that.  And  it  was  basically  for  the 
same  amount,  the  same,  around  $20,000. 

Mr.  Chertoff.  Then  he  came  back  and  got  this  loan  as  an  ad- 
vance for  Whitewater  Development.  And  as  you  say  in  your  deposi- 
tion, essentially  that  was  used  to  pay  the  interest  on  the  note? 

Mr.  Ritter.  That's  correct. 

Mr.  Chertoff.  So  you  understood,  at  this  time,  that  there  was 
a  cash  flow  problem  here,  and  that  Whitewater  was  having  trouble 
making  its  payments  on  the  note.  In  fact,  you  later  learned  they 
had  actually  borrowed  money  in  order  to  pay  off? 

Mr.  Ritter.  That's  correct. 

Mr.  Chertoff.  Wasn't  it  Chris  Wade,  the  real  estate  broker,  who 
also  came  in?  He  kind  of  pushed  you  a  little  bit  to  make  this  loan? 

Mr.  Ritter.  That's  correct. 

Mr.  Chertoff.  Now,  Mr.  Ritter,  would  you  agree  that  during  the 
period  you  were  at  Citizens  Bank,  you  had  a  recurrent  problem  get- 
ting financial  statements  from  the  Clintons? 

Mr.  Ritter.  Yes,  sir. 

Mr.  Chertoff.  Was  that  a  matter  of  concern  for  you? 

Mr.  Ritter.  It  was  always  a  matter  of  concern  to  finish  the  docu- 
mentation on  notes,  and  basically  we  seemed  to  have  an  ongoing 
problem  with  that. 

Mr.  Chertoff.  Did  you  try,  did  you  urge  them,  either  directly  or 
indirectly,  to  provide  you  with  that  information? 

Mr.  Ritter.  Yes,  sir. 

Mr.  Chertoff.  And  were  they  responsive? 

Mr.  Ritter.  It  always  took  awhile.  You  would  call  and  everybody 
would  say,  yes,  we'll  get  that  to  you.  Eventually  some  of  the  things 
did  come,  and  we  had  the  things  signed  and  they  did  come  in. 

Mr.  Chertoff.  So  there  were  delays  and  hassles  getting  those 
statements;  right? 

Mr.  Ritter.  Yes,  sir. 
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Mr.  Chertoff.  Citizens  Bank  eventually  became  First  Ozark 
Bank  and  then  part  of  Twin  Cities,  Mr.  Proctor? 

Mr.  Proctor.  Yes,  sir. 

Mr.  Chertoff.  Mr.  Dewey,  you  worked  at  what  originated  as  Mr. 
Burge's  bank  and  Mr.  Ritter's  bank,  and  then  you  became  involved 
with  Mr.  Dewey  and  Mr.  Proctor;  right? 

Mr.  Dewey.  Yes,  sir. 

Mr.  Chertoff.  So  we  have  the  flow.  Mr.  Dewey,  would  you  agree 
with  me  that  this  loan,  this  Whitewater  loan,  was  a  nuisance  and 
was  continually  past  due  at  the  bank? 

Mr.  Dewey.  As  I  remember  it,  sir,  yes. 

Mr.  Chertoff.  It  was  something  that  was  discussed  at  the  bank? 

Mr.  Dewey.  Yes,  sir. 

Mr.  Chertoff.  Mr.  Proctor,  you  would  agree  with  that;  right? 

Mr.  Proctor.  No,  I  would  not,  because  I  personally  handled  the 
loan  and  Mr.  Dewey  did  not.  So  he  saw  it  from  the  outside,  yes, 
the  outside  looking  in,  and  I  guess  he  saw  what  I  was  doing,  and 
he  thought  maybe  that  was  a  burden  to  me.  But  I  did  not  see  it 
that  way.  I  thought  it  was  very  typical  of  the  loans  that  we  had 
at  that  time,  during  that  period  in  the  economy. 

Mr.  Chertoff.  Let  me  go  step  by  step.  Mr.  Dewey,  there  were 
difficulties  getting  the  financial  statements  necessary  to  document 
the  file? 

Mr.  Dewey.  Yes,  sir. 

Mr.  Chertoff.  Do  you  agree  with  that,  Mr.  Proctor? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  As  a  matter  of  fact,  it  was  something  that  was 
discussed  because  there  was  particular  sensitivity  that  this  was  a 
loan  in  which  the  Governor  was  a  participant;  right,  Mr.  Dewey? 

Mr.  Dewey.  Yes,  sir. 

Mr.  Chertoff.  Is  that  right,  Mr.  Proctor? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  As  a  matter  of  fact,  this  was  discussed  at  a  meet- 
ing of  the  Board  of  Directors  of  the  bank  at  one  point;  isn't  that 
correct,  Mr.  Proctor? 

Mr.  Proctor.  I  do  not  recall  any  Board  meetings  where  we  dis- 
cussed the  loan  or  documentation  per  se.  We  discussed  documenta- 
tion on  all  of  our  loans  in  meetings,  but  this  one  was  not  singled 
out  as  a  loan. 

Mr.  Chertoff.  Well,  was  there  a  discussion — maybe  not  with  the 
Board  of  Directors,  but  was  there  a  discussion  with  Ed  Penick  and 
Susan  Sisk?  Who  are  Ed  Penick  and  Susan  Sisk? 

Mr.  Proctor.  Ed  Penick  was  President  of  Twin  City  Bank  at 
that  time,  and  also  Chairman  of  the  Board  at  First  Ozark  National 
Bank.  Susan  Sisk  was  a  lender  at  Twin  City  Bank  who  assisted  us 
at  our  bank  as  well.  The  discussion  with  Mr.  Penick  involved  his 
help  in  getting  a  financial  statement  from  both  the  Clintons  and 
McDougals,  but  primarily  the  Clintons. 

Mr.  Chertoff.  Mr.  Proctor,  would  you  agree  that  there  was  dis- 
cussion with  Mr.  Penick  about  the  fact  that  there  was  a  problem 
with  documentation  and  perhaps  the  need  to  have  someone  contact 
Hillary  Clinton  directly  about  it? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  That's  your  recollection,  as  well,  Mr.  Dewey? 
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Mr.  Dewey.  Yes,  sir. 

Mr.  Chertoff.  As  a  matter  of  fact,  Mr.  Proctor,  that  in  1987, 
there  was  a  concern  about  an  unwillingness  to  continue  to  extend 
this  note  if  you  didn't  get  new  financials,  if  all  proceeds  were  not 
applied  to  the  note,  and  that  all  the  contracts  for  sale  were  to  be 
maintained  at  the  bank? 

Mr.  Proctor.  There  were  concerns  with  all  of  our  loans  lacking 
financial  statements,  yes,  sir. 

The  Chairman.  Pull  that  microphone  up  in  front  of  you. 

Mr.  Proctor.  OK.  There  were  concerns  about  any  loan  that  did 
not  have  a  financial  statement  at  that  time  because  we  were  trying 
to  improve  the  condition  of  the 

The  Chairman.  He  didn't  ask  you  that.  He  asked  you  about  this 
specific  loan.  Go  ahead  and  ask  him  again. 

Mr.  Chertoff.  Was  there  a  concern  with  respect  to  this  loan 
about  whether  to  renew  the  loan  without  having  new  financial 
statements,  a  requirement  that  all  contracts  be  maintained  at  the 
bank,  and  that  all  proceeds  be  applied  directly  to  the  note? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  All  proceeds  of  sale? 

Mr.  Proctor.  That  is  correct. 

Mr.  Chertoff.  And  those  were  made  conditions  of  renewing  the 
loan  in  1987;  right? 

Mr.  Proctor.  Yes,  sir. 

Mr.  Chertoff.  Mr.  Dewey,  do  you  recall  that  as  well? 

Mr.  Dewey.  Yes,  sir. 

Mr.  Chertoff.  There  came  a  point,  Mr.  Proctor,  where  there  was 
particular  concern  because  of  the  examiners  possibly  looking  at  the 
files  of  the  loan  at  the  bank  and  seeing  that  there  was  inadequate 
documentation,  including  inadequate  financial  statements.  Is  that 
correct? 

Mr.  Proctor.  Yes,  sir. 

Mr.  Chertoff.  When  was  that? 

Mr.  Proctor.  Approximately  1988,  between  the  period  of  1988  to 
1990. 

Mr.  Chertoff.  Wasn't  it,  1988? 

Mr.  Proctor.  If  my  memory  serves  me  correctly. 

Mr.  Chertoff.  And  that's  your  recollection  too,  Mr.  Dewey? 

Mr.  Dewey.  I  don't  recall. 

Mr.  Chertoff.  As  a  consequence  of  that,  there  was  specific  dis- 
cussion with  Mr.  Penick  about  the  fact  that  this  was  the  Governor's 
loan  and  you  had  to  get  some  financial  statements  in;  right? 

Mr.  Proctor.  No,  sir. 

Mr.  Chertoff.  Who  is  Margaret  Davenport? 

Mr.  Proctor.  Margaret  was  at  that  time  Executive  Vice  Presi- 
dent at  Twin  City  Bank. 

Mr.  Chertoff.  She  was  also  a  State  appointee  to  the  Arkansas 
Development  Finance  Authority? 

Mr.  Proctor.  I've  heard  that,  yes. 

Mr.  Chertoff.  A  friend  of  Mrs.  Clinton? 

Mr.  Proctor.  I've  heard  that  also. 

Mr.  Chertoff.  Was  there  specific  discussion  in  which  Mr.  Penick 
said,  well,  Margaret  and  Hillary  are  personal  acquaintances,  let  me 
ask  and  see  if  she  can  help  you  get  the  financial  statement? 
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Mr.  Proctor.  Yes,  Mr.  Penick  did  offer  that  assistance,  yes. 

Mr.  CHERTOFF.  Mr.  Dewey,  do  you  remember  that  as  well? 

Mr.  Dewey.  Yes,  sir,  I  recall  that. 

Mr.  CHERTOFF.  Did  Ms.  Davenport,  in  fact,  talk  to  Mrs.  Clinton 
about  it? 

Mr.  Proctor.  I  do  not  know  that. 

Mr.  CHERTOFF.  You  didn't  follow  up? 

Mr.  Proctor.  We  received  the  financial  statement,  and  that's  all 
I  needed  so  no,  I  did  not. 

Mr.  CHERTOFF.  You  got  a  financial  statement  in  1988? 

Mr.  Proctor.  Yes,  sir.  Well,  at  the  time  that  Ms.  Davenport 
talked  with  Mrs.  Clinton,  if  she  did,  somehow  the  word  got  to  Mrs. 
Clinton  and  we  received  a  financial  statement. 

The  Chairman.  Now  look,  don't  dance  around.  This  is  the  second 
time,  you  know.  I'll  make  the  observation.  When  we  ask  you  a  spe- 
cific thing  about  whether  there  was  a  specific  conversation  as  it  re- 
lated to  the  documentation,  you  said,  well  there  was  a  conversation 
in  general.  Then  we  had  to  get  back.  Answer  it  specifically.  There 
are  no  trick  questions  here. 

Obviously,  we  have  the  depositions  and  testimony  of  other  people 
in  connection  with  this,  so  be  candid  and  forthcoming  with  us,  and 
we  can  get  done.  Go  ahead,  Mr.  Chertoff. 

Thank  you. 

Mr.  Chertoff.  The  financial  statement  you  testified  about  was 
an  early  1987  statement.  We  are  now  in  1988,  Mr.  Proctor.  I'm  ask- 
ing you  whether  in  1988 

The  Chairman.  Let's  be  fair  to  the  witness  and  give  him  what- 
ever it  is  that  we  are  going  to  ask  him  a  question  about.  So  let's 
refer  him  to  it  so  that  he  has  a  point  to  look  at. 

Mr.  Chertoff.  You  have  the  financial  statement  that  Mr.  Ben- 
Veniste  just  asked  you  about  in  his  time? 

The  Chairman.  Can  we  identify  that? 

Mr.  Chertoff.  It  is  a  March  1987  financial  statement  signed  by 
the  Clintons.  You  just  looked  at  it  a  moment  ago. 

Mr.  Proctor.  Yes,  I  had  that  one,  yes. 

The  Chairman.  All  right.  Let's  see  if  you  have  it  in  front  of  you. 
Do  you  have  it  in  front  of  you? 

Mr.  Chertoff.  What's  the  date  on  that? 

Mr.  Proctor.  March  8,  1987. 

Mr.  Chertoff.  We  are  now  in  1988,  Mr.  Proctor.  You  testified 
that  this  discussion  occurred  with  Ms.  Davenport.  Did  Ms.  Daven- 
port report  back  on  her  conversation  with  Mrs.  Clinton? 

Mr.  Proctor.  No,  sir. 

Mr.  Chertoff.  Did  you  guys  just  drop  the  matter  of  the  financial 
statement? 

Mr.  Proctor.  No,  we  received  a  financial  statement.  It  is  not  in 
the  package  here,  but  as  soon  as  I  talked  with  Ms.  Davenport,  we 
did  receive,  or  when  Mr.  Penick  talked  with  Margaret  Davenport, 
we  received  a  financial  statement  shortly  thereafter,  within  a  cou- 
ple of  months. 

Mr.  Chertoff.  Didn't  you,  in  fact,  waive  the  financial  statements 
for  the  McDougals  first,  and  then  for  the  Clintons  in  late  1987  and 
mid- 1988? 

Mr.  Proctor.  The  McDougals,  yes. 
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Mr.  Chertoff.  What  about  the  Clintons? 

Mr.  Proctor.  That  was  later  on.  The  dates  I  don't  have  memory 
of  but  it's  in  the  file. 

Mr.  Chertoff.  In  your  package,  I  think,  there  is  a  request  for 
a  documentation  waiver  for  Whitewater  Development,  a  personal 
financial  statements  of  guarantors  and  a  financial  statement  on 
Whitewater,  dated  July  15,  1988. 

Mr.  Proctor.  Yes,  sir. 

Mr.  Chertoff.  Are  your  initials  on  that? 

Mr.  Proctor.  Yes,  those  are  my  initials,  yes,  sir. 

Mr.  Chertoff.  You  requested  it? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  And  was  it  granted? 

Mr.  Proctor.  Yes,  sir. 

Mr.  Chertoff.  Your  testimony  is  you  got  a  financial  statement 
after  the  waiver? 

Mr.  Proctor.  Yes,  I  did. 

Mr.  Chertoff.  When  did  you  get  it? 

Mr.  PROCTOR.  It  was  approximately  after  this  date  for  the  waiv- 
er. It  was  sometime  later  in  1988  if  my  memory  is  correct. 

Mr.  Chertoff.  You  said  you  had  a  conversation  with  Mrs.  Clin- 
ton, in  addition  to  the  conversation  that  Margaret  Davenport  had? 

Mr.  Proctor.  No,  I  did  not  say  that.  I  did  not  have  a  conversa- 
tion with  Mrs.  Clinton  that  I  can  recall  around  that  time  period. 

Mr.  Chertoff.  At  any  time,  did  you  have  a  conversation  with 
Mrs.  Clinton? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  When  was  that? 

Mr.  Proctor.  The  early  part  of  1990,  latter  part  of  1989. 

The  Chairman.  The  red  light  is  on. 

Senator  Sarbanes. 

Senator  Sarbanes.  How  much  more  time  does  he  need? 

The  Chairman.  No,  no.  Senator,  take  whatever  time  you  need. 
Senator  Sarbanes,  it's  now  your  time. 

Senator  Sarbanes.  Fair  enough.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Is  there  any  suggestion  that  Mr.  Clinton  or 
Mrs.  Clinton  ever  knew  that  the  Union  Bank  loan  was  overdue  or 
might  not  be  extended,  or  had  any  problems?  Is  there  anyone  who 
could  respond  to  that  question? 

Mr.  Denton.  The  question  was  regarding  the  Union  Bank  loan? 

Mr.  Ben-Veniste.  Yes. 

Mr.  Denton.  I  would  be  the  appropriate  one.  I  do  not  recall  hav- 
ing any  conversations  regarding  that  delinquent  status. 

Mr.  Ben-Veniste.  No  suggestion,  no  hint,  nothing  you  read  in 
the  papers,  nothing  you  got  from  any  friends  of  yours,  emissaries 
or  otherwise,  suggested  that  the  Clintons  new  that  the  loan  had 
matured  without  payment;  correct? 

Mr.  Denton.  I  can't  respond  if  the  Clinton's  received  a  maturity 
notice  or  not.  It  was  standard  procedure  for  our  bank  to  mail  com- 
ing maturities  and  then  later  delinquent  notices. 

Mr.  Ben-Veniste.  You  have  no  personal  knowledge  as  to  wheth- 
er the  Clintons  knew  about  or  received  any  such  information;  isn't 
that  so? 
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Mr.  Denton.  I  am  inclined  to  speculate,  if  I  might,  that  it's  likely 
Mr.  McDougal's  address  was  used  for  those  notices,  and  I  have  no 
knowledge  that  the  Clintons  received  direct  notice. 

Mr.  Ben-Veniste.  Mr.  Denton,  can  you  recall  about  how  long  a 
period  of  time  that  the  loans  were  renewed  and  matured  without 
payment.  Let's  go  to  the  first  time  a  loan  matured  without  pay- 
ment. 

Mr.  Denton.  June  1979. 

Mr.  Ben-Veniste.  How  long  did  it  go  until  it  was  renewed? 

Mr.  Denton.  Without  documents,  sir,  I  certainly  don't  know. 

Mr.  Ben-Veniste.  Was  it  a  year? 

Mr.  Denton.  No,  sir. 

Mr.  Ben-Veniste.  Was  it  6  months? 

Mr.  Denton.  Sir,  I  don't  know. 

Mr.  Ben-Veniste.  Could  it  have  been  a  matter  of  weeks? 

Mr.  Denton.  It  certainly  could  have  been. 

Mr.  Ben-Veniste.  When  was  the  second  time  that  the  loan  ma- 
tured without  payment? 

Mr.  Denton.  The  next  maturity,  I  don't  recall  when  that  was.  I 
do  remember  vaguely  that  I  began  to  be  concerned  and  shortened 
the  maturities  after  that  first  1-year  note. 

Mr.  Ben-Veniste.  So  what  you  are  saying  is  you  can't  tell  us 
whether  a  matter  of  weeks  or  days  the  loan  matured  without  pay- 
ment, but  then  it  was  paid;  correct? 

Mr.  Denton.  It  ultimately  was  paid  in  June  1980,  yes,  sir. 

Mr.  Ben-Veniste.  Right.  So  all  of  this  loan  matured  without  pay- 
ment and  so  forth.  You  have  no  information  whatsoever  that  any- 
one other  than  Mr.  McDougal,  who  was  supposed  to  take  care  of 
this,  was  notified  about  it,  or  took  care  of  it.  What  we  do  know  is 
that  the  loans  were  extended  and  they  were  paid  off? 

Mr.  Denton.  No,  sir,  I  wouldn't  agree  with  that. 

Mr.  Ben-Veniste.  They  weren't  extended? 

Mr.  Denton.  Yes,  sir,  they  were  extended. 

Mr.  Ben-Veniste.  They  weren't  paid  off? 

Mr.  Denton.  Both  of  those  parties  made  a  promise  to  pay  that 
obligation  when  it  matured,  and  I  held  both  responsible  for  meeting 
that  obligation. 

Mr.  Ben-Veniste.  I  understand  that.  But  at  the  same  time,  with- 
out a  recollection  of  how  long  they  went  without  being  paid  off, 
they  were  paid  off,  and  whatever  interest  was  owed  was  paid,  as 
far  as  you  know? 

Mr.  Denton.  That's  accurate. 

Mr.  Ben-Veniste.  Now  let's  talk  about  this  question  of  the  finan- 
cial statements,  Mr.  Ritter.  Financial  statements  were  required  to 
be  in  the  loan  portfolio  document  when  loans  were  renewed.  That 
was  a  requirement;  correct? 

Mr.  Ritter.  Yes,  sir. 

Mr.  Ben-Veniste.  To  some  extent,  those  financial  statements 
were  not  provided  on  a  timely  basis  in  terms  of  when  the  renewals 
were  made? 

Mr.  Ritter.  That's  correct. 

Mr.  Ben-Veniste.  In  your  view,  was  that  a  function  of  whether 
or  not  the  renewal  would  be  made.  The  financial  statement  was 
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there  at  the  moment  that  the  decision  was  made  on  whether  to 
renew  the  loan? 

Mr.  RlTTER.  Not  really.  We  already  had  the  loan  on  the  books. 
I  think  it  was  a  matter  of  documentation  at  that  point. 

Mr.  Ben-Veniste.  Basically  it  was  a  formality,  is  that  so? 

Mr.  RlTTER.  We  were  more  concerned  about  eventually  getting 
them  for  the  regulators. 

Mr.  Ben-Veniste.  When  you  say  the  regulators,  or  the  examin- 
ers, or  whoever  was  sent  to  look  at  the  loan  portfolios,  one  of  the 
things  they  looked  at  was  whether  there  was  a  current  financial 
statement;  right? 

Mr.  RlTTER.  That's  right. 

Mr.  Ben-Veniste.  If  I  understand  your  testimony,  given  the  fact 
that  in  Arkansas  these  loans  were  constantly  renewed  and  rolled 
over  because  they  were  of  short  duration,  there  was  frequently  a 
lag  between  the  time  that  these  financial  statements  were  submit- 
ted, even  after  the  loans  had  been  rolled  over? 

Mr.  RlTTER.  That's  correct.  But  there's  a  little  bit  more  to  this. 
And  that  is  we  wanted  the  financial  statements,  it  was  something 
we  need,  but  they  weren't  always  there  at  the  right  time. 

Mr.  Ben-Veniste.  As  you  say,  this  was  a  formality  and  if  there 
was  a  dramatic  change  in  the  financial  condition,  you  would  want 
to  know  about  that.  That  might  well  affect  your  making  a  further 
renewal  of  a  loan  at  a  later  time,  et  cetera.  But  if  I  understand 
what  you're  saying  here,  all  this  to-do  about  whether  the  financial 
statements  were  submitted  exactly  at  the  moment  that  the  loan  ap- 
plication was  considered  for  renewal  was  not  an  important  factor 
in  your  deciding  to  renew  the  loan? 

Mr.  RlTTER.  As  far  as  the  renewal  of  the  loan,  the  answer  is  no. 
It  was  an  important  factor.  It  was  one  of  those  things  we  just  didn't 
happen  to  have  at  that  point.  There  were  always  promises  that  we 
were  going  to  get  them.  But  if  there'd  been  a  drastic  change,  would 
we  have  called  the  loan?  Probably  so. 

Mr.  Ben-Veniste.  OK,  you  had  that  option.  But  in  terms  of  the 
decision  that  you  made  to  renew  the  loan  back  12  years  ago  or 
whenever  the  heck  it  was,  the  fact  of  having  an  updated  financial 
statement  in  hand  was  not  critical  to  you? 

Mr.  RlTTER.  Not  critical,  no. 

Mr.  Ben-Veniste.  You  made  the  loan  renewal  without  it. 

Mr.  RlTTER.  That's  correct. 

Mr.  Ben-Veniste.  As  you  have  testified,  the  decision  was  made 
to  complete  the  loan  file  later,  but  you  would  renew  the  loan? 

Mr.  RlTTER.  That's  also  correct. 

Mr.  Ben-Veniste.  Mr.  Cole. 

Mr.  Cole.  Thank  you,  Mr.  Ben-Veniste. 

I  would  like  to  turn  to  Mr.  Burge  and  Mr.  Patterson,  if  I  could. 
Since  this  is  the  first  hearing  that  we've  had  at  this  Committee  on 
the  Whitewater  investment  after,  by  my  count,  over  50  days  of 
hearings,  I  would  like  to  get  a  little  more  background  about  the 
Whitewater  investment  itself.  A  great  deal  has  been  written  about 
it,  but  here  in  our  record,  this  is  the  first  hearing  we  have  had  on 
the  subject. 

I'd  like  to  start  with  a  little  geography,  which  I  think  is  relevant, 
and  I'll  get  to  why  in  a  moment.  The  bank  that  we've  been  discuss- 
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ing  here  was  in  Flippin,  Arkansas  in  Marion  County  in  North 
Central  Arkansas.  Is  that  correct,  Mr.  Burge? 

Mr.  Burge.  That's  correct. 

Mr.  Cole.  Flippin,  Arkansas  is  about  130  or  135  miles  north  of 
Little  Rock;  is  that  correct? 

Mr.  Burge.  That's  correct. 

Mr.  Cole.  Different  part  of  the  State? 

Mr.  Burge.  Totally. 

Mr.  COLE.  Mr.  McDougal  and  Mr.  Clinton,  at  that  time,  lived  in 
the  Little  Rock  area;  is  that  correct? 

Mr.  Burge.  To  my  knowledge. 

Mr.  Cole.  The  property  that  you  made  the  loan  on,  the  White- 
water property  itself,  was  near  Flippin? 

Mr.  Burge.  That's  correct. 

Mr.  Cole.  Mr.  Patterson,  you  were  one  of  the  group  of  sellers  of 
the  Whitewater  property;  is  that  correct? 

Mr.  Patterson.  This  is  true. 

Mr.  Cole.  If  I  recall  correctly,  that  was  a  corporation  called  101 
River  Development  Corporation? 

Mr.  Patterson.  That  is  correct.  And  I  need  to,  for  the  record, 
point  out  that  this  morning,  somebody  said  that  Mr.  Wade  was  in 
that  group.  He  was  not. 

Mr.  Cole.  I  want  to  get  to  Mr.  Wade's  role  in  a  moment.  But 
what  would  you  like  to  say  to  clarify  the  record? 

Mr.  Patterson.  That  he  was  not  in  the  group. 

Mr.  Cole.  Mr.  Wade  was  not  one  of  the  sellers  of  the  property. 

Before  we  get  to  the  actual  sales  transaction,  though,  if  you  two 
gentlemen,  or  Mr.  Proctor  and  Mr.  Dewey,  have  knowledge  about 
this,  feel  free  to  contribute.  At  the  time  we're  talking  about,  which 
is  the  late  1970's,  and  going  back  to  the  mid-1970's,  had  people 
been  making  money  buying  pieces  of  land  in  this  area  along  the 
White  River,  cutting  it  up  into  lots,  and  then  reselling  it? 

Mr.  Burge.  Yes,  sir,  they  had. 

Mr.  Cole.  In  fact,  there  had  been  something  of  a  mini-land  boom 
in  that  part  of  the  State;  is  that  correct? 

Mr.  Burge.  Yes,  sir. 

Mr.  Cole.  A  number  of  people,  and  Mr.  Wade  among  them,  had 
bought  large  tracts  of  land,  cut  them  up  into  lots  and  then  sold 
them  at  substantial  profit  and  made  money? 

Mr.  Burge.  Yes,  sir,  that's  correct. 

Mr.  Cole.  Your  financial  institution  made  other  loans  for  similar 
kinds  of  projects  with  the  expectation  that  the  developers  would 
make  money  and  be  able  to  repay  the  loans? 

Mr.  Burge.  Yes,  sir. 

Mr.  Cole.  Mr.  Patterson,  did  you  deal  with  Mr.  McDougal  as  far 
as  the  sale  of  this  particular  parcel,  the  Whitewater  parcel  was 
concerned?  Or  did  you  deal  only  with  Mr.  Wade? 

Mr.  Patterson.  I  don't  for  sure  a  hundred  percent  remember. 

Mr.  Cole.  Mr.  Wade  was  the  agent  for  the  seller  on  this  trans- 
action. He  was  the  real  estate  agent  who  handled  the  transaction? 

Mr.  Patterson.  Yes. 

Mr.  Cole.  In  that  capacity,  he  would  have  been  representing  you 
and  the  other  sellers,  the  101  River  Development  Corporation? 
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Mr.  Patterson.  It  was  co-broker  to  brokerage  deal.  I  believe  he 
would  have  been,  under  today's  law,  representing  the  buyer.  He 
would  not  have  been  in  any  way  really  representing  the  seller. 

Mr.  Cole.  He  earned  a  commission  on  the  sale,  did  he  not? 

Mr.  Patterson.  I  don't  know. 

Mr.  Cole.  Let  me  ask  you  this.  The  101  River  Development  Cor- 
poration owned  a  large  tract  of  land  along  the  White  River  that 
they  had  purchased  shortly  before  the  Whitewater  parcel  was  sold. 
Is  that  correct? 

Mr.  Patterson.  Yes. 

Mr.  Cole.  The  Whitewater  parcel  was  one  of  the  tracts  that 
came  out  of  the  larger  property  your  corporation  had  purchased? 

Mr.  Patterson.  Yes. 

Mr.  Cole.  Did  you  sell  tracts  other  than  the  Whitewater  parcel? 

Mr.  Patterson.  Yes. 

Mr.  Cole.  How  did  the  price  per  acre  paid  for  the  Whitewater 
property  compare  to  the  other  parcels  that  your  corporation  sold? 

Mr.  Patterson.  To  my  memory,  it  was  one  of  the  higher  ones. 

Mr.  Cole.  Wasn't  it,  in  fact,  the  highest  price  per  acre? 

Mr.  Patterson.  I  don't  know  for  sure,  but  to  my  memory,  it  was 
one  of  the  very  best  pieces  of  property.  I  would  assume  it  would 
be  one  of  the  very  highest  prices. 

Mr.  Cole.  Do  you  have  any  knowledge  as  to  whether  Mr.  Clinton 
or  Mrs.  Clinton  ever  personally  inspected  that  property  before  they 
purchased  it  with  Mr.  McDougal  and  his  wife? 

Mr.  Patterson.  To  my  knowledge,  they  did  not. 

Mr.  Cole.  Did  it  appear  to  you  that  Mr.  McDougal  was  taking 
the  lead  role  for  the  buyers  in  the  transaction  and  was  working 
with  Mr.  Wade? 

Mr.  Patterson.  Yes. 

Mr.  Cole.  And  your  group,  I  take  it,  was  happy  to  sell  the  prop- 
erty for  the  price  that  they  got  for  it? 

Mr.  Patterson.  It  was  listed  for  that  for  all  real  estate  compa- 
nies in  that  area,  region. 

Mr.  Cole.  Do  you  recall  if  Mr.  McDougal  had  other  real  estate 
developments  in  that  area,  or  that  part  of  the  State,  at  the  time? 

Mr.  Patterson.  I  am  of  the  opinion  he  did.  I'm  not  of  the  opinion 
that  I  knew  that  at  the  time,  but  things  have  blurred  over  the  last 
18  years.  I  knew  he  was  a  developer  of  real  estate. 

Mr.  Cole.  Did  other  buyers  of  the  other  parcels  that  101  River 
Development  Corporation  sold  pay  the  list  price  as  well,  or  did  they 
negotiate  for  a  lower  price? 

Mr.  Patterson.  I  don't  believe  that  there  was  any  other  prices 
negotiated. 

Mr.  Cole.  So  all  the  parcels  sold  at  the  list  price  to  the  best  of 
your  recollection? 

Mr.  Patterson.  I  think  that's  true. 

Mr.  Cole.  Let  me  ask  both  of  you  gentlemen  this  question.  Ei- 
ther or  both  of  you  can  respond.  Was  it  your  understanding,  at  the 
time  this  transaction  took  place,  that  the  McDougals  and  Clintons 
were  entering  into  this  investment  expecting  to  make  money  on  the 
property? 

Mr.  Burge.  Yes. 


2866 

Mr.  Patterson.  Yes.  And  I  want  to  clarify  the  last  question  you 
had.  I  want  to  be  very  careful  to  make  sure  that  I  say  exactly  what 
I  remember. 

Mr.  Cole.  Certainly. 

Mr.  Patterson.  It  is  very  hard  to  remember  those  many  years 
ago,  and  I  wouldn't  say  that  there  was  not  some  parcel  out  of  all 
the  many  parcels  that  might  have  had  a  percent  taken  off.  I  don't 
know  of  it,  but  I  wasn't  in  charge  of  that. 

Senator  Sarbanes.  You're  talking  about,  what,  18  years  ago? 

Mr.  Patterson.  Yes,  sir.  In  other  words,  there  were  many  pieces 
of  property  sold.  To  my  knowledge,  it  sold  extremely  well  and  also 
for  what  it  was  listed  with  all  the  various  realtors. 

Mr.  Cole.  That's  helpful.  My  time  is  about  to  expire,  but  the 
point  that  I  was  trying  to  get  to  was  that  first,  based  on  prior  expe- 
rience in  that  particular  area,  that  part  of  the  State,  developments 
of  this  kind  had  been  successful,  the  developers  had  made  money 
on  them.  Am  I  correct  about  that? 

Mr.  Burge.  Yes,  at  least  the  ones  that  did  business  with  us. 

Mr.  Cole.  So  this  particular  investment  by  the  Clintons  and  the 
McDougals  was  not  out  of  the  ordinary.  The  price  they  paid  was 
the  list  price  that  you  had  for  any  buyer  that  might  have  come 
along  to  buy  it,  and  that  it  was  your  impression,  Mr.  Burge  the 
banker,  and  Mr.  Patterson  both  the  seller  and  as  the  banker,  that 
this  was  a  moneymaking  venture  that  the  Clintons  and  the 
McDougals  were  entering  into,  or  they  believed  so  at  the  time? 

Mr.  Patterson.  Yes,  sir. 

Mr.  Cole.  No  one  knew  at  that  time,  that  in  the  following  years 
interest  rates  would  go  up  dramatically,  land  prices  in  that  area 
would  drop  dramatically,  and  developments  like  that  would  not 
enjoy  the  success  that  they  had  in  prior  years;  am  I  correct? 

Mr.  Burge.  That's  correct. 

Mr.  Cole.  Thank  you,  Mr.  Burge.  My  time  has  expired. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Mr.  Proctor,  tell  us  about  this  1990  conversation 
with  Mrs.  Clinton. 

Mr.  Proctor.  Can  I  clear  up  something?  During  my  review  of 
our  discussion  earlier,  I  was  somewhat  confused  on  the  dates  on 
those  financial  statements.  The  conversation  that  we  had  with  Mr. 
Penick  and  Ms.  Davenport,  I  believe,  was  1987  or  early  1988,  be- 
fore we  received  the  financial  statement.  The  financial  statement 
that  we  received,  that  was  dated  March 

Mr.  Chertoff.  March  1987. 

Mr.  Proctor.  Our  meeting  was  prior  to  that  date,  whatever  that 
date  was. 

Mr.  Chertoff.  So  after  Ms.  Davenport  intervened,  you  got  the 
financial  statement  in  March;  right? 

Mr.  Proctor.  That's  correct. 

Mr.  Chertoff.  And  the  next  time,  as  we  discussed,  in  July  1988, 
the  next  year,  when  there  was  a  request  for  a  financial  statement, 
you  obtained  a  waiver  of  that  requirement;  right? 

Mr.  Proctor.  Yes.  Let  me  find  that  document  and  go  along  and 
try  to  get  back  in  the  position  where  I  can  keep  up  here. 

Mr.  Chertoff.  July  15,  1988,  there's  a  waiver  of  documentation; 
is  that  right? 


2867 

Mr.  Proctor.  Yes,  I  have  it  in  front  of  me. 

Mr.  Chertoff.  After  that,  you  didn't  get  a  financial  statement; 
is  that  right? 

Mr.  Proctor.  Excuse  me  a  second.  There  was  a  documentation 
waiver  of  December  7,  1987.  Is  that  the  one  you're  referring  to? 

Mr.  Chertoff.  No.  We're  talking  about  July  15,  1988. 

Mr.  Proctor.  Let  me  move  on  to  that  one.  Now,  I  have  it,  sir. 

Mr.  Chertoff.  These  are  your  initials;  right? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  You  requested  it? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  And  you  got  it? 

Mr.  Proctor.  That's  correct. 

Mr.  Chertoff.  You  waived  the  financial  statement,  in  1988.  This 
time  the  financial  statement  was  waived;  right? 

Mr.  Proctor.  Correct. 

Mr.  Chertoff.  So  you  never  got  a  financial  statement  after  that? 

Mr.  Proctor.  That  is  correct,  yes. 

Mr.  Chertoff.  Now  tell  us  about  this  1990  conversation  with 
Mrs.  Clinton. 

Mr.  Proctor.  I  can't  recall  the  specifics  of  that  conversation  at 
all.  I  know  it  was  in  regard  to  either  renewal  or  maybe  obtaining 
financial  statements  for  the  file,  but  I  really  don't  recall. 

Mr.  Chertoff.  Did  she  call  you  or  did  you  call  her? 

Mr.  Proctor.  My  understanding  was  that  she  had  talked  with 
our  bank  president  at  the  time,  and  was  returning  a  call  possibly 
to  him,  and  I  talked  with  her.  But  that's  very  sketchy  because 
whatever  it  was,  I  can't  recall  it  being  a  big  enough  issue  to  really 
remember  the  conversation. 

Mr.  Chertoff.  Was  that  the  only  time  you  spoke  to  her? 

Mr.  Proctor.  Maybe  one  other  time. 

Mr.  Chertoff.  When  was  the  other  time? 

Mr.  Proctor.  It  would  have  been  similar,  renewal,  or  there  was 
a  time  period  there  we  could  not  visit  with  the  McDougals,  wher- 
ever they  may  be  at  that  time,  so  Mrs.  Clinton  at  that  time  came 
in  and  helped  with  sending  papers  back  and  forth  and  renewal  doc- 
uments. 

Mr.  Chertoff.  You  kept  giving  the  renewals? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  When  was  the  loan  paid  off? 

Mr.  Proctor.  Approximately  1992. 

Mr.  Chertoff.  That's  about  14  years  after  it  was  first  obtained? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  By  the  way,  did  you  have  a  conversation  with 
Susan  McDougal  in  which  you  told  her  you  were  considering  calling 
the  loan  at  some  point  in  late  1987  or  early  1988? 

Mr.  Proctor.  I  don't  remember  the  exact  time.  I  did  have  a  con- 
versation with  Mr.  and  Mrs.  McDougal  at  different  times  were  not 
taking  the  personal  financial  statements  serious  and  we  did  need 
to  have  those  in  file. 

Mr.  Chertoff.  Did  you  threaten  to  call  the  loan? 

Mr.  Proctor.  I  cannot  recall  threatening  to  call  the  loan.  I  don't 
think  I  ever  tell  anyone  when  I  want  to  call  your  loan.  I  think  that 
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I  may  have  implied  that  to  be  able  to  renew  the  loan,  we  need 
these  things. 

Mr.  Chertoff.  Did  you  ever  take  a  similar  position  with  Mrs. 
Clinton  in  speaking  to  her  about  needing  these  financial  state- 
ments to  renew  the  loan? 

Mr.  Proctor.  It's  my  recollection,  yes. 

Mr.  Chertoff.  You  said  in  your  conversations  with  Mrs.  Clinton, 
if  you  don't  give  us  the  financial  statement,  we  need  them  to  renew 
the  loan,  that's  a  condition  of  renewing  the  loan? 

Mr.  Proctor.  No,  sir,  not  at  that  time.  Because  at  this  time,  I'd 
received  the  waiver,  the  loan  was  paid  down  to  what  I  consider  to 
be  an  amount  that  we  could  do  without  the  financial  statements. 
And  what  I  mean,  by  that  is  if,  during  an  exam,  the  question  would 
not  really  be  asked  if  those  financial  statements  were  in  file  be- 
cause our  escrow  funds  were  sufficient  enough  to  pay  the  loan, 
even  if  Mr.  and  Mrs.  Clinton  and  Mr.  and  Mrs.  McDougal  were  not 
on  the  loan  any  longer. 

Mr.  Chertoff.  Take  a  look  at  a  letter  in  your  package  marked 
February  24,  1988,  addressed  to  Susan  McDougal. 

Mr.  Proctor.  February  24,  1988? 

Mr.  Chertoff.  Right. 

Mr.  Proctor.  Yes,  I  have  it. 

Mr.  Chertoff.  This  letter  is  to  Susan  McDougal.  It  says: 

Dear  Susan: 

As  per  our  earlier  telephone  conversation,  it  is  once  again  time  for  personal  finan- 
cial statements  on  the  McDougals  and  Clintons  and  again  time  for  financial  state- 
ments and  income  statements  on  the  Whitewater  Corporation.  Please  be  sure  that 
all  parties  sign  the  appropriate  financial  statements  and  forward  them  to  us  as  soon 
as  possible. 

We  appreciate  your  help  with  this  matter.  If  you  have  any  questions,  please  feel 
free  to  call  me. 

Was  this  letter,  which  refers  to  an  earlier  telephone  conversation 
with  Susan  McDougal,  one  of  those  earlier  conversations  in  which 
you  indicated  to  her  you  needed  the  statements  in  order  to  renew 
the  loan? 

Mr.  Proctor.  Yes,  sir. 

Mr.  Chertoff.  So  as  of  this  time  period,  in  early  1988,  you  are 
still  in  the  position  of  needing  the  financial  statements  to  renew 
the  loan;  right? 

Mr.  Proctor.  Correct. 

Mr.  Chertoff.  But  then  on  July  15,  1988,  about  4  months  later, 
you  request  a  waiver  of  the  financial  statement;  right? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  Why  did  you  ask  for  the  waiver? 

Mr.  Proctor.  At  this  particular  point  in  time,  I  said,  the  escrow 
funds  were  sufficient.  At  this  time,  it  could  have  been  right  after 
an  exam,  and  it  may  be  a  time  when  I  was  trying  to  clean  up  docu- 
mentation and  felt,  well,  that  would  be  nice  to  have  that  and  later 
on  I  decided  that  we  could  do  without  it  based  upon  those  escrow 
funds  being  available  to  make  the  payments. 

Mr.  Chertoff.  There  was  a  change  in  the  financial  condition  be- 
tween the  end  of  February  and  the  beginning  of  July? 

Mr.  Proctor.  I  would  say  that  in  the  banking  business,  3 
months  makes  a  big  difference. 
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Mr.  CHERTOFF.  That's  not  an  answer,  Mr.  Proctor,  that's  a  gener- 
alization. 

Mr.  Proctor.  Yes,  sir. 

Mr.  CHERTOFF.  If  you  want  to  say  you  remember  there  was  a 
change  in  the  financial  condition  of  the  escrow  between  February 
1988  and  July  1988,  you  can  if  you're  comfortable  saying  that. 

Mr.  Proctor.  No,  I  did  not  say  there  was  a  change.  I  said  there 
was  a  change  in  the  financial  condition  in  the  banking  industry. 

Mr.  CHERTOFF.  Forget  the  whole  banking  industry.  We're  inter- 
ested in  this  particular  document  regarding  this  particular  loan.  In 
this  particular  loan,  are  you  prepared  to  say  that  between  the  time 
you  were  dealing  with  Susan  McDougal,  saying  we  need  to  have 
the  financial  statements  to  renew,  as  late  as  the  end  of  February, 
and  then  the  beginning  of  July  when  you  request  a  waiver  of  the 
documentation,  there  was  a  material  change  in  the  financial  condi- 
tion of  this  loan  that  led  you  to  change  your  view  on  it?  Is  that 
your  testimony? 

Mr.  Proctor.  No,  it  is  not. 

Mr.  CHERTOFF.  Let  me  back  up  a  little.  There  came  a  point  in 
time  that  Chris  Wade  actually  got  back  involved  in  this  loan;  isn't 
that  right,  Mr.  Proctor? 

Mr.  Proctor.  Yes,  sir. 

Mr.  Chertoff.  WTiat  he  did  was  he  acquired  a  certain  number 
of  lots  in  return  for  an  airplane?  Is  that  right? 

Mr.  Proctor.  And  some  cash. 

Mr.  Chertoff.  Right.  He  then  assumed  part  of  the  obligation  for 
the  mortgage;  right? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  The  Clintons  and  the  McDougals  remained  obli- 
gated secondarily  behind  Mr.  Wade,  as  to  the  portion  that  Mr. 
Wade  had  taken;  right? 

Mr.  Proctor.  Yes,  sir. 

Mr.  Chertoff.  They  were  all  on  the  hook  for  you? 

Mr.  Proctor.  Right. 

Mr.  Chertoff.  Then  Mr.  Wade  took  responsibility  for  at  least 
the  lots  he  had  taken  over.  He  was  selling  some  of  those  lots;  right? 

Mr.  Proctor.  Correct. 

Mr.  Chertoff.  Did  there  come  a  point  that  Mr.  Wade  wound  up 
saying  to  the  Clintons  that  he  was  going  to  assume  or  payoff  the 
entire  value  of  the  mortgage? 

Mr.  Proctor.  I  don't  know  that. 

Mr.  Chertoff.  It  was  paid  off  in  1992? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  You  know  that? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  Wade  wrote  the  check? 

Mr.  Proctor.  I  do  not  know  where  the  payoff  came  from. 

Mr.  Chertoff.  Would  you  agree  that  a  lot  of  time  had  passed, 
between  the  time  Mr.  Wade  had  gotten  involved  and  the  time  he 
finally  paid  it  off? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  Mr.  Patterson,  you  know  something  about  that, 
don't  you? 

Mr.  Patterson.  About  what,  sir? 
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Mr.  Chertoff.  I  just  want  to  put  this  in  perspective.  Here  we 
are  in  1992,  14  years  after  the  original  loan,  and  pieces  of  this  loan 
are  still  out  there  and  Mr.  Wade  had  been  in  bankruptcy  since  be- 
fore 1992;  right? 

Mr.  Patterson.  Yes,  sir. 

Mr.  Chertoff.  Then  he  came  up  with  the  money  in  1992.  Do  you 
remember  when  it  was  in  1992,  Mr.  Proctor,  that  Mr.  Wade  finally 
paid  it  off? 

Mr.  Proctor.  No,  sir,  I  don't  have  the  exact  date. 

Mr.  Chertoff.  Was  it  around  late  spring,  April  or  May? 

Mr.  Proctor.  That  seems  about  right. 

Mr.  Chertoff.  Do  you  know,  Mr.  Patterson,  how  Mr.  Wade,  a 
man  who  is  bankrupt,  which  means,  of  course,  that  he  has  more 
debts  than  he  has  assets,  how  he  came  up  with  the  money  all  of 
a  sudden  to  pay  this  loan  out  in  1992? 

Mr.  Patterson.  Yes,  sir. 

Mr.  Chertoff.  Tell  us  how  that  happened. 

Mr.  Patterson.  We  lent  him  the  money  at  the  bank  that  I 
worked  at. 

Mr.  Chertoff.  What  bank  is  that? 

Mr.  Patterson.  River  Valley  Bank  &  Trust. 

Mr.  Chertoff.  Where  is  that? 

Mr.  Patterson.  In  Lavaca  and  Barling,  Arkansas. 

Mr.  Chertoff.  What's  your  position  with  that  bank? 

Mr.  Patterson.  I  have  no  position  now,  I  was  the  President  of 
that  bank. 

Mr.  Chertoff.  Did  you  own  the  bank? 

Mr.  Patterson.  No,  sir.  That's  why  I'm  not  having  the  position 
there. 

Mr.  Chertoff.  Who  owned  the  bank? 

Mr.  Patterson.  A  group  of  people. 

Mr.  Chertoff.  Who  was  the  group? 

Mr.  Patterson.  It's  public  record.  I  think  there  was  5  or  60  peo- 
ple. I'm  sorry  I  can't  name  their  names. 

Mr.  Chertoff.  Any  prominent  people  from  Arkansas  in  that 
group? 

Mr.  Patterson.  Define  prominent. 

Mr.  Chertoff.  You  don't  know  what  the  word  prominent  means? 
Someone  like  a  political  figure? 

Mr.  Patterson.  There  were  no  political  figures. 

Mr.  Chertoff.  Was  there  any  well  known  business  figure,  a  cor- 
porate executive  who  was  in  that  group? 

Mr.  Patterson.  Not  by  my  opinion. 

Mr.  Chertoff.  We'll  come  back  to  that  in  a  second.  Now  who 
made  the  decision  to  loan  Mr.  Wade  the  money  so  he  could  finally 
pay  off  that  debt  in  1992? 

Mr.  Patterson.  I  did. 

Mr.  Chertoff.  How  much  money  did  you  loan  him? 

Mr.  Patterson.  None  of  this  is  from  my  memory,  it's  been  told 
to  me  through  the  various  investigative  people.  I  believe  it  was 
about  $10,000. 

Mr.  Chertoff.  How  did  you  come  to  lend  him  the  money? 

Mr.  Patterson.  He  was  worth  the  loan. 

Mr.  Chertoff.  I  beg  your  pardon? 
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Mr.  Patterson.  That's  what  banks  do.  He  was  worth  the  loan, 
therefore,  he  got  the  loan. 

Mr.  Chertoff.  He  came  to  you? 

Mr.  Patterson.  No.  Mr.  Wade  and  I  not  only  are  not  friends  and 
not  only  are  not  close  to  each  other,  he  handled  his  business  by 
telephone. 

Mr.  Chertoff.  Mr.  Wade  has  a  Whitewater  debt,  that  he's  on 
the  hook  for,  together  with  the  Clintons.  You're  at  this  River  Valley 
Bank.  How  did  you  come  to  make  him  the  loan?  Did  he  approach 
you,  either  in  person  or  via  telephone? 

Mr.  Patterson.  He  called  and  applied  for  a  loan.  I  did  not  know 
it  was  for  a  Whitewater  debt. 

Mr.  Chertoff.  You  said  you  were  not  friends  with  him? 

Mr.  Patterson.  No. 

Mr.  Chertoff.  You  disliked  each  other? 

Mr.  Patterson.  Probably. 

Mr.  Chertoff.  So  he  picked  you  to  call  to  ask  for  a  loan? 

Mr.  Patterson.  That's  true. 

Mr.  Chertoff.  You  knew  he  was  in  bankruptcy? 

Mr.  Patterson.  No,  I  didn't  know  he  was  in  bankruptcy  in  1992. 

Mr.  Chertoff.  He  didn't  tell  you  he  was  in  bankruptcy? 

Mr.  Patterson.  He  had  told  me  he  was  in  bankruptcy. 

Mr.  Chertoff.  So  he  asked  you  for  a  $10,000  loan.  Did  he  tell 
you  what  it  was  for? 

Mr.  Patterson.  I  don't  remember  that  he  did,  no,  sir. 

Mr.  Chertoff.  Did  he  submit  a  loan  application? 

Mr.  Patterson.  All  these  documents  would  be  on  record.  If  you 
would  show  it  to  me,  I  would  tell  you  if  he  did  it  or  not.  I  don't 
remember  specifically,  sir. 

Mr.  Chertoff.  Did  you  do  a  credit  check? 

Mr.  Patterson.  Mr.  Wade,  you  know,  I've  been  answering  your 
questions  specifically.  Specifically,  he  had  many  loans  at  the  bank. 
He  had  cross  collateralization  on  all  of  the  loans.  We  felt  like  they 
were  secured.  Some  of  them  were  quite  large.  I  really  don't  remem- 
ber thinking  about  a  $10,000  loan. 

Mr.  Chertoff.  Were  these  loans  he  had  gotten  after  he  went 
into  bankruptcy? 

Mr.  Patterson.  Yes. 

Mr.  Chertoff.  So  after  he  went  into  bankruptcy,  you  were  loan- 
ing him  additional  money? 

Mr.  Patterson.  Not  additional.  Define  additional.  I  guess  I 
should  know  what  that  is  also  but 

Mr.  Chertoff.  My  question  to  you  is  this:  Were  these  loans  that 
he  had  taken  out  before  or  after  bankruptcy,  these  other  loans? 

Mr.  Patterson.  OK.  As  I  remember,  Mr.  Wade  was  in  bank- 
ruptcy in  the  mid-1980's  when  a  lot  of  people  were  in  financial 
trouble.  As  I  remember,  he  got  out  of  bankruptcy  at  some  point  in 
time  after  that,  but  before  the  bank  that  I  worked  at  made  him  any 
extensions  of  credit. 

Mr.  Chertoff.  So  he  got  extensions  of  credit  from  your  bank 
after  he  had  emerged  from  bankruptcy? 

Mr.  Patterson.  Well,  after  he  had  filed  where  anything  that  he 
had  would  have  been  a  new  deal.  You  know,  bankruptcy  gives  peo- 
ple the  right  to  start  over  and  anything  that  we  would  have  done 
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with  him  would  have  been  some  new  deal,  as  I  understand  it,  start- 
ing over. 

Mr.  CHERTOFF.  All  right.  We  all  understand  what  the  theory  of 
bankruptcy  is. 

Mr.  Patterson.  Well,  good. 

Mr.  Chertoff.  Did  Jim  Blair  have  anything  to  do  with  this  loan? 

Mr.  Patterson.  I've  never  met  or  never  heard  of  or  do  not  know, 
other  than  the  newspaper,  Jim  Blair. 

Mr.  Chertoff.  To  your  knowledge,  did  Mr.  Blair  have  anything 
to  do  with  this  loan? 

Mr.  Patterson.  No. 

Mr.  Chertoff.  Did  you  talk  to  anybody  besides  Mr.  Wade  about 
making  this  loan? 

Mr.  Patterson.  I  don't  even  remember  talking  to  Mr.  Wade 
about  making  the  loan. 

Mr.  Chertoff.  Did  he  secure  this  loan?  Was  it  secured  with  any- 
thing? 

Mr.  Patterson.  I  feel  like  all  of  Mr.  Wade's  credits  at  the  bank 
that  I  worked  at  were  secure. 

Mr.  Chertoff.  What  do  you  mean,  you  feel  they  were  secured? 
I  mean,  did  he  execute  a  note?  Was  there  a  piece  of  property,  or 
some  document  that  said,  if  he  doesn't  pay  back  the  $10,000,  you 
have  something  you  can  take  and  foreclose  on? 

Mr.  Patterson.  Yes,  sir.  Anything  that  Mr.  Wade  did  not  pay 
back  at  the  bank  that  I  worked  at,  we  would  have  been  able  to  pro- 
ceed against  him  on  thousands  of  acres  and  hundreds  of  thousands 
of  dollars  worth  of  assignment  of  escrow  contracts. 

Mr.  Chertoff.  But  my  question  for  you  is  were  those  properties 
previously  pledged  as  security  for  other  loans? 

Mr.  Patterson.  I  don't  know  specifically.  I  answered  your  ques- 
tion correctly. 

Mr.  Chertoff.  Well,  my  question  for  you 

The  Chairman.  The  red  light  is  on,  and  we  will  come  back  to  the 
questions  on  our  time. 

Senator  Sarbanes. 

Mr.  Ben-Veniste.  Very,  very  briefly,  to  try  to  follow  where  this 
is  all  going,  and  remotely  what  the  theory  is  of  this  loan  to  Wade 
that  has  anything  to  do  with  what  this  Committee  is  interested  in. 
I  for  one,  fail  to  see  it,  but  as  I  understand  it,  there  was  no  blanket 
policy  in  the  State  of  Arkansas  or  at  your  bank  that  stated  that 
anyone  who  ever  had  been  in  bankruptcy  would  be  forever  prohib- 
ited from  borrowing  money  from  a  lending  institution.  Is  that  about 
right? 

Mr.  Patterson.  I  would  say  that's  about  right. 

Senator  Sarbanes.  In  fact,  the  bankruptcy  laws  are  designed  to 
enable  people  who  hit  a  difficult  economic  circumstance  to  begin 
their  economic  life  over  again,  which  might  well  include  access  to 
credit.  Isn't  that  the  case? 

Mr.  Patterson.  Yes.  You're  asking  my  opinion,  is  what  you  were 
asking. 

Mr.  Ben-Veniste.  Mr.  Wade,  as  you  have  described,  went  into 
bankruptcy  in  the  mid-1980's.  He  came  out  of  bankruptcy,  acquired 
other  assets  against  which  you,  in  your  capacity  as  President  of  the 
bank,  made  some  loans,  including  this  $10,000  loan? 
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Mr.  Patterson.  As  I  understand  it. 

Mr.  Ben-Veniste.  They  were  all  cross  collateralized  if  I  under- 
stand you.  You  felt  you  were  well  protected  on  those  loans;  correct? 

Mr.  Patterson.  I  feel  that  we  were,  yes. 

Mr.  Ben-Veniste.  Mr.  Proctor,  if  I  recall  your  testimony  from 
several  hours  ago,  40  percent  of  the  borrowers,  in  dollar  value 
terms,  at  your  bank  in  the  late-1980's,  or  mid-1980's,  did  not  have 
current  financial  statements  on  file  in  their  loan  portfolios.  Is  that 
correct? 

Mr.  Proctor.  Yes,  sir. 

Mr.  Ben-Veniste.  With  respect  to  the  waiver  of  the  requirement, 
let's  identify  a  document.  It's  in  your  loan  file.  It's  your  July  15, 
1988  documentation. 

Mr.  Proctor.  OK. 

Mr.  Ben-Veniste.  Let's  see  if  we  can  put  that  up  on  the  screen. 
In  July  1988,  there  was  a  waiver  of  personal  financial  statements 
of  the  guarantors  on  the  Whitewater  loan  that  was  signed  by  you; 
correct? 

Mr.  Proctor.  Yes,  sir. 

Mr.  Ben-Veniste.  Or  initialed  by  you,  and  approved  by  whom? 

Mr.  Proctor.  That  is  the  initials  of  Mr.  Wes  Strange,  the  bank 
president. 

Mr.  Ben-Veniste.  The  bank  president.  You  gave  reasons  for 
that,  and  I  think  those  should  be  part  of  the  record.  This  document 
is  marked  PM&S  for  Pillsbury  Madison  &  Sutro  02263.  According 
to  this  document,  it  says  the  reason  for  the  request  is  that  the  pay- 
ments on  the  loan  are  derived  from  Whitewater  escrow  contracts 
controlled  by  FONB.  That's  your  bank? 

Mr.  Proctor.  Correct. 

Mr.  Ben-Veniste.  The  collateral  is  sufficient  to  cover  the  loan; 
is  that  correct? 

Mr.  Proctor.  Yes. 

Mr.  Ben-Veniste.  As  of  that  date,  what  was  the  outstanding  bal- 
ance on  the  loan,  if  you  have  records  to  reflect  that? 

Mr.  Proctor.  Approximately  $50,000  or  less  at  that  point.  We 
had  a  note  in  1987,  I  believe,  at  $52,000,  so  it  was  under  $52,000. 

Mr.  Ben-Veniste.  The  loan  had  been  paid  down  to  $52,000. 
You're  stating  that  according  to  your  analysis,  the  payments,  that 
would  be  the  sales  made  of  land  from  the  Whitewater  Develop- 
ment, would  come  through  an  escrow  account  required  by  your 
bank,  and  would  be  utilized  to  pay  down  the  loan  as  the  sales  were 
made? 

Mr.  Proctor.  Correct. 

Mr.  Ben-Veniste.  You  felt  that  was  sufficient  collateral  and  you 
no  longer  needed  financial  statements  although,  if  I  understand 
you,  the  McDougals,  the  Clintons,  and  Wade  were  all  personally 
liable  on  the  loan  as  well? 

Mr.  Proctor.  Yes. 

Mr.  Ben-Veniste.  The  fact  that  you  didn't  have  their  financial 
statements  did  not  excuse  the  individuals,  including  the  Clintons, 
from  liability  on  the  loan. 

Mr.  Proctor.  That  is  very  true. 
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Mr.  Ben-Veniste.  Even  when  Mr.  Wade  came  into  the  picture, 
that  was  just  additional  collateral  and  security  for  the  loan.  You 
did  not  excuse  the  McDougals  or  the  Clintons? 

Mr.  Proctor.  Absolutely  not. 

Mr.  Ben-Veniste.  If  you  had  excused  the  Clintons,  I'm  sure  we 
would  be  hearing  about  that  in  chapter  and  verse.  But,  the  bank 
had  the  additional  value  of  collateral  in  the  personal  statement  of 
Mr.  Wade,  as  well. 

Mr.  Proctor.  Correct. 

Mr.  Ben-Veniste.  I  have  nothing  further. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Mr.  Patterson,  what  do  you  do  now? 

Mr.  Patterson.  I'm  self-employed. 

Mr.  Chertoff.  In  what  field? 

Mr.  Patterson.  I  farm. 

Mr.  Chertoff.  You  farm? 

Mr.  Patterson.  Yes,  sir. 

Mr.  Chertoff.  When  did  you  leave,  what  was  it,  the  River  Front 
Bank,  River  Side  Bank? 

Mr.  Patterson.  I'm  sorry? 

Mr.  Chertoff.  What  was  the  name  of  that  bank,  River  Side 
Bank? 

Mr.  Patterson.  River  Valley  Bank. 

Mr.  Chertoff.  River  Valley  Bank,  sorry.  When  did  you  leave 
River  Valley  Bank? 

Mr.  Patterson.  July  1995. 

Mr.  Chertoff.  How  long  did  you  work  at  River  Valley  Bank? 

Mr.  Patterson.  Sixteen  years. 

Mr.  Chertoff.  Who  hired  you? 

Mr.  Patterson.  I'd  have  been  hired  by  a  Board  of  Directors. 

Mr.  Chertoff.  Was  there  someone  in  particular? 

Mr.  Patterson.  No. 

Mr.  Chertoff.  Who  was  the  Chairman  of  the  Board  of  the  bank 
when  you  were  hired? 

Mr.  Patterson.  The  bank  was  a  total  stock  sale  and  acquisition. 
The  new  group  of  people,  which  was  a  reasonably  large  group  of 
people  for  that  community,  that  made  up  the  stockholders,  elected 
Ronnie  Udouj,  a  man  named  Larry  Hearst,  and  myself  as  the  direc- 
tors. It  was  understood  that  I  would  be  the  President  of  the  bank 
and  Mr.  Hearst  would  be  the  Senior  Vice  President.  Mr.  Udouj  was 
the  Chairman  of  the  Board. 

Mr.  Chertoff.  Where  was  the  bank  located? 

Mr.  Patterson.  Lavaca,  Arkansas. 

Mr.  Chertoff.  Which  was  where  relative  to  Little  Rock? 

Mr.  Patterson.  It's  on  the  Arkansas  River,  150  or  so  miles  west. 

Mr.  Chertoff.  Who  was  the  largest  shareholder  of  the  bank  in 
1992? 

Mr.  Patterson.  I  don't  know. 

Mr.  Chertoff.  So  16  years  earlier,  that  would  be  some  time  in 
late  1979  or  early  1980,  you  left  the  bank  of  Flippin  to  go  to  the 
River  Valley  Bank? 

Mr.  Patterson.  Yes. 

Mr.  Chertoff.  How  did  you  come  to  leave  the  bank  of  Flippin? 

Mr.  Patterson.  The  bank  at  Flippin  asked  for  me  to  resign. 
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Mr.  Chertoff.  They  asked  for  you  to  resign? 

Mr.  Patterson.  Yes. 

Mr.  Chertoff.  For  what  reason? 

Mr.  Patterson.  I  don't  know  there  was  a  specific  reason. 

Mr.  Chertoff.  Do  you  know  if  there  was  a  general  reason? 

Mr.  Patterson.  Well,  generally  there  was,  we'd  been  there  8 
years,  it  was  a  new  charter,  and  that's  probably  about  as  a  good 
time  factor  for  anybody  to  come,  start  a  new  bank  and  stay.  After 
4,  5,  6  years,  why  you're  usually  on  your  way  somewhere  else.  The 
bank  was  selling,  there  was  new  people  buying,  and  there  were 
people  selling  their  stock. 

Mr.  Chertoff.  Mr.  Ritter,  can  you  help  us  a  little  bit.  Do  you 
know  why  Mr.  Patterson  was  asked  to  leave? 

Mr.  Ritter.  Frank  Burge  followed  him  up.  I  believe  he  might 
know  better. 

Mr.  Chertoff.  I'm  sorry.  Mr.  Burge,  do  you  know  why? 

Mr.  Burge.  Yes,  sir. 

Mr.  Chertoff.'  Why? 

Mr.  Burge.  Mr.  Patterson  and  a  group  of  investors  were  trying 
to  start  a  savings  and  loan  in  a  contiguous  community. 

Mr.  Chertoff.  What  was  the  significance  of  that  in  terms  of  his 
activities  at  the  Flippin  Bank? 

Mr.  Burge.  Direct  conflict  of  interest. 

Mr.  Chertoff.  Is  that  right,  Mr.  Patterson? 

Mr.  Patterson.  It  was  one  of  the  reasons. 

Mr.  Chertoff.  Now,  we  have  that  straight.  I  want  to  come  back 
to  this  issue  of  Mr.  Wade,  and  I  want  to  explain  why  this  is  impor- 
tant. We  have  evidence  from  prior  depositions  of  Jim  Blair  that 
this  final  payment  by  Mr.  Wade  that  closed  the  loans  in  Mr.  Proc- 
tor's bank  was  made  during  the  campaign  in  1992,  shortly  after  the 
press  had  started  to  raise  issues  concerning  Whitewater.  And 
there's  evidence  that  Mr.  Blair  went  to  Mr.  Wade  and  asked  him 
to  pay  the  loan  off.  Naturally,  the  question  arises,  how  did  Mr. 
Wade  get  the  wherewithal  to  do  it.  Now,  Mr.  Patterson,  is  it  your 
understanding  that  Mr.  Wade,  in  fact,  originally  started  out  in 
Chapter  11  bankruptcy? 

Mr.  Patterson.  I'm  not  aware. 

Mr.  Chertoff.  Would  it  surprise  you  to  learn  he  filed  his  initial 
Chapter  11  bankruptcy  petition  on  November  1,  1989? 

Mr.  Patterson.  Yes. 

Mr.  Chertoff.  So  it  wasn't  the  mid-1980's  that  he  started  this, 
it  was  the  end  of  the  1980's;  right? 

Mr.  Patterson.  I'm  sorry? 

Mr.  Chertoff.  November  1,  1989,  is  when  he  filed  his  Chapter 
11  petition.  Do  you  consider  that  the  mid-1980's,  as  you  testified 
15  minutes  ago? 

Mr.  Patterson.  I  thought  it  was.  Yes,  sir,  I  thought  he  filed 
bankruptcy  quite  a  bit  earlier  than  that. 

Mr.  Chertoff.  Well,  do  you  have  reason  to  doubt  that  he  filed 
on  November  1,  1989?  That's  our  research  from  the  file.  Do  you 
have  reason  to  dispute  that? 

Mr.  Patterson.  I  wouldn't  dispute  a  filed  document,  no,  sir. 

Mr.  Chertoff.  Then  he  converted  to  Chapter  7.  Do  you  know 
what  Chapter  7  is? 
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Mr.  Patterson.  Yes,  I  do. 

Mr.  Chertoff.  Explain  to  us  what  Chapter  7  is. 

Mr.  Patterson.  Chapter  7  is  ultimate  bankruptcy. 

Mr.  Chertoff.  Ultimate  bankruptcy? 

Mr.  Patterson.  Yes. 

Mr.  Chertoff.  And  he  filed  that  on  November  1,  1990.  Did  you 
know  that? 

Mr.  Patterson.  No,  sir,  I  didn't  know  the  date. 

Mr.  Chertoff.  Do  you  know  a  guy  name  Claude  Jones? 

Mr.  Patterson.  I'm  sorry? 

Mr.  Chertoff.  Do  you  know  a  fellow  named  Claude  Jones? 

Mr.  Patterson.  No. 

Mr.  Chertoff.  He  was  the  trustee  on  that  bankruptcy.  Do  you 
know  what  a  trustee  does  in  a  Chapter  7  bankruptcy? 

Mr.  Patterson.  Limitedly,  yes. 

Mr.  Chertoff.  Give  us  your  limited  idea. 

Mr.  Patterson.  I  believe  he  becomes  responsible  for  the  assets. 

Mr.  Chertoff.  He  manages  the  assets  of  the  bankrupt  estate;  is 
that  right? 

Mr.  Patterson.  OK. 

Mr.  Chertoff.  Do  you  know  when  Mr.  Wade  emerged  from  the 
bankruptcy? 

Mr.  Patterson.  No,  sir. 

Mr.  Chertoff.  Did  you  know  that  Mr.  Jones  served  as  trustee 
until  August  9,  1994? 

Mr.  Patterson.  No,  sir. 

Mr.  Chertoff.  You  still  want  to  tell  us  that  when  you  made  the 
loan  to  Mr.  Wade  in  1992,  that  he  had  already  emerged  from  bank- 
ruptcy? 

Mr.  Patterson.  Well,  no,  I  wouldn't  say  that  because  it  is  not 
right  evidently. 

Mr.  Chertoff.  Now  that  throws  your  whole  testimony  of  15  min- 
utes ago  right  up  in  the  air.  Let's  try  it  again. 

Mr.  Patterson.  OK. 

Mr.  Chertoff.  Why  did  you  lend  Mr.  Wade  the  money? 

Mr.  Patterson.  He  was  worth  the  loan. 

Mr.  Chertoff.  Now,  you  said 

The  Chairman.  How  can  you  say  he  was  worth  the  loan? 

Mr.  Patterson.  If  he  wasn't,  then  I  made  an  error.  I  thought  he 
was  worth  the  loan. 

The  Chairman.  You  said,  you  didn't  like  Mr.  Wade.  You  weren't 
friends.  Isn't  that  true? 

Mr.  Patterson.  That's  true. 

The  Chairman.  So  what  did  you  look  at  and  what  led  you  to  be- 
lieve that  he  was  worth  the  loan?  Here's  a  man  that  the  records 
indicate  was  in  bankruptcy,  and  had  no  control  of  any  assets. 
What,  if  anything,  did  you  have  that  indicated  that  he  was  worth 
the  loan?  Because  you  spit  that  out  before,  he  was  worth  the  loan. 
What  do  you  mean  he  was  worth  the  loan?  Did  he  call  you? 

Mr.  Patterson.  Yes. 

The  Chairman.  He  called  you  up  on  the  phone? 

Mr.  Patterson.  I  would  assume,  yes,  sir. 

The  Chairman.  You  assume? 
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Mr.  Patterson.  I  never  saw  him  at  the  bank,  so  he  would  have 
called  me,  yes,  sir. 

The  Chairman.  He  just  said,  I  need  $10,000.  What  did  he  say? 

Mr.  Patterson.  Well,  any  time  he  ever  called  me,  he  always 
wanted  a  loan. 

The  Chairman.  Yes.  Anybody  tell  you  to  be  available  to  make  a 
loan  to  him? 

Mr.  Patterson.  That's  what  we  did  for  a  living,  yes,  sir. 

The  Chairman.  Did  anybody  call  you  and  tell  you  that  Mr.  Wade 
was  going  to  call  and  you  should  give  him  a  loan? 

Mr.  Patterson.  No,  sir. 

The  Chairman.  Nobody.  So  the  phone  rang  one  day.  You  haven't 
told  us  yet  for  how  long. 

Mr.  Patterson.  We  made  him  several  loans. 

The  Chairman.  When  was  the  first  time  you  made  him  a  loan? 

Mr.  Patterson.  I  don't  remember  the  first  loans  that  we  made 
at  the  bank  I  worked  at,  at  Lavaca,  and  I  don't  remember  the  last 
loans. 

The  Chairman.  Wait,  the  last  loan  you  made  to  him  was  this 
$10,000,  isn't  that  true? 

Mr.  Patterson.  I  didn't  think  so  but  it  might  have  been. 

The  Chairman.  You  mean  you  made  him  a  loan  after  that? 

Mr.  Patterson.  I  thought  so. 

The  Chairman.  Supposing  I  told  you  you  didn't  make  him  any 
loans  after  that? 

Mr.  Patterson.  Well,  the  record  would  show  what  we  made.  We 
kept  a  good  log  of  all  the  loans  that  were  made. 

The  Chairman.  Now,  Mr.  Burge,  did  you  take  over  the  bank 
thereafter? 

Mr.  BURGE.  Yes,  sir. 

The  Chairman.  You  got  the  records  dealing  with  the  loans  that 
were  made  in  these  transactions  back  in  1992? 

Mr.  Burge.  No,  I  was  at  the  Citizens  Bank. 

The  Chairman.  That's  the  one  that  he  moved  out  of? 

Mr.  Burge.  Yes. 

The  Chairman.  What's  the  name  of  this  bank? 

Mr.  Chertoff.  This  is  the  Bank  of  River  Valley. 

The  Chairman.  The  Bank  of  River  Valley.  Well,  we  better  get  the 
records  of  the  Bank  of  River  Valley. 

Mr.  Patterson.  I  think  that  they  have  been  subpoenaed. 

The  Chairman.  Have  we  gotten  those  records?  Do  we  have  the 
records? 

Mr.  Chertoff.  I  do  not  believe  we  have  those  records. 

Senator  Sarbanes.  Is  there  some  bank  we  missed  in  Arkansas? 

[Laughter.] 

Mr.  Chertoff.  Evidently  they're  all  connected  in  some  way. 

[Laughter.] 

The  Chairman.  I  have  to  tell  you  something.  I  don't  think  it  is 
humorous,  and  I'll  tell  you  why.  We  are  not  talking  about  just  some 
loan  or  any  loan.  This  is  a  loan  made  to  a  fellow  who's  bankrupt. 
You  come  here  with  a  preposterous  story  about  a  fellow  that  you 
don't  even  like  who  calls  up,  he  is  in  bankruptcy  and  you  make  a 
$10,000  loan.  We  ask  why,  and  you  say  he  was  worth  it.  We  ask 
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you,  what  do  you  mean  he  was  worth  it?  You  say,  well,  he  was 
worth  it. 

Mr.  Ben-Veniste.  We  have  the  $10,000  loan.  That  was  under 
subpoena. 

The  Chairman.  I  would  like  to  find  out  the  documentation,  if 
any.  Why  was  he  worth  it?  What  collateral  did  he  sign?  Did  he  pay 
it  back?  Do  you  know  if  he  paid  it  back? 

Mr.  Patterson.  I  do  not. 

The  Chairman.  Are  you  still  at  that  bank? 

Mr.  Patterson.  No,  sir. 

The  Chairman.  When  did  you  leave  that  bank? 

Mr.  Patterson.  I  left  in  July  1995. 

The  Chairman.  You  made  this  loan  when,  in  1992? 

Mr.  Patterson.  Yes,  sir. 

The  Chairman.  When,  May? 

Mr.  Patterson.  I  didn't  remember  making  the  loan. 

The  Chairman.  You  don't  even  remember  making  it? 

Mr.  Patterson.  No,  I  do  not.  But  I'm  sure  that  I  made  it.  I  have 
had  enough  people  tell  me  that  the  bank  did. 

The  Chairman.  Is  it  your  custom  to  make  a  loan  to  somebody  of 
$10,000  over  the  telephone?  Did  you  make  it  over  the  telephone? 

Mr.  Patterson.  Yes. 

The  Chairman.  Did  you  get  any  collateral  for  it? 

Mr.  Patterson.  I  don't  remember.  I  would  have  assumed  that 
there  would  have  been  collateral. 

The  Chairman.  Mr.  Chertoff,  go  ahead,  see  if  you  can 

Mr.  Chertoff.  Mr.  Patterson,  I  understand  that  when  someone 
is  in  bankruptcy,  they're  not  supposed  to  be  engaging  in  financial 
transactions  without  court  supervision;  right? 

Mr.  Patterson.  No,  I  didn't  understand  that  if  somebody  had 
filed  bankruptcy  that  they  couldn't  go  make  a  new  deal. 

Mr.  Chertoff.  Your  understanding  is  that  if  you  are  in  bank- 
ruptcy, you  can  make  all  kinds  of  deals.  You  can  pay  this  one  and 
pay  that  one,  totally  outside  of  the  supervision  of  the  court  that's 
protecting  the  pre-existing  creditors;  right? 

Mr.  Patterson.  I'm  sorry,  you  need  to  phrase  that  for  me  again. 

Mr.  Chertoff.  All  right,  let  me  ask  you  this,  Mr.  Patterson.  You 
told  us  earlier,  when  we  took  our  first  whack  at  getting  the  story 
here,  that  there  were  several  loans  that  had  been  made  by  River 
Valley  Bank  to  Mr.  Wade.  By  the  way,  where  was  Mr.  Wade's  cen- 
ter of  operations? 

Mr.  Patterson.  At  Flippin. 

Mr.  Chertoff.  Where  is  Flippin  relative  to  River  Valley  Bank? 

Mr.  Patterson.  Oh,  175,  185  miles. 

Mr.  Chertoff.  Is  Flippin  considered  to  be  in  the  territory  of  the 
River  Valley  Bank? 

Mr.  Patterson.  No. 

Mr.  Chertoff.  So  it  was  an  out-of-territory  loan? 

Mr.  Patterson.  Yes,  it  was. 

Mr.  Chertoff.  Were  Mr.  Wade's  other  loans  from  the  River  Val- 
ley Bank  out-of-territory  loans? 

Mr.  Patterson.  Yes. 

Mr.  Chertoff.  You  said  you  didn't  like  Mr.  Wade? 
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Mr.  Patterson.  Well,  I  said  we  weren't  friends,  I  believe  is  hope- 
fully what  I  said.  I  probably  don't  like  him,  though,  if  you  want  to 
say  that.  He  voted  against  me  back  when  Frank  and  everybody 
voted  against  me,  which  was  fine. 

Mr.  Chertoff.  He  was  one  of  the  guys  who  was  responsible  for 
kicking  you  out  of  the  Bank  of  Flippin? 

Mr.  Patterson.  He  was. 

Mr.  Chertoff.  For  this  conflict  of  interest? 

Mr.  Patterson.  That's  right. 

Mr.  Chertoff.  Yet  you  are  the  guy  he  comes  to  to  get  a  loan 
when  he's  in  bankruptcy  and  he  needs  to  pay  off  a  debt  on  White- 
water to  clean  it  up? 

Mr.  Patterson.  Well,  I  didn't  know  it  was  for  Whitewater. 

Mr.  Chertoff.  What  did  he  tell  you  it  was  for? 

Mr.  Patterson.  I  don't  really  remember.  He  had  several  loans 
at  the  bank.  I  believe  I've  told  you  that. 

Mr.  Chertoff.  That's  not  an  answer,  Mr.  Patterson.  I'm  not  a 
banker,  but  I've  had  enough  to  do  with  banks  that  I  have  to  tell 
you,  I  have  never  heard  of  a  banker  who  gives  out  a  loan  and  says, 
well,  I  don't  need  to  know  what  you  need  it  for  because  you've  got 
other  loans  at  the  bank.  Are  you  telling  us  that  you  didn't  ask  him 
what  the  purpose  of  the  loan  was? 

Mr.  Patterson.  I  would  have  probably  asked  him  what  the  pur- 
pose of  the  loan  was.  I  don't  remember  what  he  said. 

Mr.  Chertoff.  Didn't  care  enough  to  figure  out  what  he  said? 

Mr.  Patterson.  Really  didn't. 

Mr.  Chertoff.  You  don't  know  if  you  got  any  collateral? 

Mr.  Patterson.  I  don't  remember. 

Mr.  Chertoff.  You  had  one  telephone  conversation  with  him? 

Mr.  Patterson.  No,  he  called  the  bank  reasonably  often. 

Mr.  Chertoff.  About  this  loan? 

Mr.  Patterson.  No,  sir.  I  don't  remember  him  calling  about  this 
loan. 

Mr.  Chertoff.  You  said  you  had  other  loans  secured  by  prop- 
erty. Do  you  want  to  change  your  testimony  now  about  whether 
those  other  loans  were  loans  that  existed  before  he  went  into  bank- 
ruptcy? 

Mr.  Patterson.  Well,  I  was  giving  testimony  to  the  best  of  my 
memory  and  recollection.  There  were  loans  made  at  the  bank  that 
I  worked  at  and  they  were  on  property.  And  I  don't  remember  how 
they  would  work.  You  would  have  to  take  each  of  the  loans  and 
look  at  it  and  very  carefully  see  what  it  was  based  on. 

Mr.  Chertoff.  You  think  that  maybe  those  original  loans  were 
made  before  he  went  into  bankruptcy? 

Mr.  Patterson.  I  don't  remember. 

Mr.  Chertoff.  Do  you  think  maybe  the  Bank  of  River  Valley,  in 
fact,  was  one  of  the  creditors  in  the  bankruptcy? 

Mr.  Patterson.  I  don't  remember  being  a  creditor  in  it. 

Mr.  Chertoff.  Had  you  dealt  with  Mr.  Wade  with  respect  to 
these  other  loans?  You  were  President  of  the  bank  at  this  point? 

Mr.  Patterson.  I'd  have  been  the  one  that  he  started  out  with. 

Mr.  Chertoff.  So  you  were  responsible  for  making  all  the  other 
loans  to  him? 

Mr.  Patterson.  Yes. 
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Mr.  Chertoff.  And  you  can't  remember- 


Mr.  Patterson.  I  would  have  been  the  one  responsible  for  start- 
ing out.  If  they  were  a  certain  size,  the  Board  would  have  had  to 
voted  on  it.  And  depending  on  the  nature  of  the  collateral,  some 
person  in  the  bank  would  have  been  responsible  for  handling  it. 

Mr.  Chertoff.  Do  you  know  some  people  named  Larimore,  John 
and  Marilyn  Larimore? 

Mr.  Patterson.  Say  the  last  name  again? 

Mr.  Chertoff.  Larimore? 

Mr.  Patterson.  I  don't  know  them.  I  know  of  the  name,  yes,  sir. 

Mr.  Chertoff.  Did  you  do  business  with  them  when  you  were 
at  the  Bank  of  River  Valley? 

Mr.  Patterson.  We  made  them  a  loan  and  that  was  the  loan 
that  evidently  allegedly  it  was  Wade's  asset,  it  was  the  wrong  pur- 
pose of  the  loan,  it  was  something  that  was  in  his  bankruptcy.  The 
bank  was  protected  and  safe,  but  he  did  something  wrong,  and  I 
believe  that  was  one  of  the  ones  that  he  plea  bargained  with  the 
Special  Prosecutor  on. 

Mr.  Chertoff.  When  did  you  learn  there  was  a  problem  with 
this  Larimore  loan  in  the  bankruptcy? 

Mr.  Patterson.  Well,  I  didn't  know  about  it  being  in  bankruptcy 
but  the  FBI  told  us  and  showed  us  documents  on  Larimore. 

Mr.  Chertoff.  I  think,  Mr.  Chairman,  the  red  light  is  on. 

The  Chairman.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  I  thought  we  had  the  file  on  this  $10,000  loan. 
We've  hit  more  banks  in  Arkansas  than  Bonnie  and  Clyde.  I  can't 
imagine  we  missed  any.  Let  me  ask  you  this,  Mr.  Patterson.  Did 
anyone  tell  you  to  make  the  loan  to  Mr.  Wade? 

Mr.  Patterson.  No. 

Mr.  Ben-Veniste.  This  $10,000  loan  was  made  in  what  year? 

Mr.  Patterson.  I  believe  he  said  1992. 

Mr.  Ben-Veniste.  Taking  from  your  testimony,  you  don't  have  a 
specific  recollection  of  the  circumstances  or  indeed  of  even  having 
made  that  $10,000  loan  as  you  sit  here  today? 

Mr.  Patterson.  I  can't  honestly  say  I  remember  it. 

Mr.  Ben-Veniste.  But  you  know  that  your  bank  did  business 
with  Mr.  Wade  prior  to  the  making  of  the  $10,000  loan.  This  wasn't 
the  first  loan  that  you  had  made  to  him? 

Mr.  Patterson.  I  don't  think  so.  It  seemed  like  we  would  have 
had  larger  loans  made  earlier. 

Mr.  Ben-Veniste.  I  guess  the  point  here  is  whether  someone  told 
you  to  please  make  this  $10,000  loan  to  Mr.  Wade  because  that 
was  somehow  going  to  help  some  political  situation  in  Arkansas. 

Mr.  Patterson.  That  didn't  happen. 

Mr.  Ben-Veniste.  Of  that  you  can  be  certain? 

Mr.  Patterson.  That's  true. 

Mr.  Ben-Veniste.  I've  tried  to  finish  it  up. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Let  me  just  pull  this  down,  and  I'm  going  to  put 
it  on  the  Elmo  so  we  don't  take  the  time  to  copy  it,  but  we  can  all 
see  it.  It's  an  affidavit.  It  was  actually  Ozark  Air  Services,  Chris 
Wade's  company;  right? 

Mr.  Patterson.  I  don't  know. 
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Mr.  Chertoff.  It  appears  from  an  affidavit  filed  by  Chris  Wade 
that  the  proceeds  of  this  loan  shall  be  used  in  my  business,  agricul- 
tural pursuits. 

Mr.  Patterson.  Oh.  So  you  told  me  I  made  Chris  Wade  a  loan 
and  I  really  didn't  make  him  a  loan?  Is  that  what  you're  saying? 

Mr.  Chertoff.  What  I'm  telling  you,  Mr.  Patterson,  is  you  actu- 
ally swore  to  us  that  Chris  Wade  called  you  up  and  asked  you  for 
a  loan.  Now  that  happened;  right? 

Mr.  Patterson.  Well,  I  didn't  know  who  he  asked  it  for,  and  I 
will  tell  you,  you  know,  I'm  answering  your  questions,  but  I  haven't 
had  those  documents.  As  a  matter  of  fact,  my  family  had  to  send 
thousands  of  every  check  that  I  have  ever  written  from  1978  until 
a  very  recent  time  ago,  every  deposit  that  I  have  ever  had  is  now 
somewhere  and  all  the  copies  that  you  have  here  in  front  of  me, 
and  I  don't  have. 

Mr.  Chertoff.  Well,  for  the  record,  we  don't  have  your  personal 
checks  and  deposits  slips. 

Mr.  Patterson.  They're  not  any  good  anyway. 

Mr.  Chertoff.  I  take  it  you  mean  the  Independent  Counsel  sub- 
poenaed them? 

Mr.  Patterson.  They're  gone,  yes,  sir. 

Mr.  Chertoff.  All  right.  Does  this  refresh  your  memory  that  you 
didn't  really  get  a  purpose  from  Mr.  Wade?  I  mean,  the  bottom  line 
is  I  don't  want  to  do  the  whole  bankruptcy  case  here,  but  you  know 
where  we're  at,  Mr.  Patterson.  Here  it  is  in  the  middle  of  a  Presi- 
dential Campaign.  All  of  a  sudden,  Whitewater  hits  the  radar 
screen.  Jim  Blair  makes  a  trip  up  to  Flippin  to  talk  to  Chris  Wade. 
Suddenly,  after  14  years,  the  loan  is  retired.  Now  the  question  that 
arises  is,  how  does  a  man  who  is  in  the  middle  of  bankruptcy, 
which  means  he  has  all  these  people  he  owes  money  to,  how  does 
he  all  of  a  sudden  get  the  money  in  order  to  pay  off  this  loan  on 
Whitewater?  This  has  not  been  a  burning  matter  of  concern  for  the 
last  14  years  or  10  years  that  you  were  involved  in  it. 

It  turns  out  that  he  calls  you  up.  You,  a  person  he  doesn't  even 
get  along  with.  You  wind  up  giving  him  a  loan  over  the  telephone. 
You  don't  remember  why  you  did  it.  You  didn't  know  he  was  in 
bankruptcy.  There's  no  indication  that  we  can  determine  in  the 
bankruptcy  file  that  this  was  reported  to  the  bankruptcy  court. 
You're  not  even  sure  who  the  loan  was  made  to.  You  don't  know 
if  it  was  secured  by  anything  other  than  a  promissory  note.  And 
when  you  talk  about  all  this  other  property  that's  available  as  secu- 
rity, you're  not  even  sure  whether  that  property  was  part  of  the 
bankruptcy  or  not. 

Mr.  Patterson.  Sounds  like  when  I  told  you  I  didn't  really  re- 
member it,  I  might  have  been  telling  the  truth. 

Mr.  Chertoff.  Mr.  Patterson,  it  sounds  like  this  whole  loan  was 
incredibly  irregular. 

Mr.  Patterson.  No,  it  wasn't  incredibly  irregular  at  all. 

Mr.  Chertoff.  You  can't  even  tell  us  whether  this  loan  was  paid 
back,  can  you? 

Mr.  Patterson.  No,  I  can't.  And  you  haven't  put  the  document 
on  the  screen  you  was  going  to  show  me. 
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Mr.  Chertoff.  Well,  I  will  be  happy  to  take  it  down  to  you.  You 
know,  this  question  about  this  curious  conversation  with  Mr.  Wade 
just  emerged  here.  And  I  must  say,  to  my  surprise. 

Senator  Sarbanes.  Maybe  you  could  give  him  a  copy  of  that  doc- 
ument. 

Mr.  Chertoff.  We  are  giving  him  our  copy. 

Senator  Sarbanes.  Mr.  Patterson,  they  will  bring  the  document 
to  you.  Did  you  do  a  deposition  with  this  Committee's  staff? 

Mr.  Patterson.  I'm  sorry,  I  couldn't  hear  you,  Senator. 

Senator  Sarbanes.  Did  you  do  a  deposition  with  this  Commit- 
tee's staff? 

Mr.  Patterson.  Yes. 

Senator  Sarbanes.  When  was  that,  do  you  recall? 

Mr.  Patterson.  February  26,  1996.  February  22nd,  I'm  sorry. 

Senator  Sarbanes.  When? 

Mr.  Patterson.  February  22nd. 

Senator  Sarbanes.  You  did  your  deposition? 

Mr.  Patterson.  Yes,  sir. 

Senator  Sarbanes.  Were  you  shown  these  documents  that  you're 
now  being  asked  about? 

Mr.  Patterson.  No,  sir.  It  was  over  the  telephone. 

Senator  Sarbanes.  So  no  documents  were  sent  to  you  for  you  to 
use  in  the  course  of  your  deposition? 

Mr.  Patterson.  No,  sir. 

Senator  Sarbanes.  Thank  you. 

Mr.  Chertoff.  Just  to  finish  up.  Mr.  Proctor,  was  it  your  under- 
standing that  all  of  Chris  Wade's  Whitewater  lots  were  pledged  as 
part  of  his  obligation  to  your  bank? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  So  your  understanding  was  that  any  Whitewater 
property  that  Wade  had  was  secured 

Senator  Sarbanes.  Mr.  Chairman,  we'd  like  to  have  a  copy  of  the 
document  so  we  can  follow  along. 

The  Chairman.  I'll  tell  you  what  we  will  do.  Since  it  seems  to 
me  that  we  are  going  to  get  into  some  extensive  examination  of  Mr. 
Patterson,  and  some  documents  are  not  available,  we  will  have 
some  copies  made  and  we  will  stand  in  recess  until  3:00  o'clock. 

[Whereupon,  at  1:50  p.m.,  the  Committee  was  recessed,  to  recon- 
vene at  3:00  p.m.,  the  same  day,  Wednesday,  May  8,  1996.] 
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AFTERNOON  SESSION 

The  Chairman.  The  meeting  will  come  to  order. 

Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

This  is  where  we  were  when  we  left.  We  had  a  loan  which  had 
originally  been  issued  in  1978  by  what  was  then  called  the  Citizens 
Bank.  There  remained  an  unpaid  balance  on  the  loan  14  years 
later  in  1992.  At  that  point,  the  loan  was  in  Mr.  Proctor's  bank;  is 
that  correct? 

Mr.  Proctor.  That  is  correct. 

Mr.  Chertoff.  That  Whitewater  loan  was  secured  by  a  number 
of  lots  of  the  property  of  Whitewater;  right? 

Mr.  Proctor.  Yes,  sir. 

Mr.  Chertoff.  It  was  also  guaranteed  by  the  people  who  had  the 
obligation  to  pay  the  debt  Chris  Wade,  Bill  Clinton,  and  Hillary 
Clinton;  correct? 

Mr.  Proctor.  Well,  I  was  reviewing  the  security  agreement  and 
it  appears  that  the  only  people  that  were  still  liable  were  the  four, 
the  McDougals  and  the  Clintons,  the  husbands  and  wives. 

Mr.  Chertoff.  They  were  personally  liable? 

Mr.  PROCTOR.  Right.  And  Wade  was  only,  we  only  released  some 
lots  to  him  subject  to  our  mortgage  to  be  able  to  sell,  so  he  really 
wasn't  liable  on  the  loan  itself. 

Mr.  Chertoff.  Other  than  the  property  itself  as  collateral,  the 
only  people  who  were  on  the  hook  personally  and  provided  the  per- 
sonal security  were  the  Clintons  and  the  McDougals? 

Mr.  Proctor.  Correct. 

Mr.  Chertoff.  By  the  way,  did  you  know  that  Mr.  Wade  was  in 
bankruptcy  in  1992? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  Here  we  are  in  May  1992,  and,  as  we  know  from 
our  prior  hearings  in  February,  the  press  had  begun  to  ask  ques- 
tions about  Whitewater.  There  was,  I  think,  an  amendment  of  the 
Presidential  Disclosure  Statement  shortly  thereafter  in  which  the 
Whitewater  loan  was  added  to  that  Presidential  Disclosure  State- 
ment for  the  first  time.  We  have  evidence  that  Jim  Blair  from 
Tyson's  had  made  a  trip  to  meet  with  Chris  Wade  up  in  Flippin 
to  ask  him  to  pay  off  the  balance  of  this  loan  on  which  the  Clintons 
and  the  McDougals  were  liable,  and  which  were  secured  by  this 
property. 

Now  we  come  to  you,  Mr.  Patterson,  you're  now  with  what  was 
called,  at  one  time,  the  Bank  of  River  Valley,  but  later  becomes  the 
Bank  of  Lavaca;  right? 

Mr.  Patterson.  It  started  out  Citizens  Bank  of  Lavaca,  and  it 
is  now  called  River  Valley  Bank  &  Trust. 

Mr.  Chertoff.  All  right.  Let's  call  it  the  Citizens  Bank  of  Lavaca 
because  I  think  that  was  the  name  back  in  1992.  You  were  the 
President  of  that  bank;  right? 

Mr.  Patterson.  Yes,  sir. 

Mr.  Chertoff.  In  1992,  Chris  Wade  calls  you  up;  and  he's  the 
guy  that  you've  previously  told  us  you  don't  like.  He's  the  guy  who 
we  know  is,  at  this  time,  in  bankruptcy,  and  he  tells  you  that  he 
wants  to  take  a  loan  out;  right? 

Mr.  Patterson.  I  believe  so. 
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Mr.  Chertoff.  Does  he  tell  you  what  the  loan  is  for? 

Mr.  Patterson.  Not  that  I  remember. 

Mr.  Chertoff.  We've  handed  out  three  documents.  On  the  affi- 
davit that  Mr.  Wade  signs  for  the  company  which  actually  phys- 
ically holds  the  lots,  he  indicates  the  proceeds  of  the  loan  are  to  be 
used  for  business  and  agricultural  pursuits,  and  there's  no  more 
detail  there.  And  I  take  it  you  didn't  ask  for  any  more  detail? 

Mr.  Patterson.  I  don't  remember. 

Mr.  Chertoff.  Now  if  both  you  and  Mr.  Proctor  would  look  at 
the  other  documents  I've  put  before  you,  you're  going  to  see  there 
are  two  documents,  one  from  the  First  Ozark  National  Bank  which 
is  Mr.  Proctor's  bank,  and  one  from  Mr.  Patterson's  then  bank,  the 
Bank  of  Lavaca. 

It  looks  like  to  me  it's  not  as  you  told  us  earlier,  Mr.  Patterson. 
You  made  a  $10,000  loan  based  on  some  other  property  that  was 
used  to  secure  some  other  loans  that  were  granted  at  a  time  that 
you  don't  remember.  It  looks  like  what  happened  was  the  pieces  of 
property  that  were  used  to  secure  the  loan  at  Mr.  Proctor's  bank 
were  transferred  over  to  your  bank,  Mr.  Patterson,  as  security  for 
the  loan  that  you  gave  to  Mr.  Wade  to  pay  off  Mr.  Proctor's  bank. 
Is  that  pretty  much  what  the  story  is? 

Mr.  Patterson.  No,  sir. 

Mr.  Chertoff.  Then  tell  us  what  your  memory  of  the  story  is. 

Mr.  Patterson.  Well,  from  this  morning,  you  asked  me  what  we 
had  for  collateral,  and  I  told  you  I  didn't  know.  I  just  didn't  remem- 
ber. And  if  I  didn't  remember,  I  didn't  remember. 

We  then  pushed  the  situation  is  did  our  bank  give  $10,000  away 
to  somebody,  and  my  answer,  or  my  intentional  response  was  that 
in  some  manner,  it  would  be  collateralized.  I  knew  that  we'd  had  i 
business  with  these  people  and  their  associates  and  their  compa-  i 
nies,  and  you  know,  we  weren't  a  loose  bank,  and  we  had  collateral. 
And  as  I  see  now,  we  had  these  lots  as  collateral,  yes,  sir. 

Mr.  Chertoff.  Now  those  lots,  Mr.  Patterson,  happened  to  be 
the  Whitewater  lots  which  were  used  to  secure  Mr.  Proctor's  loan. 
You  see  the  other  deed  of  release,  when  Mr.  Proctor's  bank  was 
paid  off  with  the  money  that  came  from  your  bank  to  Chris  Wade, 
the  property  that  was  used  to  secure  the  original  loan  from  Mr. 
Proctor's  bank  moved  over  to  your  bank. 

In  effect,  gentlemen,  what  I'm  suggesting  to  you  happened  is,  the 
loan  was  simply  moved  off  the  books  of  Mr.  Proctor's  bank — and 
I'm  not  suggesting  from  your  standpoint,  Mr.  Proctor,  that  that  was 
wrong — it  was  moved  off  the  books  of  your  bank  and  put  on  the 
books  of  Mr.  Patterson's  bank.  Because  what  happened  is  that  the 
property,  the  loan  was  paid  off  to  you  and  the  property  you  held 
as  security  was  transferred  over  to  your  bank  and  used  as  security 
for  the  loan  that  was  used  to  pay  off  Mr.  Proctor's  bank. 

Now  it  looks  like  and  correct  me  if  you  have  a  contrary  memory, 
gentlemen,  what  happened  here  is  essentially,  Mr.  Proctor,  your 
loan  got  paid  off.  Then  with  the  property  that  had  been  used  to  se- 
cure your  loan,  an  identical  amount  of  money  was  taken  out  of  your 
bank,  Mr.  Patterson,  which  was  used  to  pay  off  Mr.  Proctor.  In  ef- 
fect, the  loan  moved  from  Mr.  Proctor's  bank  to  Mr.  Patterson's 
bank,  with  one  big  exception.  When  the  loan  was  at  your  bank,  Mr. 
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Proctor,  in  addition  to  the  property,  it  was  secured  by  four  individ- 
uals personally;  right? 

Mr.  Proctor.  That  is  correct. 

Mr.  Chertoff.  I  gather  that  security  was  a  part  of  the  security 
that  made  you  comfortable  with  the  creditworthiness  of  that  loan? 

Mr.  Proctor.  Yes. 

Mr.  Chertoff.  When  the  loan  reappears  on  the  books  of  your 
bank,  Mr.  Patterson,  it  has  the  same  property  as  security,  but  it 
doesn't  have  any  personal  guarantees  anymore.  In  the  transition 
from  Mr.  Proctor's  bank  to  Mr.  Patterson's  bank,  the  same  amount 
of  money  is  secured  by  the  same  amount  of  property,  but  Mr.  Pat- 
terson's bank  doesn't  have  any  individual  signatories  on  the  loan. 
There's  nobody  to  go  after  only  the  physical  pieces  of  property. 

Mr.  Patterson,  you  have  the  mortgage  in  front  of  you.  Is  there 
anything  besides  Whitewater  Estates  and  the  promissory  note  of 
Chris  Wade,  who  is  bankrupt,  any  other  piece  of  property  that  se- 
cures that  mortgage  for  this  loan? 

Mr.  Patterson.  On  these  documents  that's  in  front  of  me? 

Mr.  Chertoff.  Right. 

Mr.  Patterson.  I  did  not  see  any. 

Mr.  Chertoff.  So  I  think  we  have  finally,  at  least  to  my  knowl- 
edge, a  question  has  been  answered.  The  question  was  how  is  it 
that  the  Whitewater  loan  got  paid  off?  By  the  way,  Mr.  Proctor,  did 
you  ever  talk  to  Mr.  Blair  about  the  payoff  of  this  loan? 

Mr.  Proctor.  No,  sir. 

Mr.  Chertoff.  And  Mr.  Patterson,  you  said  you  never  spoke  to 
Mr.  Blair? 

Mr.  Patterson.  Don't  know  the  man.  I  did  not  speak  to  him. 

Mr.  Chertoff.  Did  you  ever  talk  to  anybody  from  Tyson's  Food 
in  connection  with  this  transaction? 

Mr.  Patterson.  No,  sir. 

Mr.  Chertoff.  Is  Tyson's  a  depositor  at  your  bank? 

Mr.  Patterson.  No,  sir. 

Mr.  Chertoff.  Do  they  do  business  at  the  Bank  of  Lavaca? 

Mr.  Patterson.  We've  some  people  that  work  at  a  chicken  plant 
that  might  be  owned  by  Tyson  that  cashes  and  deposits  checks. 

Mr.  Chertoff.  How  big  was  your  bank  in  1992? 

Mr.  Patterson.  I  don't  know,  but  the  bank  was  $4  million  when 
we  started  there,  and  it  was  $85  million  when  we  left. 

Mr.  Chertoff.  That's  a  story  for  another  day. 

Mr.  Patterson.  It's  a  good  story  I  hope  you  would  think. 

Mr.  Chertoff.  With  respect  to  this  transaction,  Mr.  Proctor  and 
Mr.  Patterson,  what  we  have  is  this.  We  started  out  with  what  is 
a  loan,  the  remainder  of  the  Whitewater  loan  secured  by  the  re- 
mainder of  the  property  and  the  personal  guarantees  of  four  peo- 
ple. It  moves  over  to  your  bank,  Mr.  Patterson,  and  when  it  makes 
that  move,  it  winds  up  being  the  same  loan  amount  that's  a  loan 
secured  by  the  same  amount  of  property,  but  the  four  people  who 
had  liability  had  dropped  out  of  the  transition. 

My  question  to  you,  Mr.  Patterson,  is  this.  Why  were  you  pre- 
pared to  accept  the  loan  that  Mr.  Proctor  had  four  guarantors  on 
without  requiring  those  same  people  to  sign? 

Mr.  Patterson.  I  didn't  know  Mr.  Proctor  had  the  loan  or  the 
four  guarantors.  Did  Mr.  Proctor  say  that  I  knew  that? 
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Mr.  Chertoff.  No.  I  am  just  asking  you.  Did  you  explore  with 
Mr.  Wade  what  he  was  using  the  money  to  pay  off?  Did  you  exam- 
ine what  the  money  was  going  to  be  used  for?  Did  you  do  any  due 
diligence  at  all  with  respect  to  this  man  that  you  were  lending 
money? 

Mr.  Patterson.  I  don't  remember. 

Mr.  Chertoff.  Mr.  Chairman,  I  think  on  that  note  I'm  done. 

The  Chairman.  Senator  Sarbanes. 

Mr.  Ben-Veniste.  Well,  we've  established  that  Mr.  Tyson  did  not 
own  your  bank,  he  wasn't  an  officer,  he  wasn't  on  the  Board  of  Di- 
rectors, he  wasn't  a  substantial  depositor  in  your  bank.  Did  you, 
from  time  to  time,  in  the  relevant  years,  have  a  chicken  sandwich? 

[Laughter.] 

Mr.  Patterson.  I  don't  remember. 

Mr.  Ben-Veniste.  Obviously,  Mr.  Patterson,  the  connection  that 
Mr.  Chertoff  is  straining  to  find  was  not  there  according  to  every- 
thing you  know  about  the  ownership  and  control  of  the  bank;  is 
that  correct? 

Mr.  Patterson.  Correct. 

Mr.  Ben-Veniste.  Now  let  me  explore  this- 


Mr.  Patterson.  I'm  sorry.  I  said  correct  to  what?  I  mean- 


Mr.  Ben-Veniste.  Correct  to  your  knowledge  that  Mr.  Tyson  did 
not  own,  or  control  the  bank,  or  in  some  way  direct  you  to  make 
a  loan  of  $10,500  to  Mr.  Wade  in  1988,  I  guess?  I'm  sorry,  1992. 

Mr.  Patterson.  1992. 

Mr.  Ben-Veniste.  1992;  correct? 

Mr.  Patterson.  That's  correct. 

Mr.  Ben-Veniste.  We've  established  that  no  one  else  pressured 
you  to  make  this  loan  to  Mr.  Hale,  I'm  sorry,  to  Mr.  Wade. 

Mr.  Patterson.  Actually  the  loan  was  to  Ozarks  Air  something. 

Mr.  Ben-Veniste.  Ozark  Air  Services  which  Mr.  Wade  was  a 
principal  of,  I  take  it. 

Mr.  Patterson.  Well,  to  Ozarks  Air.  I  don't  know  who  the  prin- 
cipals were. 

Mr.  Ben-Veniste.  Mr.  Proctor,  when  your  loan  was  paid  off, 
what  was  the  balance  paid  off? 

Mr.  Proctor.  It  was  approximately  $10,000. 

Mr.  Ben-Veniste.  At  that  time,  you  had  still  security  for  that 
loan  in  a  number  of  different  lots  and  assignment  of  contract;  is 
that  correct? 

Mr.  Proctor.  That  is  correct. 

Mr.  Ben-Veniste.  The  security  for  the  loan  that  you  accepted  as 
you  now  see  documented,  included  the  assignment  of  contracts  and 
the  remaining  lots  are  listed,  2,  9,  23,  30,  37,  43,  and  44. 

Mr.  Patterson.  I  don't  think  I  had  the  assignment  of  any  con- 
tracts. I'm  not  sure. 

Mr.  Ben-Veniste.  If  you  check 

Mr.  Patterson.  It  was  only  seven  lots. 

Mr.  Ben-Veniste.  It  was  seven  lots.  It  says,  "Assignment  of  Con- 
tracts" above  that.  Then  in  parentheses,  it  says,  "See  Contracts." 

Mr.  Patterson.  Yes,  sir,  I  see  that. 

Mr.  Ben-Veniste.  Does  that  reflect  there  were  contracts  of  sale 
that  were  assigned? 

Mr.  Patterson.  Yes,  sir. 
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Mr.  Ben-Veniste.  In  the  box  marked  4  checked  above,  it  says, 
"Mortgage,  Ucc-l's  &  Assignments"  which  reflects  a  securitization 
for  the  loan;  correct? 

Mr.  Patterson.  Yes,  sir. 

Mr.  Ben-Veniste.  I  know  that  your  recollection  is  not  the  great- 
est on  this,  and  that  you  haven't  been  shown  these  documents  prior 
to  your  appearance  here  today,  but  to  the  best  of  your  knowledge, 
at  the  time  you  made  the  loan,  did  you  feel  that  it  was  adequately 
secured? 

Mr.  Patterson.  Yes.  Also,  this  is  kind  of  a  garbage  terminology. 
All  these  people  are  from  an  area  where  there's  a  lot  of  assignment 
contracts.  I'm  not  saying  that  I  didn't  know.  I'm  saying  I  don't  re- 
member, but  it  would  be  normal  to  put  Assignment  of  Contracts 
and  file  a  Ucc-1  on  any  of  this  type  of  developmental  property  as 
a  safeguard  and  filing  it  in  another  place,  not  at  the  same  place 
as  the  mortgage  would  be  recorded. 

So  I'm  not  saying  that,  to  my  knowledge,  I  didn't  remember  there 
being  any  contracts.  Proctor  and  I  never  talked.  This  would  not 
have  been,  in  my  mind,  the  same  Assignment  of  Contracts  that 
you're  talking  about. 

Mr.  Ben-Veniste.  OK.  Well,  this  would  mean  there  would  be  an 
Assignment  of  Contracts  if  there  was  an  actual  transfer  of  deed? 

Mr.  Patterson.  If  there  was  one. 

Mr.  Ben-Veniste.  And  you  would  still  be  protected  by  way  of 
securitization? 

Mr.  Patterson.  We'd  have  put  that  on  nearly  any  mortgage. 

Mr.  Ben-Veniste.  I  have  nothing  further. 

The  Chairman.  Mr.  Patterson,  let  me  just  ask  you  one  thing. 
When  did  you  finally  leave  this  bank? 

Mr.  Patterson.  In  July  1995. 

The  Chairman.  What  were  the  terms  of  this  loan?  When  were 
they  payable?  How  did  it  have  to  be  paid  back? 

Mr.  Patterson.  It  would  have  been  a  demand  loan.  We  could 
have  required  it  to  have  been  paid  any  time  with  6  month's  notice. 

The  Chairman.  To  the  best  of  your  ability,  you  have  no  knowl- 
edge at  this  time  whether  or  not  the  loan  was  actually  paid?  You 
don't  recall  it  being  paid  one  way  or  the  other? 

Mr.  Patterson.  I  believe  I  saw  where  it  was  paid  after  I  left  in 
some  of  these  papers  that  you've  shown  me. 

The  Chairman.  After  you  left? 

Mr.  Patterson.  I  believe  that's  correct. 

The  Chairman.  OK,  so  we  can't 

Mr.  Patterson.  If  I've  seen  that 


The  Chairman.  No,  you  don't  have  any  recollection  of  it  being 
paid  before,  so  that's  something  the  Committee  then  will  have  to 
determine.  We  may  have  that  information.  I  don't  know  whether 
we  do  or  whether  we  don't. 

Mr.  Chertoff,  any  further  questions? 

Mr.  Chertoff.  Just  one  last  question  for  each  of  you.  Earlier  you 
were  read  a  portion  of  a  report  from  Pillsbury  Madison  &  Sutro, 
which  worked  for  the  RTC  in  examining  a  number  of  questions.  I 
want  to  ask  you,  Mr.  Proctor,  were  you  ever  interviewed  by  Pills- 
bury  Madison  &  Sutro? 
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Mr.  Proctor.  Not  that  I'm  aware  of.  I've  talked  to  the  Independ- 
ent Counsel  but  not  in  regards  to  the  Pillsbury. 

Mr.  CHERTOFF.  Mr.  Dewey,  were  you  ever  interviewed  by  them? 

Mr.  Dewey.  No,  sir. 

Mr.  Chertoff.  Mr.  Denton,  were  you  ever  interviewed  by  them 
concerning  Whitewater,  what  you've  testified  about  today? 

Mr.  Denton.  Yes. 

Mr.  Chertoff.  When  was  that? 

Mr.  Denton.  July  1994,  on  at  least  one  occasion,  I  spoke  with 
representatives  on  at  least  two  other  occasions. 

Mr.  Chertoff.  Mr.  Ritter,  were  you  ever  interviewed  by  them? 

Mr.  Ritter.  No,  sir. 

Mr.  Chertoff.  Did  you  ever  communicate  with  them,  for  exam- 
ple, about  your  discussions  with  Mrs.  Clinton  early  in  1980? 

Mr.  Ritter.  With  the  RTC? 

Mr.  Chertoff.  With  Pillsbury  Madison? 

Mr.  Ritter.  I  am  not  familiar  with  Pillsbury  Madison,  sir. 

Mr.  Chertoff.  Mr.  Patterson,  did  they  ever  interview  you? 

Mr.  Patterson.  I  am  not  familiar  with  that  name,  and  I  don't 
have  any  recollection  of  that. 

Mr.  Chertoff.  Mr.  Burge. 

Mr.  Burge.  No,  sir. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Mr.  Ben-Veniste.  If  I  may,  Mr.  Chairman? 

The  Chairman.  Certainly. 

Mr.  Ben-Veniste.  Have  any  of  you  been  interviewed  by  repre- 
sentatives of  the  FDIC  or  the  RTC? 

Mr.  Denton.  Yes,  I  have. 

Mr.  Ben-Veniste.  Mr.  Patterson. 

Mr.  Patterson.  I  have  not. 

Mr.  Ben-Veniste.  Mr.  Burge. 

Mr.  Burge.  No,  I  have  not. 

Mr.  Ben-Veniste.  Very  well.  Thank  you. 

The  Chairman.  The  Committee  wants  to  thank  all  of  those  wit- 
nesses who  have  participated  today.  Most  of  you  have  answered  the 
questions  in  a  very  straightforward,  very  truthful  way,  and  I  think 
to  the  best  of  your  ability.  We  are  indebted  to  you  for  your  partici- 
pation. 

Thank  you. 

We  stand  in  recess  until  tomorrow  at  10:00  o'clock. 

[Whereupon,  at  3:10  p.m.,  the  hearing  was  recessed,  to  reconvene 
at  10:00  a.m.  on  Thursday,  May  9,  1996.] 

[Appendix  supplied  for  the  record  follows:! 
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Office  of  the  Independent  Counsel 

1001  Pennsylvania  Avenue,  N.  W. 
Suite  490-Nonh 
Washington,  D.C.  20004 
(202)  514S68S 
Fax  (202)  514S802 


May  3,  1996 


Robert  J.  Giuffra,  Jr.,  Chief  Counsel 

Committee  on  Banking,  Housing  and  Urban  Affairs 

United  States  Senate 

534  Senate  Dirksen  Office  Building 

Washington,  D.C.   20510-6075 

Dear  Mr.  Giuffra: 

In  your  letter  of  May  2,  1996,  you  inquire  on  behalf  of  the  Senate  Special  Committee 
whether  our  investigation  would  be  hindered  or  impeded  if  the  Committee  were  to  call  Harry 
Don  Denton  as  a  witness  to  provide  deposition  testimony  or  perhaps  appear  at  a  public 
hearing.    You  state  that  Mr.  Denton  will  only  be  questioned  about  matters  in  connection  with 
the  Whitewater  investment 

At  this  time,  we  do  not  believe  that  our  investigations  and  prosecutions  would  be 
hindered  or  impeded  if  Mr.  Denton  testifies  concerning  the  Whitewater  investment,  provided 
that  testimony  does  not  delve  into  the  banking  practices  of  Madison  Guaranty  Savings  and 
Loan  Association  ("Madison  Guaranty").   Any  questions  which  call  for  testimony  by  Mr. 
Denton  concerning  the  banking  practices  of  Madison  Guaranty  could  lead  to  claims  by  the 
criminal  defendants  in  United  States  v.  James  B.  McDoueal.  et  al.  that  their  rights  to  a  fair 
trial  were  jeopardized.   Accordingly,  while  we  do  not  have  substantial  concerns  about 
testimony  by  Mr.  Denton  about  Whitewater  at  this  time,  we  strongly  request  that  the 
Committee  refrain  from  seeking  any  testimony  from  Mr.  Denton  concerning  the  banking 
practices  of  Madison  Guaranty  prior  to  the  conclusion  of  trial  in  United  States  v.  James  B. 
McDougal.  et  al. 

If  you  have  any  questions  about  this  matter,  please  feel  free  to  contact  me.   Thank  you 
for  your  continued  concern  for  the  integrity  of  our  investigation. 


Sincerely, 

KJohn  D.  Bates 
Deputy  Independent  Counsel 


cc:        Lance  Cole,  Esq.,  Democratic  Deputy  Special  Counsel 
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Office  of  the  Independent  Counsel 

1001  Pennsylvania  Avenue.  N.W. 
Suite  490-North 
Washington.  DC.  20004 
(102)  514S6S8 
Fax  (202)  514S802 


May  7,  1996 


Robert  J.  Giuffra,  Jr.,  Chief  Counsel 

Committee  on  Banking,  Housing  and  Urban  Affairs 

United  States  Senate 

534  Senate  Dirksen  Office  Building 

Washington,  D.C.    20510-6075 

Dear  Mr.  Giuffra: 

On  May  3,  1996,  we  informed  you  that  our  investigations  and  prosecutions  would 
not  be  hindered  or  impeded  if  the  Senate  Special  Committee  examined  Harry  Don  Denton 
concerning  the  Whitewater  investment,  provided  that  the  questioning  and  testimony  do  not 
delve  into  the  banking  practices  of  Madison  Guaranty  Savings  and  Loan  Association 
("Madison  Guaranty").    You  have  now  asked  for  our  position  with  respect  to  the 
Committee's  proposed  examination  of  Mr.  Denton  concerning  his  knowledge  of  the  April 
1985  fundraiser  involving  Madison  Guaranty.    At  this  time,  we  do  not  believe  our 
investigations  and  prosecutions  would  be  hindered  or  impeded  if  Mr.  Denton  were 
questioned  about  matters  in  connection  with  the  April  1985  fundraiser.    However,  we 
reiterate  our  strong  request  that  the  Committee  refrain  from  seeking  any  testimony  from  Mr. 
Denton  concerning  the  banking  practices  of  Madison  Guaranty  (with  the  exception  of  the 
April  1985  fundraiser)  prior  to  the  conclusion  of  trial  in  United  States  v.  James  B. 
McDougal.  et  al. 

Please  feel  free  to  contact  me  with  any  further  questions.    Thank  you  for  your 
continued  concern  for  the  integrity  of  our  investigation. 


Sincerely, 


John  D.  Bates 

Deputy  Independent  Counsel 


cc:        Lance  Cole,  Esq.,  Democratic  Deputy  Special  Counsel 


2891 


<%&■ 


7,is* 


Personal  Financial  Statement 


, ..  iniurri    Ot-UMIV 

Cw    VBRFRONT  «i»C£ 

NORTH  UTTLo  ROCK.  ARKANSAS  721M 

TELEI>HONE  (301)  STJ-4700 


Name    *B-U  gJ.^iv^ 


^WOTE.-  *ny  wifl/u/  misraprnsantatjon  couia  result  in  violation  ol  Federal  Law.) 
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Real  Estate  Appraisal  Certificate 

[All  clum  of   R.   E.   Mtsje.  Loan*   Un  Icr  Section  Z*  of  the  F    K.  A.  1 


A%zxvjL\\ns> 


Original   cost\ 
Last  sale 
Gross  annual 

Tax   status    \ V nntal  R.   E.  Taxes 

Strictly   special    purpose  Vealty   or   adaptable    for   other   us< 


FARM:    Principal 


Acres  under  cultivation^ \ j. asi  i 

^^"^  ....'rot. I    acreage 


Timberland  acreage 

Normal  productivity  [food. 

Description  and  condition  of  dwelling*,  barns,  silos,  etc 


It  dairy  (arm  or  ranch.  iUe  of  herd  or  flock 

Last  sale  price  (Year 1     .    .    .     J 'lax   status    

Assessed  value J nr  ml  II.  E.  Taxes 


APPRAISED  VALUE 


\\X2R>CS>  .°S*V<».* 


:i>c£j£jj 


ri  ttures     y 
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102f)5 

, 20, .000.  (ft 


of   ««Tcrow   IMnda 
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1st  Ozark  National  Bank 


We   appreciate   your   help   with   this   matter. 
Questions,    please    feel    free   to   call    nit: . 


/ 
Susan   McDougal 
WJiite   Water   Development    Co 
f^.O.    Box    7326    /-' 
Little   Rock,    AR      72217 


Ai  per  our  earlier  telephone  conversation,    it   is  once  again 
time  for   personal    financial   statements  en  the  McDougals   and   Clintons 
and/again  time   for  the   financial   siatirr.ents  and   income  statements 
on  the   Whitewater  Corporation.      Pls.jse   be  sure  that  all   parties 
sic/n  the  appropriate   financial   stati^mcn'.s   and   forward   them   to   us 
as/  soon   as   possible. 


If  you   have   any 


Sincerely. 

1ST    OZARK    NATIONAL    BANK 


R:n  Proctor 
Vice  President 


HOUSE  W/W  RPT.  7924 


CBF  0404 


2896 


/ 
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to   cover 
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AFFIDAVIT 


STATE  OF  ARKANSAS      ) 

)  ss. 
COUNTY  OF  SEBASTIAN) 


Canes  now  before,   the  undersigned,  a  notary  public  in  and  for  the 

aforesaid,  /    Ozark  Air  Services,  Inc. r  %br*  for  their 

after 


duly  suorn,  .states  and  says: 


Hay  A  1992 


,    I    entered    into    a    loan    agreement    with 


CITIZENS  BANK/OF  IAVACA-BARLDG,  Arkansas,  in  the  amount  of  S  10,500.00 
The  /  proceeds    of    this    loan    shall    be   used    in   my   business/agricultural 


Further  iiffiant  sweareth  not.     Signed  this      11th       day  of  May 


OZHEJ  AIR  SERVICES, 


'RuaatlUVbw,'* 


Subscribed 


to  before  me  this    11th  day  qf 


(%&&/&*<- 


m-m-ia.. 


l(&> 
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SECURITY  RE  .E..SE  AGREEMENT 

THIS  ACREEMENT  is  made  and  en  eied  into  in  Flippln,  Arkansas,  on  this 
day  of  May,  1985,  bvaoi- •*i«*««»-Ciil2ens  Bank  k   Trust  Company  of 


>f  th 


Flippln,  Arkansas,  ha-rein  after  re  ei  red  to  as  "BANK'V^arid  Ozark  Air  Service 
Inc.,  herein  after  referred  to  as  "OJARK",  wherein  the  following  promises, 
stipulations  are  muti.al  ly  agreed,  to  wit: 
rk  has  enterjd-iTTfoai-  a^reeraentfwTeh-Jfliltewater  Estates\  Inc. 
chase  orlots  2,  3,  4,  !,  <i.  9,  10,  11,  I  ,  14,^5^, 

\   30,  35,  37,  43  and  i4  of  Whitewater  Estates  Subdivision  ir 
County,  Arkansas. 

e  Bank  presently  holds  :h-;  mortgage  on  said  properties  together 
and  that  said  mortgage  >:xi  eeds  $35,000  dollars, 
at  Ozark  is  purchasing   aid  properties  from  Whitewater  Estate 
Inc.,  for  the  consideration  of  assu  lii.g  and  agreeing  to  pay  $35,000  dolla: 

existing  mortgage  secured  in  p..rt  by  the  above  properties.   That  Bank 
cs  to  the  transfer  of  title  t   i he  above  properties  but  by  said  consent/ 
dc\es  n^c  release  Whitewater  Estates.  Inc.,  from  any 

A.  \That  Bank  agrees  and  covei  ants  with  Ozark  that  for  each 
$1 ,600\^oll\rs  paid  on  the  mortgage  Ba lk  will  fully  release  i> 
any  one  o"r\.  the\setout  lots  as  Ozark  at/   designate. 

5.  That,  the  properties  heretc  acknowledge  the  sut f icienry  of  the  con- 
siderations given  for  this  agreement  . 

6.  Whitewater  Estates,  Inc.  ,  »i-ns  hereto  by  its  President  and  Secretary 
for  the  purpose  of  acknowledging  it:  a.reemenc  with  Ozark  and  tot  the  additional 
purpose  of  consenting  to  the  release  o   security  by  Bank  on  the  cerms  above  s=t- 


:iriZENS  BANK  4  T 


srties  out  oy  saia  con 

J 
lawful  obligation  ojr 
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SECURITY    RELEASE  ACREEMENT 
Page    2 


"T."l  rrhWATER-ESTATES ,    INCORPORATED 

■RESIDENT  \       /         /I 


2900 


Ozark  Air  Services,    Inc 

PO  Box  700 

Fllppln,  AR  72634 


SIMB-t  INTEREST  MOTE.  DISCLOSURE.  AND  SECURITY 


'fc&rtl 


SMmEEyT 


2901 


Corporation  Mortgage . . .  With  Power  of  Sale 


KNOW  ALL  MEN  BY  THESE  PRESENTS 

Ozark  Air  Survioear-kwT 


a  Corporation  organized  and  listing  under  the  l.iws  ol  the  Slate  of           Arkans&s^ 
with  its  principal  place  of  business  located  in Flippin 


(Stmt) 


ol  the  sum/Jf    "'Ten  Thousand  Five  ffundrecTft  no/100- 
lo  it  in  hand  pa.d  by  JXfUBC  BANK  OF  LAVACA 


(Cuyl  \ 

hereinafter  called  MORTGAGOR,  lor  ano\in  consideration 

DOLLARS 


MORTGAGEE,  the  receiRkwhereol  is  hereby  acknowledged,  does  hereby  Grant.  Bargain.  .Sell  and  Convey  unto^he  said 

MORTGAGEE  and  unto         ITS heirs/ successors  and  assigns  the  Inllowing  described  real  Vstale 

situated  in  / 


Nbrion 


County.  Slate  of  Arkansas,  toWit: 


Lots  2,   9/23,30,37,   43  &  U     Whitewater  Etfctes. 


Filed  for  Record  on  ffifS 
IJDayof      ^fay    ,19-JZ. 


\       i 


\      \ 
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This  mortgage  shall  also  be  security  for  any  other  indebtedness  of  whatsoever  kind  that  the  GRANTEE  or  the  holders 
or  owners  of  this  mortgage  may  hold  against  GRANTORS  by  reason  of  luture  advances  made  hereunder,  or  elsewise, 
by  purchase  or  otherwise,  up  to  $10,000,000  to  the  lime  of  the  satisfaction  of  this  mortgage. 

By  accepting  delivery  of  this  mortgage  and  causing  it  to  be  filed  for  record,  the  mortgagee  will  be  deemed  to  have 

evidenced  its  agreement  and  obligation  to  advance  $ in  addition  to  the  $ 

initially  loaned,  to  be  used  in  construction  of  a  house  on  the  above  described  property.  Proceeds  herein  are  for  materials 
and  labor  only  for  said  construction.  VA 

TO  WAVE  AND  TO  HOLD  the  same  unto  the  said  MORTGAGEE  and  unto their  \  \ 

heirs  ^successors  and  assigns  forever,  with  all  the  privileges  and  appurtenances  thereto  belonging.    \     \ 

And  W  MORTGAGOR  for  ils  successors  and  assigns,  covenants  with  the  said  MORTGAGEE.     /its\ 
heirs  'successors  and  assigns,  that  it  is  lawfully  seized  in  lee  of  the  afnrpgranipH  prpmi<p«  thai  ifayara  free  item  all 
encumbrances,  that  it  has  good  right  i<>  sell  and  convey  the  same  to  the  said  MORTGAGEE  as  aforesaid,  and  that  il 
will  and  its  successors  shall  forever  warrant  and  defend  the  title  to  the  said  Real  Estate  against  ail  lawful  claimsXand 
demands  whatever.  \ 

The  foregoing  conveyance  is  on  condition:  That.  Whereas,  the  said  MORTGAGOR,  is  justly  indebted  to  the  said 
MORrGAGfTTi. 


in  the  sum  „f*!'Ten   Thousand   Five   Hundred  &   no/ 100 f)OHAR.S 

for  rnon*y  borrowed  evidenced  try u   promissory  note   of  even  date  and   like  amount 

dun  find   payable   as    therein   set  out. 


AW 


tmi  •  ram  Marx  •■  moi  •  im  nj.«v 


INVESTIGATION  OF  WHITEWATER 

DEVELOPMENT  CORPORATION 

AND  RELATED  MATTERS 


THURSDAY,  MAY  9,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  10:25  a.m.,  in  room  216  of  the  Hart  Sen- 
ate Office  Building,  Senator  Alfonse  M.  D'Amato  (Chairman  of  the 
Committee)  presiding. 

OPENING  COMMENTS  OF  CHAD3MAN  ALFONSE  M.  D'AMATO 

The  Chairman.  The  Committee  will  come  to  order. 

I  want  to  apologize  for  the  delay  in  starting  the  hearing  this 
morning.  Ms.  Thomasson,  would  you  stand  for  the  purposes  of  tak- 
ing the  oath. 

[Witness  sworn.] 

The  Chairman.  Thank  you. 

Ms.  Thomasson,  do  you  have  any  statement  that  you  would  like 
to  make? 

SWORN  TESTIMONY  OF  PATSY  L.  THOMASSON 

DEPUTY  ASSISTANT  TO  THE  PRESIDENT  & 

DEPUTY  DHtECTOR  OF  PRESDDENTIAL  PERSONNEL 

Ms.  Thomasson.  No,  sir. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Good  morning,  Ms.  Thomasson. 

I  want  to  take  you  back  to  1993.  I'm  going  to  hold  up  and  I  think 
you  have  probably  seen  this  before,  this  is  a  Xerox  copy  of  a  note- 
book that  was  in  Vince  Foster's  office,  and  more  specifically  in  his 
briefcase,  at  the  time  of  his  death  on  July  20th,  which  was  held  by 
Mr.  Nussbaum  for  over — well,  I  guess  for  the  balance  of  his  tenure 
as  White  House  Counsel,  and  then  was  held  later  in  the  White 
House  Counsel's  Office  for  over  a  year  before  it  was  turned  over  to 
the  authorities. 

That  notebook  is  filled  with  his  observations  and  his  comments 
about  the  handling  of  the  Travel  Office  firings,  including  comments 
about  you  and  your  activities.  When  is  the  first  time  you  saw  that 
notebook? 

Ms.  Thomasson.  I  have  never  seen  the  original  notebook  that  I 
recall. 
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Mr.  Chertoff.  When  is  the  first  time  you  learned  of  the  exist- 
ence of  the  notebook? 

Mr.  Williams.  You  mean  this  notebook  you  just  handed  to  us? 

Ms.  THOMASSON.  I  don't  know  that  I  knew  it  existed  before  you 
just  made  your  statement,  Mr.  Chertoff. 

Mr.  Chertoff.  You  mean  to  say  that,  until  today,  you  had  never 
heard  or  seen  anything,  even  in  the  media,  about  the  fact  that 
Vince  Foster  had  a  large  notebook  that  was  in  his  briefcase  at  the 
time  of  his  death  which  contained  information  about  the  Travel  Of- 
fice firings?  Until  today  you  didn't  know  that? 

Ms.  THOMASSON.  I  don't  read  all  that  stuff  in  the  paper,  Mr. 
Chertoff,  I  don't  have  time  for  it. 

Mr.  Chertoff.  Did  you  know  that  Mr.  Foster  was  working  on 
putting  together  some  kind  of  a  report  or  some  kind  of  a  memo 
with  respect  to  the  Travel  Office  matter  before  he  died? 

Ms.  THOMASSON.  I  don't  have  any  knowledge  of  that,  sir. 

Mr.  Chertoff.  You  worked  with  Mr.  Foster  with  respect  to  the 
Travel  Office  matter;  isn't  that  correct? 

Ms.  Thomasson.  I  did. 

Mr.  Chertoff.  Now  at  that  period  of  time  you  were  Mr.  Watkins' 
Deputy,  that's  to  say  in  1993? 

Ms.  Thomasson.  Yes,  I  was. 

Mr.  Chertoff.  And  that  would  be  David  Watkins.  What  was  his 
exact  title  in  1993? 

Ms.  Thomasson.  He  was  Assistant  to  the  President  for  Manage- 
ment and  Administration. 

Mr.  Chertoff.  You  were  his  Deputy? 

Ms.  Thomasson.  I  was  his  Deputy. 

Mr.  Chertoff.  Now,  you  know  that  Mr.  Watkins  wound  up  writ- 
ing a  memorandum  sometime  after  he  was,  I  guess,  reprimanded 
as  a  consequence  of  an  internal  White  House  review  for  his  han- 
dling of  the  White  House  Travel  Office  matter? 

Ms.  Thomasson.  I  do. 

Mr.  Chertoff.  You  know  that  because  he  showed  it  to  you;  is 
that  right? 

Ms.  Thomasson.  That's  correct. 

Mr.  Chertoff.  When  did  he  show  it  to  you? 

Ms.  Thomasson.  Sometime  in  the  fall  of  1993. 

Mr.  Chertoff.  You  reviewed  it? 

Ms.  Thomasson.  Yes,  I  did. 

Mr.  Chertoff.  You  made  marginal  notations? 

Ms.  Thomasson.  I  did. 

Mr.  Chertoff.  Am  I  correct  that,  with  respect  to  this,  and  you 
have  a  copy  in  your  package  in  front  of  you;  it's  headed,  "Privileged 
and  Confidential,  Memorandum  for,"  and  then  there's  no  name  list- 
ed, and  it  says,  "From  David  Watkins."  It's  marked,  "Draft."  You 
saw  this  in  the  fall  of  1993? 

Ms.  Thomasson.  Sometime  in  the  fall  of  1993. 

Mr.  Chertoff.  Mr.  Watkins  gave  it  to  you? 

Ms.  Thomasson.  Yes,  he  did. 

Mr.  Chertoff.  He  gave  it  to  you  so  you  could  make  comments? 

Ms.  Thomasson.  He  asked  me  to  read  it. 

Mr.  Chertoff.  You  made  comments  on  it? 

Ms.  Thomasson.  I  made  a  couple  of  notations  on  it,  yes. 
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Mr.  Chertoff.  Am  I  correct  that,  except  for  the  question  mark 
and  the  lines  on  the  first  page,  you  have  identified  all  the  hand- 
writing on  this  as  being  your  writing? 

Ms.  Thomasson.  I  did  not  identify  the  handwriting  on  the  sec- 
ond— on  the  second  page  of  the  memo  as  mine.  I  don't  know  whose 
that  is.  I  identified  the  information  on  the  third  page,  where  it 
says,  "John  Rogers,"  and  "Firing  of  prior  Travel  Office  Head"  is 
mine.  And  the  writing  on  CGE  12290  is  mine.  That's  all  the  hand- 
writing I  see. 

Senator  Sarbanes.  Mr.  Chairman. 

The  Chairman.  Senator  Sarbanes. 

OPENING  COMMENTS  OF  SENATOR  PAUL  S.  SARBANES 

Senator  Sarbanes.  The  Travel  Office  is  not  within  the  scope  of 
our  Resolution,  and  in  fact,  it's  being  looked  into  by  the  Committee 
over  in  the  House,  chaired  by  Representative  Clinger.  Now,  I'm  not 
really  making  his  argument  for  poaching  on  his  territory,  although 
he  conceivably  might  be  sensitive  to  that,  but  I  am  making  the 
point  that  it's  not  within  the  scope  of  the  inquiry  of  this  Committee 
to  look  into  the  Travel  Office  matter. 

In  fact,  you  know,  it  is  being  looked  into,  so  it  is  not  as  though 
it  is  not  being  examined.  It  is  being  examined  by  a  Congressional 
Committee,  and  I  assume  from  what  I  read  in  the  newspaper,  at 
least  in  some  respects  by  the  Independent  Counsel,  but  it  is  not 
within  the  scope  of  our  Committee. 

The  Chairman.  I  think  the  Senator  makes  a  fair  point  and  we 
do  not  intend  nor  do  I  think  it  would  be  the  call  of  this  Committee 
to  move  into  the  Travelgate  matter  per  se.  However,  as  it  relates 
to  the  handling  of  papers  in  Vince  Foster's  office,  to  exploring  the 
motivation  of  those  people  who  went  into  Foster's  office  the  night 
of  his  death  or  thereafter,  or  handled  papers  in  his  office,  it  is  an 
important  element.  Obviously,  it  is  an  element  that  came  to  the 
Committee's  attention  well  after  we  had  any  reason  to  believe  that 
there  was  any  possible  connection  with  the  movement  of  papers,  et 
cetera. 

So  for  a  limited  period,  I  am  going  to  permit  a  reasonable  explo- 
ration into  this  area  as  it  relates  to  the  papers,  to  why  people  may 
or  may  not  have  been  interested  in  them.  Was  that  part  of  the  con- 
sideration, was  that  an  area  that  they  were  looking  into,  was  this 
memorandum  something  that  Ms.  Thomasson  knew  about. 

This  was  the  first  time  I've  heard  that  she  was  aware,  you  might 
say  well,  this  is  out  there  in  the  public  domain.  But  just  the  way, 
believe  it  or  not,  Ms.  Thomasson  has  indicated  she  doesn't  follow 
everything  with  minute  detail  in  the  press,  even  those  matters  that 
people  may  think  have  been  of  concern,  I  have  no  memory  of  hav- 
ing seen  the  fact — until  you  testified  now,  that  you  had  even  seen 
these,  nor  did  I  have  any  reason  to  believe  or  did  the  Committee 
have  any  reason  to  believe  that  these  papers  may  have  been  of 
some  interest. 

So  for  those  purposes,  I  am  going  to  permit  Mr.  Chertoff  to  con- 
tinue. Go  ahead,  Mr.  Chertoff. 

Mr.  Chertoff.  Now 

Senator  Sarbanes.  I  take  it  we  are  not  going  to  go  into  the  sub- 
stance of  these? 
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The  Chairman.  No,  I  don't  intend  to  get  into  that. 

Mr.  Chertoff. 

Mr.  Chertoff.  Before  we  get  into  the  questions  that  had  been 
asked  previously  regarding  this  matter,  Ms.  Thomasson 

The  Chairman.  There  is  a  question  concerning  some  previous 
testimony  and  I  believe  that  the  Committee  has  an  obligation  to  as- 
certain what  the  facts  are.  If  there  are  going  to  be  corrections 
made,  we  will  have  them  made. 

Mr.  Chertoff.  This  memorandum  which  you  saw  sometime  in 
the  fall  of  1993,  you  returned  a  copy  to  Mr.  Watkins? 

Ms.  Thomasson.  I  thought  I  returned  the  only  copy  that  he  gave 
me  to  Mr.  Watkins. 

Mr.  Chertoff.  You  made  whatever  notations  you  felt  were  ap- 
propriate and  then  you  returned  it;  right? 

Ms.  Thomasson.  I  thought  I  did.  I  did  not  return  it  to  him. 

Mr.  Chertoff.  In  any  case,  it  is  clear  you  did  review  the  docu- 
ment in  the  fall  of  1993? 

Ms.  Thomasson.  I've  answered  that.  Yes,  I  have. 

Mr.  Chertoff.  I  want  to  direct  your  attention  back  to  July  11, 
1995,  when,  in  connection  with  your  deposition  for  this  Committee 
regarding  the  handling  of  documents  in  Mr.  Foster's  office — and  I 
don't  think  you  will  dispute  the  fact  that,  late  in  the  night  after 
his  death,  you  in  fact  were  in  his  office.  I  mean  that's  undisputed; 
is  that  correct? 

Ms.  Thomasson.  Sometime  around  10:00  p.m.,  yes. 

Mr.  Chertoff.  In  connection  with  our  examination  of  that  issue, 
you  were  asked  a  series  of  questions  in  your  deposition  concerning 
the  work  you  had  done  with  Mr.  Foster  before  his  death,  which 
were  designed  to  examine  your  state  of  mind  and  to  help  us  explore 
the  question  of  why  Mr.  Watkins  may  have  chosen  to  ask  you  to 
go  into  the  office.  You  answered  at  some  length  about  the  nature 
of  your  work,  without,  I  might  add,  any  objection  to  our  exploration 
of  this  by  anybody  in  the  room,  so  that  this  was  clearly  within  the 
scope  of  what  we  examined  in  the  course  of  the  deposition.  It  was 
relied  upon  by — certainly  by  myself,  I  can't  speak  for  anybody  else 
but  I  presume  by  others,  in  determining  what  to  pursue  with  the 
investigation  of  the  handling  of  Mr.  Foster's  office  after  his  death. 

Therefore,  what  I  would  like  to  do  is  not  to  get  into  the  underly- 
ing merits  of  the  wisdom  or  lack  of  wisdom  or  the  propriety  of  what 
was  done  in  the  Travel  Office,  but  to  determine  the  accuracy  of 
your  statements  about  what  occurred,  as  they  were  given  to  this 
Committee  under  oath,  in  July  1995. 

I  think  you  have  a  copy  of  your  deposition  in  front  of  you.  And 
if  you  do,  I  would  like  to  ask  you  to  turn  to  page  33. 

Mr.  Williams.  Again,  we  just  received  the  minutes  before  the 
hearing  started. 

Mr.  Chertoff.  Well,  I  assume,  Ms.  Thomasson,  you  did  have  a 
copy  of  this  deposition.  I  think  it  was  sent  to  you  last  year,  in  con- 
nection with  your  testimony  before  the  Committee.  But  if  you 
didn't  bring  it,  we  made  sure  you  had  another  copy.  I  want  to  first 
direct  your  attention  to  page  33,  where  you  indicate  that  you 
worked  with  Mr.  Foster  during  the  spring  of  1993  before  his  death. 

Question:  What  in  particular  was  the  work  that  you  did  in  connection  with  that? 
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Answer:  In  connection  with  that,  the  White  House  staff  in  the  Office  of  Manage- 
ment and  Administration  had  been  reviewing  every  office  under  its  purview  to  make 
sure  its  operations  were  what  we  wanted  them  to  be  and  to  make  sure  they  oper- 
ated in  a  manner  that  we  thought  was  effective  for  the  Clinton  Administration. 

One  of  the  offices  we  had  not  done  was  the  White  House  Travel  Office  and  we 
were  working  to  evaluate  the  White  House  Travel  Office  and  its  function  and  its 
ability  to  function.  When  we  got  to  that  particular  office,  it  was  so  different  than 
every  other  office  that  we  had  looked  at  because  we  had  already  looked  at  the  Office 
of  Administration  and  we  had  looked  at  various  offices  within  the  White  House,  but 
the  White  House  Travel  Office  was  the  only  one  that  handled  cash  every  day.  None 
of  the  other  offices  handled  cash  on  a  daily  basis  because  of  the  nature  of  their 
work. 

We  did  not  have  on  staff  at  the  White  House  accountants,  numbers  guys,  bean 
counters,  auditor  types.  As  a  result  of  that,  we  opted  to  hire  someone  from  the  out- 
side to  come  in  to  help  with  that  particular  part  of  the  review  of  the  Travel  Office. 

I  want  to  stop  at  that  point,  Ms.  Thomasson,  and  I  want  to  ask 
you  this.  The  suggestion  in  that  testimony  is  that  in  the  course  of 
a  normal  review  of  all  of  the  functions  at  the  White  House,  you  fi- 
nally hit  the  Travel  Office,  and  because  there  were  issues  of  a  fi- 
nancial nature  with  the  Travel  Office,  you  went  out  and  hired  ac- 
countants and  auditors. 

Ms.  Thomasson,  the  reason  the  accountants  and  auditors  were 
brought  in  was  because  Ms.  Cornelius,  who  had  been  assigned  by 
Mr.  Watkins  to  work  in  the  Travel  Office,  had  come  to  Mr.  Watkins 
and  said  that  she  had  uncovered  what  she  viewed  as  irregularities; 
and  because  Mr.  Watkins  understood  that  there  was  a  desire  and 
intent  on  the  part  of  Harry  Thomason — no  relation  to  you  I  want 
to  make  clear — to  have  his  friends  involved  in  the  Travel  Office  op- 
eration. Isn't  that  the  fact? 

Senator  Sarbanes.  Mr.  Chairman,  I  know  Mr.  Chertoff  wants  to 
lay  out  the  Travelgate,  and  I  guess  it  has  been  troubling  him  that 
Congressman  Clinger  has  been  doing  it,  but  this  doesn't  comport 
with  what  you  indicated  the  purpose  of  this  session  was  going  to 
be,  and  I  don't  think  we  ought  to  do  Travelgate  all  over  again. 

The  Chairman.  I  agree  we  should  not  attempt  to  get  into  the  de- 
tails of  Travelgate  nor  do  we  intend  to,  but  I  do  believe,  as  it  re- 
lates to  testimony  that  was  given,  particularly  by  Ms.  Thomasson, 
that  the  Committee  has  an  obligation  to  ascertain  what  the  facts 
were,  the  state  of  mind  of  the  people  who  were  looking  for  docu- 
ments in  Mr.  Foster's  office  and  apparently  in  his  briefcase,  the 
notebook.  This  is  an  area  that  Ms.  Thomasson  has  given  testimony. 
So  for  these  purposes,  I'm  going  to  permit  it.  Mr.  Chertoff  is  at- 
tempting to  set  the  background 

Senator  Sarbanes.  That's  a  discreet  way  of  putting  it,  Mr.  Chair- 
man. 

The  Chairman.  OK,  but  he  is  attempting  to  set  the  background. 
I  am  going  to  ask  him  to  get  to  it,  because  as  I  have  indicated  to 
Counsel  on  the  Minority,  I  think  it  is  fair,  we  don't  need  a  replay 
of  history,  so  to  speak.  There's  that  tendency,  because  you  want  to 
try  to  put  a  setting  to  it,  but  we  are  aware  of  most  of  the  things 
that  have  taken  place,  the  record  contains  them,  so  we  don't  have 
to  revisit  it  again. 

I  was  probably  a  little  tough  on  Mr.  Ben-Veniste  when  I  said  let's 
not  ask  every  single  witness  was  there  a  banking  crisis  in  1988  and 
what  was  the  aspect,  but  he  wanted  to  set  the  tone  in  which  things 
took  place.  So  I  will  permit  both  Counsel  some  latitude  in  that.  But 
I  will  ask  them  to  go  more  to  the  issue  and  to  the  facts.  Otherwise 
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we  will  be  here  for  days  and  I  don't  think  that  serves  the  interests 
of  getting  the  facts,  and  it  doesn't  really  help  make  the  points  that 
both  sides  think  are  necessary.  I'm  going  to  ask  Mr.  Chertoff,  in 
that  same  spirit  that  I  mentioned  to  Mr.  Ben-Veniste  yesterday,  if 
we  could  get  to  it. 

Mr.  Chertoff.  I  am  going  to  focus  directly  on  your  prior  sworn 
testimony  before  this  Committee,  which  you  gave  under  deposition 
last  year?  That's  what  we'll  keep  focused  on.  At  page  34  of  your 
deposition,  you  describe  the  decisionmaking  process  to  hire  the 
auditors,  which  was  a  result  of  an  ordinary  course  review  of  all  of 
the  operations.  In  the  course  of  that,  for  no  reason  other  than  you 
didn't  have  accountants  on  staff,  you  came  to  the  Travel  Office,  and 
you  hired  accountants.  Is  your  testimony  about  the  reason  and  the 
manner  in  which  the  accountants  were  hired  on  pages  33  and  34 
of  your  deposition  correct  or  not? 

Ms.  Thomasson.  It's  correct,  sir. 

Mr.  Chertoff.  So  your  testimony  is  that  the  accountants  were 
hired,  not  because  of  any  allegations  or  claims  that  you  were  aware 
of  concerning  problems  in  the  Travel  Office,  but  as  part  of  an  ordi- 
nary course  review  of  all  of  the  operations?  That's  your  sworn  testi- 
mony today? 

Ms.  Thomasson.  It's  my  sworn  testimony  because  there  was  over 
$10  million  that  we  found  that  went  through  that  office  on  an  an- 
nual basis.  We  didn't  have  anyone  who  had  the  knowledge  or  the 
background  or  experience  to  look  at  that — those  kinds  of  accounts 
and  do  a  reasonable  audit  on  that.  We  needed  to  do  that;  we  hired 
those  people  to  come  in  and  do  it. 

Mr.  Chertoff.  Your  testimony  is  that  it  was  done  before  there 
was  any  allegation  or  any  decision  to  substitute  new  people  in  the 
Travel  Office  for  the  ones  who  were  then  occupying  that  office? 

Ms.  Thomasson.  That  decision  was  made  before  any  decision 
was  made  about  putting  somebody  new  in  there,  or  terminating  the 
former  employees  of  the  Travel  Office. 

Mr.  Chertoff.  Your  testimony  was:  "We  talked  among  David 
Watkins  and  Vince  and  myself,  and  we  agreed  that  it  would  be  a 
better  idea  to  get  someone  from  the  outside  than  someone  from  the 
inside."  Is  it  your  testimony  that  those  were  all  the  people  who  dis- 
cussed the  question  of  bringing  auditors  in? 

Ms.  Thomasson.  Where  are  you  reading  from? 

Mr.  Chertoff.  Page  34  of  your  testimony,  paragraph  beginning 
at  line  11. 

Ms.  Thomasson.  I  don't  recall  talking  to  anyone  else  but  David 
and  Vince  with  regard  to  that. 

Mr.  Chertoff.  So  you  didn't  talk  to  Mr.  Eller  about  it? 

Ms.  Thomasson.  I  didn't  talk  to  Mr.  Eller  about  it. 

Mr.  Chertoff.  Were  you  aware  that  Mr.  Eller  had  discussions 
with  people  about  it? 

Ms.  Thomasson.  I  was  aware  Mr.  Eller  had  an  interest  in  it. 

Mr.  Chertoff.  Were  you  aware  that  the  First  Lady  had  an  inter- 
est in  it? 

Ms.  Thomasson.  I  don't  recall.  The  First  Lady  never  called  me 
about  it,  never  talked  to  me  about  it. 

Mr.  Chertoff.  Isn't  it  a  fact,  Ms.  Thomasson,  that  contrary  to 
the  notion  that  this  was  an  ordinary  course  review  which  just  came 


2909 

up  in  turn,  the  decision  to  have  auditors  called  in  was  made  on  an 
emergent  basis  or  urgent  basis,  short-circuiting  the  normal  plan  for 
doing  a  management  review? 

Ms.  THOMASSON.  The  process  for  the  management  review  was  set 
by  the  office  staff,  and  when  we  got  to  the  Travel  Office,  it  was, 
the  determination  to  hire  the  outside  auditors  was  on  an  urgent 
basis  and  we  did  have  them  come  in  on  a  quick  basis. 

Mr.  Chertoff.  You  would  agree  with  me  you  short-circuited  the 
long-term  plans  to  do  the  review  in  order  to  turn  to  the  Travel  Of- 
fice immediately;  right? 

Ms.  Thomasson.  We  didn't  have  a  long-term  plan,  other  than  to 
say  we  were  going  to  review  all  offices  within  the  Office  of  Admin- 
istration and  within  the  White  House  office,  to  look  at  each  oper- 
ation. We  did  not  have  a  fixed  schedule  that  said  we're  going  to  do 
this  office  this  week  and  another  office  the  next  week,  because  we 
had  to  do  all  our  other  work  in  addition  to  doing  the  review.  We 
did  not  have  a  fixed  schedule. 

Mr.  Chertoff.  Let  me  ask  you  to  turn  the  draft  of  Mr.  Watkins' 
memo  which  you  indicated  you  reviewed  and  which  has  your  hand- 
writing on  it.  If  you'll  turn  to  page  CGE  12288. 

Senator  Sarbanes.  Do  we  know  the  date  of  this  memo? 

Mr.  Chertoff.  I  believe  the  witness  testified  she  saw  it  in  the 
fall  of  1993. 

Senator  SARBANES.  The  fall  of  1993? 

Mr.  Chertoff.  Correct.  This  is  presumably  after  Mr.  Foster's 
death  but  before  her  testimony.  I  want  to  direct  your  attention,  do 
you  have  page  12288  in  front  of  you? 

Ms.  Thomasson.  I  do. 

Mr.  Chertoff.  You  see  the  last  line,  next  to  last  paragraph  says: 

If  given  time  to  develop,  the  original  plan  to  reorganize  the  Travel  Office  for  a 
smooth  transition  in  September  would  have  allowed  the  Travel  Office  employees  to 
seek  other  Federal  placement,  along  with  other  Executive  Office  of  the  President 
staff,  in  anticipation  of  the  end  of  the  fiscal  year  staff  cuts;  however,  when  pressure 
began  to  build  for  immediate  action  in  the  Travel  Office,  the  long-term  plans  were 
short-circuited. 

Is  that,  in  fact,  what  really  happened? 

Ms.  Thomasson.  Mr.  Chertoff,  you  would  have  to  ask  Mr.  Wat- 
kins  about  that  because  I  wasn't  there  in  February  1993. 

Mr.  Chertoff.  You  read  it.  You  got  there  in  March,  though? 

Ms.  Thomasson.  March  1. 

Mr.  Chertoff.  The  auditors  were  hired  March  13  and  14;  right? 

Ms.  Thomasson.  May  13  and  14. 

Mr.  Chertoff.  May  13  and  14.  So  during  the  period  of  time  you 
were  there,  you  presumably  had  some  knowledge  of  the  planning 
of  how  the  Travel  Office  review  was  going  to  take  place;  right? 

Ms.  Thomasson.  I  had  no  exposure  to  the  Travel  Office  until 
sometime  after  May  1. 

Mr.  Chertoff.  You're  not  in  a  position  to  agree  or  disagree  with 
this  statement  in  the  memo;  is  that  your  testimony? 

Ms.  Thomasson.  That's  exactly  right. 

Mr.  Chertoff.  During  the  period  of  time  that  this  review  with 
the  auditors  was  going  on,  you  were  involved  in  reporting  on  that 
to  Mr.  Kennedy  and  Mr.  Foster? 

Ms.  Thomasson.  I  was. 

Mr.  Chertoff.  Mr.  Foster  was  involved  in  this  process;  right? 
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Ms.  Thomasson.  He  was. 

Mr.  Chertoff.  You  obviously  were  aware  of  that  because  you 
were  involved  in  the  process? 

Ms.  Thomasson.  Absolutely. 

Mr.  Chertoff.  Was  there  something  called  a  SWAT  team  at  the 
White  House?  The  group  with  the  informal  designation  of  a  SWAT 
team  was  also  involved  in  handling  this  Travel  Office  matter  in 
May? 

Ms.  Thomasson.  They  were  involved  in  all  of  the  management 
reviews  of  all  the  offices  within  the  Office  of  Administration  in  the 
White  House  office. 

Mr.  Chertoff.  Were  they  known  as  the  SWAT  team? 

Ms.  Thomasson.  From  time  to  time. 

Mr.  Chertoff.  Were  you  part  of  the  SWAT  team? 

Ms.  Thomasson.  No,  I  was  not. 

Mr.  Chertoff.  Was  Mr.  Foster  part  of  the  SWAT  team? 

Ms.  Thomasson.  He  was  not. 

Mr.  Chertoff.  At  the  point  at  which  a  decision  was  made  to  go 
hire  outside  auditors,  had  a  decision  already  been  made  to  sub- 
stitute new  people  for  the  Travel  Office  staff  and  to  take  over  the 
Travel  Office  function  before  the  auditors  were  hired? 

Ms.  Thomasson.  Not  to  my  knowledge. 

Mr.  Chertoff.  Isn't  it  a  fact  that  the  very  day  there  was  discus- 
sion about  going  out  to  hire  the  auditors,  you  had  discussions  with 
people  in  the  White  House  about  the  propriety  of  hiring  new  people 
to  take  over  the  office  without  having  a  bid,  an  open  bid  procure- 
ment process? 

Ms.  Thomasson.  One  of  the  items  that  we  talked  about  was 
doing  what  the  rest  of  the  Government  does,  and  to  outsource  all 
our  travel  arrangements  at  the  White  House.  It  was  my  under- 
standing at  that  time  that  the  White  House  was  the  only  Govern- 
ment agency  that  didn't  outsource  its  travel  arrangements. 

Mr.  Chertoff.  I'm  asking  you  a  different  question  and  I'll  put 
it  in  perspective  with  the  dates.  We  have  a  chronological  record 
prepared  by  the  White  House  itself.  It's  a  2-page  chronology  which 
is  in  your  package,  CGEPR  563;  it's  a  typed  chronology.  Do  you  rec- 
ognize the  handwriting  on  the  chronology? 

Ms.  Thomasson.  I  do  not. 

Mr.  Chertoff.  Now  on  May  13th,  it  says,  "David  Watkins  con- 
tacts Larry  Herman  of  Peat,  Marwick  and  asks  the  company  to  re- 
view Travel  Office  files."  Do  you  have  reason  to  dispute  that  it  was 
on  Thursday,  May  13th,  that  the  initial  contact  for  Peat,  Marwick 
was  made? 

Ms.  Thomasson.  No. 

Mr.  Chertoff.  Then  the  next  day,  Friday,  May  14th,  it  says, 
"Larry  Herman  and  five  other  Peat,  Marwick  accountants  began  re- 
view." Do  you  have  any  reason  to  dispute  that  that's,  in  fact,  what 
happened? 

Ms.  Thomasson.  I  do  not. 

Mr.  Chertoff.  You  see  that  this  chronology  was  prepared  on 
May  25,  1993?  That  was  before  Mr.  Foster's  death;  is  that  correct? 

Ms.  Thomasson.  Yes,  it  is. 

Mr.  Chertoff.  When  was  the  first  time  you  saw  this  chronology? 

Ms.  Thomasson.  Today. 
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Mr.  CHERTOFF.  No  one  ever  showed  you  that  chronology? 

Ms.  THOMASSON.  I  do  not  recall  having  seen  this  before. 

Mr.  CHERTOFF.  This  is  a  White  House  document,  CGEPR  563,  I 
think  it  was  distributed  to  everybody.  I  think  it  is  a  public  docu- 
ment, or  made  public  by  the  House. 

Senator  Sarbanes.  This  is  a  House  document? 

Mr.  CHERTOFF.  That's  correct,  Mr.  Chairman. 

Senator  Sarbanes.  Well,  Mr.  Chairman,  we  are  back  doing  the 
House's  job  again. 

The  Chairman.  We're  not  going  to  do  the  House's  job,  but 

Senator  Sarbanes.  That's  what  we're  doing. 

The  Chairman.  This  is  a  matter  of  public  record.  We  are  not 
going  to  get  into  the  details  of  this,  but  we  are  going  to  get  into 
what  Ms.  Thomasson  has  testified  to  before,  what  she  knew,  et 
cetera,  and  for  those  limited  purposes,  I  am  going  to  allow  Mr. 
Chertoff  to  continue. 

Senator  Sarbanes.  I  guess  I  need  to  have  some  understanding 
of  what  Mr.  Chertoff's  theory  is  within  the  scope,  because  if  there 
is  such  a  theory,  he  could  get  to  that  with  Ms.  Thomasson.  What 
we're  doing  right  now  is  just  marching  through  the  Travelgate  step 
by  step.  I  take  it  these  are  documents  from  the  Clinger  Committee; 
is  that  right? 

Mr.  Chertoff.  That's  correct. 

Mr.  Chairman,  my  theory  is  very  simple.  We  took  a  deposition 
of  Ms.  Thomasson  to  determine  what  was  on  her  mind  or  what  her 
knowledge  was  concerning  Mr.  Foster's  activities  when  Mr.  Wat- 
kins  directed  her  to  go  into  that  office 

The  Chairman.  I  think  it's  important  to  note  that  Mr.  Watkins 
directed  Ms.  Thomasson  to  go  into  the  room.  Consequently,  there's 
a  very  real  question  as  to  why  and  what  it  testified  to — why  people 
were  directed  to  go  into  Vince  Foster's  office  and  what  people  may 
or  may  not  have  been  concerned  about  and  what  they  may  or  may 
not  have  been  looking  for.  That's  a  very  real  question,  and  we  will 
permit  that. 

Ms.  Thomasson.  Mr.  Chairman,  if  I  could  just  correct  one  thing. 

The  Chairman.  Certainly. 

Ms.  Thomasson.  I  was  not  directed  to  go  into  Vince  Foster's  of- 
fice. When  David  Watkins  paged  me  to  let  me  know  that  Vince  Fos- 
ter had  killed  himself,  I  was  distressed,  I  was  disturbed  that  my 
friend  had  killed  himself.  And  at  that  time  I  said  what  can  I  do 
to  help,  where  are  you,  do  you  need  me  at  the  house  to  answer  the 
phone,  what  do  you  need  me  to  do.  And  he  said  do  you  mind  going 
to  the  White  House  and  just  see  if  Vince  Foster  left  a  suicide  note. 

The  Chairman.  And  we  will  examine  that. 

Mr.  Chertoff.  Now  in  connection  with  that  question  of  your 
state  of  mind,  what  you  knew  as  of  July  20th,  we  explored  that  in 
your  deposition.  Your  involvement  in  working  with  Mr.  Foster,  logi- 
cally suggests  what  you  knew  or  could  have  supposed  was  in  Mr. 
Foster's  office. 

And  as  I  say,  we  had  a  considerable  amount  of  testimony  from 
you  in  the  deposition  about  this  Travel  Office  activity  without  ob- 
jection. That's  what  I  want  to  review  now,  in  light  of  documents 
that  have  become  known  after  you  testified. 
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There  came  a  point  in  time  that  outside  people  were  brought  in 
to  take  over  the  Travel  Office  function  after  the  employees  were  re- 
moved. Were  those  people  identified  and  selected  before  there  was 
a  decision  to  remove  the  Travel  Office  people? 

Ms.  THOMASSON.  Not  to  my  knowledge. 

Mr.  Chertoff.  I  want  to  go  back  to  your  testimony,  page  37  of 
your  deposition,  you  were  asked  at  line  11: 

Question:  At  this  point  in  time,  was  there  a  substitute  for  the  company  or  agency 
that  was  handling  the  money  in  the  Travel  Office?  Was  there  a  change  in  the  iden- 
tity of  the  people  who  would  be  handling  the  travel  out  of  the  White  House? 

Answer:  Not  at  that  point. 

Question:  Did  there  come  a  point  where  there  was  a  change? 

Answer:  Yes,  there  was. 

Question:  When  was  that? 

Answer:  It  was  the  next  week  after  the  members  of  the  Travel  Office  had  been 
terminated.  We  had  a  firm  that  volunteered  to  come  in  and  help  us  get  through 
some  period  of  time  until  we  could  let  a  contract  to  either  do  it  through  contract 
and  have  the  work  done  by  contractor,  or  we  could  make  a  determination  on  who 
we  wanted  to  run  that  office  on  an  ongoing  basis. 

It's  still  your  testimony  that  it  wasn't  until  after  the  members  of 
the  Travel  Office  had  been  terminated  that  new  people  were  se- 
lected to  come  in? 

Ms.  THOMASSON.  Based  on  my  knowledge. 

Mr.  Chertoff.  I  want  to  direct  your  attention  to  the  Travel  Of- 
fice chronology,  CGEPR  563,  the  2-page  typed  document. 

Senator  Sarbanes.  That  came  from  the  House  Committee? 

Mr.  Chertoff.  That's  correct. 

May  10 — Harry  Thomason  and  Darnell  Martins  meet  with  Watkins,  describe  Mar- 
tins' encounter  with  Billy  Dale.  Thomason  calls  Martins'  Cincinnati  office  and  has 
memo  faxed  to  White  House.  Thomason  makes  copies  for  David  Watkins,  Katherine 
Cornelius  and  himself. 

And  isn't  it  a  fact,  Ms.  Thomasson,  that  before  the  firing  of  the 
Travel  Office  workers  during  the  week  of  May  17th,  a  decision  had 
already  been  made  the  previous  week  as  to  who  was  going  to  come 
in  and  substitute  for  them? 

Ms.  Thomasson.  Not  to  my  knowledge,  sir. 

Mr.  Chertoff.  Isn't  it  a  fact  that  the  previous  week  you  person- 
ally had  conversations  with  people  at  the  White  House  in  which 
you  raised  questions  about  whether  it  was  appropriate  to  bring 
people  in  without  a  bidding  procedure? 

Ms.  Thomasson.  I  raised  the  issues  about  bidding  procedures 
and  how  we  would  go  through  that,  if  that  was  the  determination 
about  how  we  would  proceed  with  the  White  House  Travel  Office 
as  other  Government  agencies  do  their  travel. 

Mr.  Chertoff.  It  is  important  to  keep  the  weeks  in  sequence.  It 
is  the  week  of,  I  guess,  May  17th  that  the  firing  occurs.  Your  testi- 
mony is  that  the  selection  of  the  new  replacements  does  not  come 
until  after  the  firing.  Isn't  it  a  fact  that  the  week  before  the  firing, 
on  Friday,  Mr.  Watkins  had  a  conversation  with  the  First  Lady  in 
which  the  First  Lady  told  Mr.  Watkins  that  Harry  Thomason  had 
selected  people  to  come  in  to  run  the  Travel  Office,  World  Wide 
Travel  and  Penny  Sample,  and  that  those  people  could  be  put  in 
place  immediately  after  the  dismissals? 

Ms.  Thomasson.  I  don't  know  what  the  conversation  was  be- 
tween Mr.  Watkins  and  the  First  Lady.  I  have  no  idea  about  that. 
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Mr.  Chertoff.  And  isn't  it  a  fact  that  on  Monday  morning  of  the 
following  week,  again  before  the  people  at  the  Travel  Office  were 
terminated,  you  had  a  conversation  with  Mr.  McLarty  and  Mr. 
Watkins  in  which  Mr.  McLarty  discussed  with  you  that  this  issue 
of  replacing  the  employees  with  the  World  Wide  Travel  personnel 
was  on  the  First  Lady's  "radar  screen"? 

Ms.  THOMASSON.  I  don't  recall  that  in  the  discussion,  but  it  cer- 
tainly could  have  happened.  I  don't  recall  it  though. 

Mr.  Chertoff.  Again,  let  me  take  you  back  to  the  draft  of  Mr. 
Watkins'  memo  which  you  reviewed,  and  let  me  ask  you  to  focus 
your  attention  on  the  second  page.  I  want  to  read  this  to  you. 

Foster  regularly  informed  me  that  the  First  Lady  was  concerned  and  desired  ac- 
tion— the  action  desired  was  the  firing  of  the  Travel  Office  staff.  On  Friday,  while 
I  was  in  Memphis,  Foster  told  me  that  it  was  important  that  I  speak  directly  with 
the  First  Lady  that  day.  I  called  her  that  evening  and  she  conveyed  to  me  in  clear 
terms  that  her  desire  was  for  swift  and  clear  action  to  resolve  the  situation.  She 
mentioned  that  Thomason  [Harry  Thomason]  had  explained  how  the  Travel  Office 
could  be  run  after  removing  the  current  staff — that  plan  included  bringing  in  World 
Wide  Travel  and  Penny  Sample  to  handle  the  basic  travel  functions,  the  actual  ac- 
tions taken  post-dismissal,  and  in  light  of  that,  she  thought  immediate  action  was 
in  order. 

On  Monday  morning,  you  came  to  my  office  and  met  with  me  and  Patsy 
Thomasson.  At  that  meeting  you  explained  that  this  was  on  the  First  Lady's  "radar 
screen."  The  message  you  conveyed  to  me  was  clear:  Immediate  action  must  be 
taken.  I  explained  to  you  that  I  had  decided  to  terminate  the  Travel  Office  employ- 
ees, and  you  expressed  relief  that  we  were  finally  going  to  take  action  (to  resolve 
the  situation  in  conformity  with  the  First  Lady's  wishes).  We  both  knew  that  there 
would  be  hell  to  pay  if,  after  our  failure  in  the  Secret  Service  situation  earlier,  we 
failed  to  take  swift  and  decisive  action  in  conformity  with  the  First  Lady's  wishes. 
You  then  approved  the  decision  to  terminate  the  Travel  Office  staff,  and  I  indicated 
I  would  send  you  a  memorandum  outlining  the  decision  and  plan,  which  I  did. 

Now  this  memorandum  indicates  that  you  were  personally 
present  at  this  meeting  on  Monday  morning,  before  the  Travel  Of- 
fice staff  was  fired,  in  which  there  was  discussion  about  the  plan 
to  replace  them  with  World  Wide  Travel  and  that  this  was  on  the 
First  Lady's  "radar  screen."  Your  testimony  is  you  don't  remember 
this  meeting? 

Ms.  Thomasson.  No,  my  testimony  is  that  I  don't  remember  that 
part  of  the  conversation  of  the  meeting.  At  that  meeting  Mr.  Wat- 
kins had  asked  me  what  my  opinion  was  with  regard  to  firing  the 
Travel  Office.  And  my  opinion  at  that  time  had  changed  because 
the  Peat,  Marwick  people  had  been  there  all  weekend  and  they  had 
made  it  very  plain,  very  clear  for  me  to  see  that  the  Travel  Office 
was  not  being  run  under  normal  operating  procedures  that  any 
small  business  would  be  asked  to  do. 

I  didn't  see  any  way  to  correct  those  errors  without  replacing  the 
White  House  Travel  Office.  Mr.  Watkins  asked  me  my  opinion  with 
regard  to  that,  I  gave  him  my  opinion,  and  I  told  him  that  I  agreed 
that  we  should  fire  the  White  House  Travel  Office. 

Mr.  Chertoff.  My  question  to  you  is  this,  Ms.  Thomasson. 
Wasn't  the  selection  of  the  people  who  were  going  to  take  over 
made  before  there  was  a  decision  to  fire  the  people  who  were  the 
current  incumbents?  Didn't  you  know  that  fact  because  it  was  clear 
to  you,  at  the  very  least,  as  of  that  meeting  Monday  morning? 

Ms.  Thomasson.  I  knew  on  Monday  morning,  if  we  were  going 
to  fire  the  White  House  Travel  Office,  we  had  to  have  replacements 
and  that  they  had  to  be  there  quickly,  they  needed  to  be  there  the 
next  day. 
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Mr.  Chertoff.  You  knew  who  the  replacements  were? 

Ms.  THOMASSON.  I  knew  who  we  were  talking  about.  I  didn't 
know  they  would  be  selected  that  morning.  I  knew  that  morning 
who  we  were  considering,  yes. 

Mr.  Chertoff.  So  when  you  told  us  in  response  to  the  question 
that  I  asked  you  last  year  at  this  point  in  time  was  there  a  sub- 
stitute for  the  company  or  agency  that  was  handling  the  money, 
and  you  said  not  at  that  point. 

Ms.  THOMASSON.  There  was  not  a  decision  made  at  that  point,  ^ 
Mr.  Chertoff,  on  who  it  would  be  or  if  it  would  in  fact  be  them.  .t 
There  was  a  consideration  being  given  to  that  particular  company  ". 
but  we  had  to  determine,  through  the  purchasing  people  and  the  'v 
procurement  people  in  our  agency,  whether  or  not  we  could  in  fact  ^ 
hire  them.  ^ 

Mr.  Chertoff.  You  then  went  on  to  say: 

Question:  Did  there  come  a  point  when  there  was  a  change?  t 

Answer:  Yes,  there  was. 

Question:  When  was  that?  tJ 

Answer:  It  was  the  next  week  after  the  members  of  the  Travel  Office  had  been    ao 
terminated.  We  had  a  firm  that  volunteered  to  come  in  and  help  us  get  through 
some  period  of  time. 

My  point,  Ms.  Thomasson,  is  that  it  was  not  that  the  decision  5 
was  made  to  fire  the  people  and  then  a  new  group  came  in  to  vol-  a 
unteer  to  take  over.  My  point  is,  wasn't  the  reality  that  a  decision  a 
was  made  and  there  was  a  group  that  wanted  to  come  in  and  take  ft 
over?  It  was  afterwards  that  a  decision  was  made  to  fire  the  incum-  f 
bents  in  the  office?  f 

Ms.  THOMASSON.  That's  not  correct,  Mr.  Chertoff.  i!( 

Mr.  Chertoff.  That's  not  the  way  you  remember  it? 

Ms.  Thomasson.  That's  not  the  way  I  remember  it. 

Mr.  Chertoff.  In  the  paragraphs  I  have  read  to  you  from  Mr. 
Watkins'  draft,  you  don't  recognize  the  handwriting  on  page  2?  You 
don't  recognize  it  to  be  your  handwriting? 

Ms.  Thomasson.  It  could  be  mine  but  I  don't  recognize  it  as 
mine. 

Mr.  Chertoff.  What  is  clear  is  there's  no  writing  on  this,  par- 
ticularly next  to  the  description  of  your  meeting  with  Mr.  McLarty 
and  Mr.  Watkins.  There  is  no  notation  by  you  that  this  is  incorrect 
or  at  variance  with  your  memory  as  to  how  it  was  when  you  re- 
viewed this  in  the  fall  1993;  right? 

Ms.  Thomasson.  There  are  a  lot  of  things  that  are  incorrect  in 
this  memorandum.  I  didn't  correct  anything  in  this  memorandum. 

Mr.  Chertoff.  You  did  make  notations.  My  question  is  this 

Ms.  Thomasson.  They  were  not  corrective  notations.  They  were 
only  additions  or  comments  with  regard  to  other  aspects  of  the  sit- 
uation. 

The  Chairman.  One  last  question  because  we're  over  the  time. 

Mr.  Chertoff.  My  question  to  you  is  simply  this:  In  the  fall  of 
1993,  within  6  months  of  the  time  of  these  events,  you  had  this 
memorandum,  you  reviewed  it,  and  you  made  certain  marginal  no- 
tations or  additions  where  you  felt  it  was  appropriate.  There's  no 
notation,  no  dispute,  no  contradiction,  nothing  you  have  entered 
with  respect  to  this  description  of  a  meeting  you  personally  partici- 
pated in  that  in  any  way  contradicts  or  takes  issue  with  the  ren- 
dition of  events  in  this  memorandum;  isn't  that  correct? 
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Ms.  THOMASSON.  That  was  not  my  assignment.  I  was  only  as- 
signed to  read  it,  I  was  asked  to  read  it;  I  read  it,  I  gave  him  my 
comments. 

Mr.  Chertoff.  And  no  comments  are  there 

Ms.  THOMASSON.  I  didn't  give  him  very  many  written  comments, 
as  you  will  see. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Ms.  Thomasson,  in  order  for  this  questioning 
about  Travelgate  not  to  be  a  disingenuous  pretext  to  exceed  the 
scope  of  our  Resolution  by  going  into  Travelgate  because  the  tank 
is  empty  of  material  we  are  authorized  to  cover,  one  would  expect 
a  cogent  theory  of  getting  into  this  material  that  has  some  relation- 
ship to  the  investigation  of  materials  in  Mr.  Foster's  office,  looking 
for  a  note  following  his  suicide  on  July  20,  1993. 

Now  the  theory  would  have  to  be  that  you  were  concerned  about 
Travelgate  and  went  into  Mr.  Foster's  office  to  search  for,  find, 
carry  off,  destroy,  mutilate,  spindle,  and  otherwise  make  unavail- 
able any  material  on  the  Travel  Office. 

So  now  what  do  we  have?  We  have,  in  fact,  Mr.  Foster's  spiral 
notebook  found  in  his  briefcase.  When  Mr.  Chertoff  held  it  up  and 
you  heard  all  those  cameras  clicking — as  you  will  again,  this  is 
called  a  photo  opportunity — you  hold  this  up  and  you  say  here  is 
a  thick  spiral  notebook  full  of  Mr.  Foster's  jottings  on  the 
Travelgate,  or  the  Travel  Office  matter.  In  fact,  as  you  would  know 
if  you  went  through  the  document,  in  this  thick  spiral  notebook, 
which  is  a  photocopy  of  all  of  the  pages  in  a  spiral  notebook,  there 
are  exactly  20  pages  that  have  some  writing  on  them.  So  that's  the 
particular  spiral  notebook. 

As  I  recall  your  testimony  before  this  Committee,  you  went  into 
the  office  of  Mr.  Foster  to  look  for  a  note,  to  see  if  there  was  a  sui- 
cide note,  on  the  night  of  his  suicide;  correct? 

Senator  Sarbanes.  Could  I  interrupt  Counsel  just  for  a  minute? 
Because  Mr.  Chertoff  held  this  up  and  talked  about  this  spiral 
notebook.  I  wasn't  aware  of  this,  but  I  see  that  a  great  many  of 
these  pages  are  just  blank.  Is  that  the  point? 

Mr.  Ben-Veniste.  Yes.  There  are  only  20  pages  that  have  any 
kind  of  writing  on  them. 

Senator  Sarbanes.  Out  of  all  of  these  pages? 

Mr.  Ben-Veniste.  Right. 

Senator  Sarbanes.  Well,  that  certainly  was  not  the  impression 
that  was  left  and  it  certainly  was  not  the  impression  I  had,  so  I 
am  glad  that  point  has  been  made  because  it  clarified  this  matter. 

Mr.  Ben-Veniste.  If  I  recall  your  testimony,  in  the  course  of 
searching  for  a  note  on  that  evening,  and  we've  testified  about  it 
several  times  at  length  over  hundreds  of  pages  of  transcript,  one 
of  the  places  that  you  looked  was  in  Mr.  Foster's  briefcase.  Accord- 
ing to  your  testimony,  you  opened  the  briefcase  and  you  looked  in- 
side to  see  if  there  was  a  note  lying  in  plain  view  in  the  briefcase; 
is  that  correct? 

Ms.  Thomasson.  Yes. 

Mr.  Ben-Veniste.  That  is  the  very  place  where  this  Travel  Office 
notebook  was  located,  and  we  know  that  because  when  the  inven- 
tory was  conducted  in  the  presence  of  all  of  the  three-letter  agen- 
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cies,  the  Department  of  Justice  and  everyone  else,  according  to  the 
notes  that  were  taken  of  that  inventory,  the  Travel  Office  matter — 
and  let  me  find  the  document  itself,  because  we  have  that. 

On  July  27,  1995,  in  our  hearing,  Exhibit  1  was  the  notes  made 
by  Mr.  Spafford  during  the  review  of  materials  in  the  office.  Among 
the  things  which  were  called  out  by  Mr.  Nussbaum  was  a  "note- 
book of  notes  of  meetings,"  and  then  under  that,  "WH  Travel  Office 
management"  and  it  appears  to  be  either  a  file  or  a  word  that  looks 
like  that. 

So  immediately  after  Mr.  Foster's  death,  in  the  presence  of  the 
Department  of  Justice,  FBI,  and  Park  Service  officials,  the  note- 
book with  Travel  Office  material  was  identified.  That  is  the  very 
notebook  which  should  have  been,  if  there  is  a  theory  or  a  nexus 
as  to  why  we  are  having  this  hearing,  that  is  legitimately  within 
the  scope  of  our  Resolution,  that  should  have  been  your  objective, 
to  hone  in  on  that  and  I  guess  do  something  untoward,  get  rid  of 
it,  doctor  it  up,  somehow  destroy  it.  Did  that  happen? 

Ms.  Thomasson.  No,  sir. 

Mr.  Ben-Veniste.  In  all  of  the  40  minutes  that  Mr.  Chertoff  was 
questioning  here — I  guess  that  didn't  allow  him  the  time  to  ask  you 
a  direct  question — was  your  intent  to  go  in  the  office  of  Mr.  Foster 
after  his  suicide  to  look  for  notes  relating  to  the  Travel  Office? 

Ms.  Thomasson.  No,  sir. 

Mr.  Ben-Veniste.  Did  you,  on  that  evening,  review  any  material 
that  had  to  do  with  the  Travel  Office? 

Ms.  Thomasson.  No,  sir. 

Mr.  Ben-Veniste.  Was  the  Travel  Office  a  matter  that  concerned 
you  and  was  it  the  reason  why  you  went  to  Mr.  Foster's  office  that 
evening? 

Ms.  Thomasson.  No,  sir. 

Mr.  Ben-Veniste.  Will  you  tell  us — for  the  hundredth  time — whj 
you  went  into  the  office  that  evening? 

Ms.  Thomasson.  I  was  asked  to  go  to  the  office  that  evening  tc 
see  if  I  could  find  a  suicide  note  to  determine  whether  or  not  Mr. 
Foster  left  a  suicide  note.  We  wanted  his  wife  and  his  children  tc 
be  the  first  ones  to  know  the  contents,  if  there  was  such  a  note 

Mr.  Ben-Veniste.  Who  asked  you  to  go  there? 

Ms.  Thomasson.  Mr.  Watkins  asked  me  to  go  there. 

Mr.  Ben-Veniste.  What  was  your  reporting  relationship  with 
Mr.  Watkins  at  that  time? 

Ms.  Thomasson.  He  was  my  direct  supervisor. 

Mr.  Ben-Veniste.  Do  you  recall  where  Mr.  Watkins  was  when  he 
asked  you  to  go  and  look  for  a  note  at  that  time? 

Ms.  Thomasson.  He  was  at  Vince  Foster's  home. 

Mr.  Ben-Veniste.  Our  evidence  has  been  there  was  a  questior 
as  to  whether  a  note  was  left  by  Mr.  Foster  in  his  home.  Thej 
looked  for  a  note  there  and  they  did  not  discover  one.  According  tc 
my  recollection  of  the  testimony,  Mr.  Watkins  indicated  that  he 
had  spoken  with  Mrs.  Foster  about  the  issue  of  whether  a  note  hac 
been  left,  and  thereafter  had  called  you  and  asked  you  to  go  in  anc 
see  if  he  had  left  a  note  in  his  office.  Now,  we  have  had  days  o: 
testimony  regarding  what  occurred  that  night  from  Mr.  Nussbaum 
from  you,  from  Ms.  Williams,  and  from  others.  I  don't  intend  t( 
spend  the  Committee's  time  regurgitating,  reiterating,  and  recy 
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cling  all  that  information.  We  have  a  complete  record  of  it,  and  I 
presume  it  will  be  the  subject  of  a  section  in  the  final  report. 

Is  there  anything  that  has  come  to  your  attention  that  would 
have  a  bearing  on  the  testimony  you  gave  previously.  Some  mate- 
rial that  would  clarify,  elucidate,  or  correct  anything  to  do  with  the 
reasons  why  you  went  into  the  office,  or  what  you  did  when  you 
were  there  that  night? 

Ms.  Thomasson.  No,  sir. 

Mr.  Ben-Veniste.  How  many  different  agencies  have  you  given 
your  testimony  or  statements  to  with  respect  to  this  matter? 

Ms.  Thomasson.  The  Park  Police,  the  FBI,  this  Committee,  the 
House  Committee  on  Travel,  this  Committee  more  than  one  time. 

Mr.  Ben-Veniste.  I  only  count  it  once. 

Ms.  Thomasson.  OK.  I  think  that's  it. 

Mr.  Ben-Veniste.  Independent  Counsel? 

Ms.  Thomasson.  Absolutely,  Independent  Counsel. 

Mr.  Ben-Veniste.  I  wouldn't  think  they  would  be  neglectful  of 
you  in  that  regard.  So  that's  five  different  investigatory  agencies. 
Do  you  have  any  idea  of  how  much  time  you  have  spent  testifying 
and  preparing  for  testimony? 

Ms.  Thomasson.  I  have  no  idea.  It's  an  enormous  amount  of 
time,  to  get  ready  each  time  that  one  has  to  do  this. 

Mr.  Ben-Veniste.  Because  when  you  come  up  here,  you  don't 
know  what  questions  will  be  asked  about  what  subject.  You  have 
to  go  back  so  you  can  play  this  cat-and-mouse  game  about  "gotcha" 
in  some  testimony  you  may  have  given  2  years  ago  on  an  unrelated 
subject.  You  have  to  go  back  and  try  to  review  all  of  that  testimony 
on  every  subject  in  order  to  prepare  adequately  to  come  here  to  de- 
fend yourself,  as  it  were,  before  this  Committee. 

I  have  to  say  that  as  a  trial  lawyer,  and  understanding  what  it 
takes  for  a  witness  to  prepare  adequately  under  such  circum- 
stances, it's  a  tremendous  obligation,  and  it's  a  stressful  kind  of  un- 
dertaking. I  am  very  sympathetic  to  the  witnesses  who  have  been 
called,  recalled,  recalled  again,  and  have  testified  in  this  way.  I 
have  to  say  that  this  Travel  Office  material  was  produced  in  Janu- 
ary of  this  year.  You  were  again  deposed  in  February  of  this  year; 
is  that  correct? 

Ms.  Thomasson.  That's  correct. 

Mr.  Ben-Veniste.  A  month  after  the  memo  you  have  been  ques- 
tioned about  was  produced,  you  were  not  asked  a  single  question 
by  the  Majority  in  your  deposition  about  the  subject? 

Ms.  Thomasson.  That's  correct. 

Mr.  Ben-Veniste.  That  to  me  underlines  the  fact  that  this  is 
well  outside  the  scope  of  this  Committee's  jurisdiction,  to  get  into 
the  details  of  the  Travel  Office  as  has  been  done  here  this  morn- 
ing— and  that  the  pretextual  reason  this  would  somehow  provide  a 
nexus  between  your  search  for  a  note  on  July  20,  1993,  is  strained 
at  best.  I  have  nothing  further. 

Mr.  Chertoff.  Well,  in  light  of  that 

Senator  Sarbanes.  I  want  to  withhold  our  time  for  a  moment. 

Mr.  Ben-Veniste.  Let  me  ask  you  some  other  questions  and 
maybe  we  can  save  some  time  by  covering  them  more  quickly  from 
the  Minority  side.  Now  with  respect  to  the  Rose  Law  Firm  billing 
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records,  did  you  ever  see  those  billing  records,  in  Mr.  Foster's  of- 
fice, on  any  occasion? 

Ms.  THOMASSON.  I  don't  recall  seeing  those  records  until  my  dep- 
osition. 

Mr.  Ben-Veniste.  I  take  it  the  Rose  Law  Firm  billing  records 
was  not  a  motivator  for  you  on  the  night  of  July  20,  1993,  in  going 
into  Vince  Foster's  office? 

Ms.  Thomasson.  No,  sir. 

Mr.  Ben-Veniste.  And  there  was  no  discussion  among  you,  Mr. 
Watkins,  Judge  Johnson,  or  any  other  characters  who  have  been 
woven  into  this  intricate  conspiracy  theory?  The  billing  records, 
these  highly  and  supposedly  relevant  and  incriminating  billing 
records,  were  the  subject  of  any  discussion  about  going  into  Vince 
Foster's  office  after  his  suicide? 

Ms.  Thomasson.  No,  they  were  not. 

Mr.  Ben-Veniste.  Let  me,  if  I  can,  go  to  the  actual  statement, 
because  Mr.  Chertoff  paraphrased  it  in  a  way  that,  in  fairness  to 
you,  might  have  made  a  jump — and  I  have  to  say  here  if  America 
ever  fields  a  conclusion-jumping  team  for  the  next  Olympics,  we're 
going  to  be  in  very  good  shape  with  the  Majority  staff.  On  page  33, 
you  were  asked: 

Question:  And  what  in  particular  was  the  work  that  you  did  in  connection  with 
that  [the  Travel  Office  review]? 

Answer:  In  connection  with  that,  the  White  House  staff  in  the  Office  of  Manage- 
ment and  Administration  had  been  reviewing  every  office  under  its  purview  to  make 
sure  its  operations  were  what  we  wanted  them  to  be  and  to  make  sure  they  oper- 
ated in  a  manner  that  we  thought  was  effective  for  the  Clinton  Administration. 

One  of  the  offices  we  had  not  done  was  the  White  House  Travel  Office  and  we 
were  working  to  evaluate  the  White  House  Travel  Office  and  its  function  and  its 
ability  to  function.  When  we  got  to  that  particular  office,  it  was  so  different  than 
every  other  office  that  we  had  looked  at  because  we'd  already  looked  at  the  Office 
of  Administration  and  we'd  looked  at  various  offices  within  the  White  House,  but 
the  White  House  Travel  Office  was  the  only  one  that  handled  cash  every  day.  None 
of  the  other  offices  handled  cash  on  a  daily  basis  because  of  the  nature  of  their 
work. 

We  didn't  have  on  staff  at  the  White  House  accountants,  numbers  guys,  bean 
counters,  auditor  types.  And  as  a  result  of  that,  we  opted  to  hire  someone  from  the 
outside  to  come  in  to  help  with  that  particular  part  of  the  review  of  the  Travel  Of- 
fice. We  felt  we  had  the  talent  and  capability  in-house  to  look  at  the  management 
side  and  how  the  office  was  being  managed,  but  we  didn't  have  in-house  talent  to 
review  the  numbers  and  to  do  an  audit  of  the  dollars  and  cents  that  were  there. 

We  talked  among  David  Watkins  and  Vince  and  myself,  and  we  agreed  that  it 
would  be  a  better  idea  to  get  someone  from  the  outside  than  someone  from  the  in- 
side who  might  not  be  as  credible,  who  might  have  done  the  work  fine  but  might 
not  be  as  credible  because  they  didn't  have  a  CPA  behind  their  name,  so  we  would 
hire  an  outside  firm. 

Is  that  what  you  testified  to? 

Ms.  Thomasson.  Yes,  sir. 

Mr.  Ben-Veniste.  Mr.  Chairman,  we're  going  to  yield  back  our 
time  in  order  to  move  this  along  but  I  just  want  to  make  one  obser- 
vation. Obviously,  we're  going  to  have  to  deconstruct  the  photo  op- 
portunities, I  guess,  over  the  next  few  weeks. 

At  the  outset  of  this  hearing,  Mr.  Chertoff  held  up  this  document 
and  unfortunately  all  the  photographers  have  gone  now,  and  waved 
it  around  and  so  forth  these  notes  of  Watkins.  This  was  the  docu- 
ment that  was  held  up.  These  are  the  pages,  these  few  pages,  21 
of  them,  that  have  any  writing  on  them  at  all.  Now  these  are  the 
pages  that  have  no  writing  on  them.  There  are  88  pages  with  no 
writing  and  21  pages  with  writing,  so  as  I  understand  it,  80  per- 
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cent  of  these  had  no  writing  on  them.  I  just  make  that  observation 
for  the  record. 

With  respect  to  the  documents  that  were  shown,  another  indica- 
tion of  what  we're  talking  about  here  is  that  this  Committee  never 
subpoenaed  those  records  from  the  White  House.  These  were 
records  that  were  turned  over  to  the  House  of  Representatives  by 
the  White  House  because  they  are  looking  into  Travelgate.  All  of 
the  documents  that  were  displayed  and  about  which  this  witness 
was  questioned  were  documents  that  this  Committee  has  received, 
not  pursuant  to  process  or  request  but  over  the  transom,  as  it  were, 
from  the  House. 

We  yield  back  whatever  time  we  have. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Just  to  be  clear  on  this,  it's  20  or  22  pages  of  closely  written 
notes  in  Mr.  Foster's  own  handwriting.  These  notes  detail  in  ex- 
quisite, painstaking  detail  all  of  his  activities  and  discussions  in 
connection  with  this  matter,  including  discussions  with  you. 

For  example,  and  I  want  to  tie  it  directly  to  your  prior  testimony. 
Ms.  Thomasson,  it's  my  understanding,  that  this  document  was  not 
turned  over  to  any  investigative  authority,  until  more  than  a  year 
after  Mr.  Foster's  death. 

Mr.  Ben-Veniste.  Mr.  Chairman,  may  I  make  a  point  here? 
When  the  inference  is  made  that  this  document  was  hidden  and 
not  turned  over,  that's  a  far  cry  from  what  actually  happened,  ac- 
cording to  the  testimony  that  we  have  had.  The  document  was 
identified  in  the  presence  of  the  investigators  on  July  22nd,  I  be- 
lieve. The  investigators  stated  that  any  document  that  they  wished 
to  have  reviewed  would  be  segregated,  put  in  a  stack,  and  Mr. 
Nussbaum  would  review  that  material.  After  reviewing  it,  he  would 
make  a  decision  about  whether  to  turn  it  over  or  not. 

That  document  removed  from  the  briefcase  and  identified  as 
Travel  Office  material,  notebook  containing  Travel  Office  inquiry 
material,  was  never  requested  at  that  time.  I  think  that,  in  fair- 
ness, it  should  be  said  when  we  talk  about  material  that  was  not 
turned  over  for  a  year. 

The  Chairman.  I  think  that's  a  very  fair  observation.  The  Chair 
would  make  an  observation  as  well,  and  I  don't  want  it  to  be  point 
and  counterpoint.  Given  the  note  that  was  turned  over  in  which  ob- 
viously Mr.  Foster  expressed  his  concern  over  a  number  of  matters, 
including  the  travel  situation,  I  think  it  goes  to  the  heart  of  how 
and  why  the  search  of  the  office  should  have  been  and  would  have 
been  better  handled  by  the  Justice  Department,  as  opposed  to  the 
manner  in  which  it  did  take  place.  The  note  would  have  been  found 
then,  and  the  relevance  if  any  as  it  related  to  the  notebook  would 
have  been  put  forth.  We  wouldn't  have  had  the  conjecture  as  to 
why  this  was  not  made  available. 

But  I  think  your  observations,  they  will  stand  as  you  have  made 
them  and  we  will  continue. 

Mr.  Ben-Veniste.  Thank  you,  Mr.  Chairman. 

Mr.  Chertoff.  I  just  want  to  put  forth  on  the  record  that  I  asked 
for  a  copy,  from  the  Minority,  of  Mr.  Spafford's  handwritten  list  of 
things  in  the  briefcase  and  there  was  a  reference  to  a  Travel  Office 
management  role  report.  Ms.  Thomasson,  there  was  a  Podesta  re- 
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port  in  early  July  on  the  management  issues  raised  by  the  White 
House  Travel  Office;  right? 

Ms.  Thomasson.  There  was  such  a  thing,  yes. 

Mr.  Chertoff.  And  that  typed  report,  that  management  review, 
is  what  was  proclaimed  in  front  of  all  the  law  enforcement  authori- 
ties as  being  the  content  of  the  briefcase.  The  notebook  was  simply 
described  in  Mr.  Spafford's  notes  as  "notebook  of  notes  of  meetings, 
GC  issues."  So  we're  not  confused,  the  reference  in  the  presence  of 
investigators  to  White  House  Travel  Office  management  role  re- 
lates to  the  typed  Podesta  report,  which  I  acknowledge  was  made 
public  rather  swiftly.  But,  my  understanding  of  the  record  is  that 
the  notebook  was  not  described  in  any  way  that  would  make  it 
clear  that  it  was  part  of  the  Travel  Office  matter.  And  that  it  was 
to  the  intense  surprise  of  Mr.  Shaheen,  the  career  official  in  charge 
of  the  Office  of  Professional  Responsibility,  when  he  learned  in 
1994  that  he  had  conducted  his  own  investigation  of  this  matter 
without  the  benefit  of  this  notebook. 

My  question  to  you  is  this,  Ms.  Thomasson:  You  were  asked  in 
your  deposition — and  this  goes  directly  to  the  issue  of  your  prior  re- 
lationship with  Mr.  Foster,  that  you  worked  on 

The  Chairman.  What  page? 

Mr.  Chertoff.  This  is  page  38.  We  asked  you  without  objection 
on  line  15,  after  you  had  identified  World  Wide  Travel  correctly  as 
the  company  that  came  in  after  the  Travel  Office  individuals  were 
fired: 

Question:  Was  there  anybody  in  particular  who  volunteered  the  firm  to  handle  the 
travel? 

Answer:  I  don't  know  the  answer  to  that. 

But  isn't  it  a  fact,  Ms.  Thomasson,  that  you  did  know  that  it  was 
Harry  Thomason — again  no  relation  to  you,  and  I  want  to  be  clear 
about  that — who  was  responsible  for  volunteering  World  Wide 
Travel  and  the  air  charter  group  individual,  whose  name  is  Penny 
Sample? 

Ms.  Thomasson.  I  think  if  you  go  back  to  page  37,  we — there 
were  questions  with  regard  to  who  that  was,  and  I  say,  at  line  21 
on  page  37: 

Answer:  It  was  the  week  after  the  members  of  the  Travel  Office  had  been  termi- 
nated. 

Question:  What  was  the  firm? 
Answer:  Slips  my  mind.  World  Wide  Travel 
Question:  Where  was  the  firm  located? 
Answer:  Little  Rock. 

I  think  where  you  are  quoting  from  is  after  that,  but  yes,  I  iden- 
tified World  Wide  Travel  in  that  deposition. 

Mr.  Chertoff.  I  asked  you,  following  up,  was  there  anybody  in 
particular  who  volunteered  the  firm  for  travel — you  don't  know 
Harry  Thomason  was  involved  in  volunteering  World  Wide  Travel 
and  Penny  Sample  to  handle  this  matter? 

Ms.  Thomasson.  I  didn't  know  the  answer  to  that. 

Mr.  Chertoff.  I  think  we  gave  you  some  copies  of  excerpts  of 
Mr.  Foster's  notebook.  There's  one  page  before  you  that  may  be  cut 
off,  it's  F  15,  it's  ruled  paper  with  handwritten  notes.  It  has  a  little 
circle  24  in  the  upper  left-hand  corner. 

Senator  Sarbanes.  This  is  F  15? 
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Mr.  Chertoff.  F  14  and  F  15.  We  gave  you  the  selected  pages. 
It  has  a  little  24  with  a  circle  in  the  margin  in  the  upper  left-hand 
corner.  You  may  want  to  look  at  the  screen  to  help  you  compare. 
Do  you  have  that? 

Mr.  Ben-Veniste.  I  couldn't  read  that  screen  when  I  was  back 
in  the  fifth  grade  and  had  good  eyesight. 

Mr.  Chertoff.  I  think  Ms.  Thomasson  has  the  document  now. 

This  is  part  of  Mr.  Foster's  description  of  the  events  of  Thursday, 
May  13th,  in  this  notebook,  in  the  briefcase,  in  his  office  at  the 
time  of  his  death.  It  says,  "HT,"  that  would  be  Harry  Thomason, 
"understands  they  can  switch  over  immediately."  The  next  item, 
"Tell  PT,"  that's  you,  "same  on  Eller.  Pass  on  HT  comment  while 
noting  not  our  role,  ask  her  to  have  DW  call.  PT  unsure  of  ability 
to  sub  without  procurement." 

Does  this  change  your  recollection  of  the  fact  that  you  were 
aware  before  World  Wide  Travel  was  brought  on  that  it  was  Harry 
Thomason  who  was  recommending  them  for  the  job? 

Ms.  Thomasson.  No,  sir. 

Mr.  Chertoff.  Finally,  let  me  turn  to  page  40  of  your  deposition. 
The  question  really  boils  down  to  why  it  was  that  Mr.  Watkins 
chose  to  suggest  that  you  travel  from  the  restaurant  in  Georgetown 
to  the  White  House  to  do  this  examination  of  Mr.  Foster's  office 
when  there  was  a  White  House  full  of  people  who  Mr.  Watkins 
could  have  asked  to  go  into  the  office.  And  you  were  asked  the  fol- 
lowing questions  at  line  13: 

Question:  Did  there  come  a  point  in  time  when  there  was  a  certain  amount  of  con- 
troversy concerning  the  fact  that  the  FBI  had  been  called  in  on  this  issue  with  the 
Travel  Office? 

Answer:  I  read  that  in  the  paper,  yes,  sir. 

Question:  Was  there  discussion  in  the  White  House  about  the  controversy? 

Answer:  There  was  not  discussion — there  was  not  controversy  that  I  was  in  con- 
versations with  that  discussed  that  controversy,  no. 

So  your  testimony  was  that  before  Mr.  Foster's  death,  there  was 
no  discussion  in  the  White  House  about  any  controversy  concerning 
Travelgate.  It  was  simply  not  a  matter  that  was  the  subject  of  con- 
cern to  anybody  in  the  White  House.  That  was  your  testimony 
then.  Is  it  still  your  recollection  that  before  Mr.  Foster's  death, 
there  was  no  controversy,  no  discussion  in  the  White  House  about 
a  controversial  problem  with  the  Travel  Office  firings? 

Ms.  Thomasson.  My  answer  was  then,  and  it  continues  to  be, 
that  I  was  not  involved  in  conversations  with  regard  to  the  con- 
troversy with  regard  to  the  FBI. 

Mr.  Chertoff.  Mr.  Watkins  never  discussed  this  with  you,  never 
discussed  with  you  the  fact  that  he  was  upset  about  the  Podesta 
report  in  early  July  that  had  caused  him  to  be  reprimanded? 

Ms.  Thomasson.  Mr.  Watkins  and  I  did  not  discuss  that  that  I 
recall.  I  don't  recall  talking  about  that. 

Mr.  Chertoff.  You  were  unaware  that  Mr.  Foster  was  upset 
about  the  criticism  of  his  handling  of  the  Travel  Office  matter 
based  on  that  initial  review  by  the  Podesta  team? 

Ms.  Thomasson.  I  was  not  aware  what  Mr.  Foster's  state  of 
mind  was  with  regard  to  the  White  House  Travel  Office. 

Mr.  Chertoff.  And  to  be  perfectly  clear  on  this,  in  the  period  in 
May,  2  months  before  Mr.  Foster's  death,  you  worked  regularly 
with  Mr.  Watkins,  Mr.  Kennedy,  Mr.  Foster  and  others  who  were 
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involved  in  the  decision  to  fire  the  Travel  Office  personnel  and  re- 
place them;  right? 

Ms.  Thomasson.  I  did. 

Mr.  Chertoff.  You  were  involved  in  the  discussions  concerning 
whether  to  bring  in  the  FBI;  right? 

Ms.  Thomasson.  I  was  not. 

Mr.  Chertoff.  You  were  involved  in  discussions  about  bringing 
in  the  auditors;  right? 

Ms.  Thomasson.  I  was. 

Mr.  Chertoff.  You  were  involved  in  discussion  about  the  fact 
that  the  President  and  the  First  Lady,  themselves,  personally,  had 
communicated  their  desire  to  have  this  transition  take  place;  right? 

Ms.  Thomasson.  I  don't  have  any  recollection  of  having  any  dis- 
cussion about  whether  the  President  was  interested  in  having  this 
happen. 

Mr.  Chertoff.  Take  the  President  out.  What  about  the  First 
Lady? 

Ms.  Thomasson.  I  don't  specifically  recall  discussions  with  re- 
gard to  the  First  Lady. 

Mr.  Chertoff.  Do  you  generally  recall  on  Thursday,  May  13th, 
you  had  a  discussion  with  Mr.  McLarty  and  Mr.  Watkins  in  which 
there  were  observations  about  the  First  Lady  wanting  to  have  this 
transition  speeded  up? 

Ms.  Thomasson.  I  don't  remember  the  specifics  of  that  conversa- 
tion. 

Mr.  Chertoff.  Do  you  remember  a  conversation  you  had  with 
Mr.  Foster,  Mr.  Watkins,  and  Mr.  McLarty  in  which  Mr.  McLarty 
approved  the  idea  of  doing  this  outside  audit  review  on  Thursday, 
May  13th? 

Ms.  Thomasson.  I  do. 

Mr.  Chertoff.  Isn't  it  a  fact  that,  at  that  particular  meeting, 
Mr.  Foster  referred  to  the  clients  as  being  concerned  about  the 
White  House  Travel  Office  matter? 

Ms.  Thomasson.  I  don't  recall  that. 

Mr.  Chertoff.  Have  you  ever  told  anybody  that,  at  this  meeting, 
Mr.  Foster  referred  to  the  clients  as  being  concerned  about  the 
White  House  Travel  Office  matter? 

Ms.  Thomasson.  I  don't  recall  having  done  that. 

Mr.  Chertoff.  Did  Mr.  Watkins  ever  refer  in  your  presence  to 
the  Clintons,  either  of  them,  as  the  clients? 

Ms.  Thomasson.  On  occasion. 

Mr.  Chertoff.  That  was  a  term  he  would  use? 

Ms.  Thomasson.  On  occasion. 

Mr.  Chertoff.  I  want  to  ask  you  whether  you  were  aware,  be- 
fore Mr.  Foster's  death,  that  Mr.  Foster  had  had  conversations  with 
the  First  Lady  about  the  Travel  Office  matter. 

Ms.  Thomasson.  I  don't  know  that  I  was  aware  of  it. 

Mr.  Chertoff.  Finally,  I  want  to  direct  your  attention  back  to 
the  memorandum  from  Mr.  Watkins,  the  draft  memorandum  that 
you  saw.  I  want  to  direct  your  attention  in  particular  to  page  CGE 
12290.  Do  you  have  that? 

Ms.  Thomasson.  Yes. 

Mr.  Chertoff.  This  relates  to  the  portion  of  your  deposition  be- 
fore this  Committee  where  you  were  asked  about  the  sequence  and 
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who  was  involved  in  the  decision  to  substitute  World  Wide  Travel 
for  the  Travel  Office  employees. 

Now  this  page  is  Mr.  Watkins'  response  to  criticism  from  Mr. 
Podesta's  internal  review  that  hiring  World  Wide  Travel  on  a  no- 
bid  basis  created  the  appearance  of  favoritism.  There  are  several 
paragraphs  of  Mr.  Watkins'  response.  There's  a  handwritten  nota- 
tion in  the  left-hand  corner.  Whose  handwriting  is  that? 

Ms.  Thomasson.  It's  mine. 

Mr.  Chertoff.  What  does  it  say? 

Ms.  Thomasson.  "GSA  contract  in  Atlanta." 

Mr.  Chertoff.  Why  did  you  add  that  notation  to  the  discussion 
that  Mr.  Watkins  had  about  his  previous  relationships  with  World 
Wide  Travel? 

Ms.  Thomasson.  World  Wide  Travel  had  a  Government  contract 
with  someone  in  Atlanta,  with  GSA. 

Mr.  Chertoff.  How  did  you  know  that? 

Ms.  Thomasson.  How  did  I  know  that?  I  don't  recall  how  I  knew 
that,  but  I  knew  that. 

Mr.  Chertoff.  Did  you  know  that  from  World  Wide  Travel? 

Ms.  Thomasson.  I  don't  recall  how  I  knew  that. 

Mr.  Chertoff.  Did  you  work  with  the  people  from  World  Wide 
Travel,  when  you  reviewed  this  draft  report,  to  get  additional  infor- 
mation so  you  could  supplement  Mr.  Watkins'  memorandum? 

Ms.  Thomasson.  I  did  not. 

Mr.  Chertoff.  Did  you  check  with  GSA  or  with  someone  in  the 
White  House  to  get  this  information  about  World  Wide  having  a 
GSA  contract  in  Atlanta? 

Ms.  Thomasson.  I  did  not. 

Mr.  Chertoff.  You  will  at  least  agree  that  you  did  some  inde- 
pendent, outside  research  to  come  up  with  this  notion  or  this  fact 
that  there  was  a  GSA  contract  in  Atlanta  for  World  Wide  Travel; 
isn't  that  correct? 

Ms.  Thomasson.  I  knew  at  some  point  during  the  summer  or  fall 
of  1993  that  World  Wide  Travel  had  a  GSA  contract  in  Atlanta. 

Mr.  Chertoff.  Now,  Ms.  Thomasson,  I  would  like  to  turn  your 
attention  back  to  the  period  of  time  you  worked  with  Mr.  Lasater. 
How  long  did  you  work  with  Mr.  Lasater? 

Ms.  Thomasson.  From  1983  until  1992,  mid- 1992. 

Mr.  Chertoff.  What  was  your  position? 

Ms.  Thomasson.  I  had  several  different  positions  with  Mr. 
Lasater  and  Mr.  Lasater's  firms. 

Mr.  Chertoff.  Tell  us  about  them. 

Ms.  Thomasson.  I  was  the  President  of  LFI  Corporation  at  one 
time  which  was  a  corporation  owned  by  Mr.  Lasater.  I  was  Presi- 
dent of  Lasater,  Inc.  at  one  time,  a  company  owned  by  Mr.  Lasater. 
I  held  various  other  jobs  in  Mr.  Lasater's  companies. 

Mr.  Chertoff.  Were  you  involved  at  all  with  work  that  was 
done,  either  the  preparation  for  the  work  or  the  actual  work  that 
was  done,  in  connection  with  a  contract  for  the  Arkansas  Develop- 
ment Housing  Authority? 

Ms.  Thomasson.  No,  sir. 

Mr.  Chertoff.  No  involvement  at  all? 

Ms.  Thomasson.  No,  sir. 

Mr.  Chertoff.  Did  you  have  conferences  or  meetings  about  it? 
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Ms.  Thomasson.  I  don't  recall  having  any  conferences  or  meet- 
ings about  it. 

Mr.  Chertoff.  Was  it  an  area  of  activity  that  would  have  been 
within  the  scope  of  your  responsibility? 

Ms.  Thomasson.  It  was  not. 

Mr.  Chertoff.  I  want  to  show  you  a  bill  from  the  Mitchell,  Wil- 
liams, Selig,  Jackson  &  Tucker  firm,  the  firm  in  which,  formerly, 
current  Governor  Jim  Guy  Tucker  was  a  partner.  Direct  your  at- 
tention to  the  pages  that  are  marked  with  little  Arabic  numerals 
on  the  lower  right-hand  corners,  81  and  84. 

The  Chairman.  At  this  point,  because  the  red  light  has  gone  on, 
why  don't  we  turn  to  Senator  Sarbanes.  They  may  want  to  have 
an  opportunity  to  go  over  the  areas  that  you've  completed.  This  is 
a  whole  new  area,  and  this  way  we  will  not  be  impinging  upon  our 
colleagues  on  the  other  side. 

Senator  Sarbanes. 

Senator  Sarbanes.  Thank  you  very  much,  Mr.  Chairman. 

Ms.  Thomasson,  when  David  Watkins  called  you  on  the  evening 
of  the  death  of  Vince  Foster,  he  did  not  order  you  to  go  to  Foster's 
office,  did  he? 

Ms.  Thomasson.  No,  sir. 

Senator  Sarbanes.  I  take  it  you  were  distressed  by  the  news.  As 
I  understand  your  testimony  earlier,  you  said  was  there  anything 
you  could  do  to  help;  is  that  correct? 

Ms.  Thomasson.  That's  correct. 

Senator  Sarbanes.  And  he  indicated  to  you  maybe  you  could  see 
if  there  was  a  suicide  note? 

Ms.  Thomasson.  Yes,  sir. 

Senator  Sarbanes.  Is  that  why  you  went  to  Foster's  office,  to  see 
if  you  could  find  a  suicide  note? 

Ms.  Thomasson.  Yes,  sir. 

Senator  Sarbanes.  You  were  at  dinner,  as  I  recall  your  previous 
testimony? 

Ms.  Thomasson.  Yes,  sir. 

Senator  Sarbanes.  When  you  left  your  dinner  companions  and 
headed  to  the  White  House  to  go  to  Foster's  office,  the  only  purpose 
in  your  mind  was  to  find  a  suicide  note? 

Ms.  Thomasson.  Yes,  sir. 

Senator  Sarbanes.  You  weren't  looking  for  something  else? 

Ms.  Thomasson.  No,  sir. 

Senator  Sarbanes.  When  you  got  to  Foster's  office  and  looked  for 
the  suicide  note,  is  that  the  only  thing  that  remained  in  your  mind 
that  you  were  there  for? 

Ms.  Thomasson.  Yes,  sir. 

Senator  Sarbanes.  While  you  were  there,  you  didn't  start  looking 
for  others  things  as  well,  did  you? 

Ms.  Thomasson.  No,  sir. 

Senator  Sarbanes.  Your  whole  focus  was  on  the  suicide  note? 

Ms.  Thomasson.  Yes,  sir. 

Senator  Sarbanes.  That's  what  took  you  to  Foster's  office,  and 
that  was  what  you  sought  to  do  during  the  period  of  time  you  were 
there;  is  that  correct? 

Ms.  Thomasson.  That's  correct,  sir. 

Senator  Sarbanes.  Mr.  Ben-Veniste. 
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Mr.  Ben-Veniste.  First  of  all,  let  me  say  that  the  schedule  of 
what  was  found  in  the  briefcase,  in  Mr.  Foster's  office,  his  personal 
briefcase,  is  set  out  in  a  document  which  we  identified  last  summer 
before  this  Committee.  There  is  no  question  that  in  the  briefcase 
there  was  a  "notebook  of  notes  of  meetings,"  and  there  was  a 
"White  House  Travel  Office  management  role"  materials.  In  addi- 
tion to  that — and  this  is  what  is  pretty  interesting  about  how  we 
come,  a  year  later,  to  focus  on  this,  as  a  potential  motive — when 
Mr.  Watkins  gave  his  deposition  to  us  on  July  25,  1995,  at  page 
66,  he  was  questioned — actually  this  was  in  open  hearing,  on  July 
25,  1995,  so  that's  10  months  or  so  ago. 

He  was  asked  as  to  what  the  conversation  was  in  the  car  when 
he  was  riding  to  the  Fosters'  home  to  do  the  notification,  an  un- 
pleasant job.  He  was  riding  with  Officers  Rolla  and  Braun  of  the 
Park  Police,  and  Senator  Dodd  asked  the  question: 

Senator  Dodd.  Who  was  driving  the  car,  Mr.  Watkins? 

Mr.  WATKINS.  I  think  Investigator  Braun  was  driving. 

Senator  DODD.  But  were  you  asking  more  questions  of  them  or  were  they  asking 
more  questions  of  you,  just  as  a  general 

Mr.  Watkins.  As  a  general,  I  don't  know.  I  don't  know  which  way  it  was.  I  told 
them  about  the  Travel  Office 

I  told  them  about  the  Travel  Office. 

— and  he  [Vincent  Foster]  said  that  he  had  been  upset  about  the  Travel  Office  as 
we  all  were.  I  was  concerned  at  the  time — I  asked  them  about  the  fact,  I  asked,  who 
notifies  the  family? 

The  one  item  that  Mr.  Watkins  specifically  identified  to  the  Park 
Police  as  something  on  Mr.  Foster's  mind  that  had  burdened  him, 
was  the  Travel  Office.  Then,  a  couple  of  days  later,  in  the  presence 
of  Park  Police  again,  the  contents  of  Mr.  Foster's  briefcase  were  re- 
moved and  the  materials  relating  to  the  Travel  Office  identified. 
And  I  say  again  that  those  materials  were  not  requested  to  be  seg- 
regated or  reviewed. 

Now,  we  had  the  Travel  Office  notebook,  and  we  had  access  to 
it  before  the  very  first  time  you  were  deposed  by  this  Committee. 
It  was  so  remote,  and  so  clearly  not  an  issue,  that  you  weren't 
asked  any  questions  about  it  during  your  first  deposition,  during 
your  testimony,  in  open  session  before  this  Committee,  or  in  your 
second  deposition  before  this  Committee. 

Mr.  Kravitz. 

Mr.  Kravitz.  Thank  you,  Mr.  Ben-Veniste. 

Good  morning,  Ms.  Thomasson.  I  would  like  to  direct  your  atten- 
tion back  about  13  years,  to  about  1983.  Was  that  the  year  in 
which  you  first  began  working  for  Dan  Lasater? 

Ms.  Thomasson.  Yes,  it  is. 

Mr.  Kravitz.  And  what  was  your  position  with  Mr.  Lasater  at 
that  time? 

Ms.  Thomasson.  I  was  a  troubleshooter,  Mr.  Kravitz.  I  took  on 
whatever  job  was  there  to  be  done  on  a  given  day,  and  that  might 
be  anything  from  planning  events  to  reviewing  financial  state- 
ments. 

Mr.  Kravitz.  What  was  the  name  of  Mr.  Lasater's  company  you 
were  employed  by  in  June  1983? 

Ms.  Thomasson.  From  June  1983  until  November  1983,  I  was 
employed  by  Collins,  Locke  &  Lasater,  Inc.,  which  later  became 
Lasater  &  Company. 
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Mr.  Kravitz.  That  was  Mr.  Lasater's  securities  firm? 

Ms.  Thomasson.  It  was. 

Mr.  Kravitz.  Was  their  principal  focus  when  you  were  employed 
in  1983  at  Collins,  Locke  &  Lasater,  did  it  have  anything  to  do 
with  obtaining  State  bond  contracts  for  the  firm? 

Ms.  Thomasson.  No,  sir. 

Mr.  Kravitz.  Where  did  you  go  to  work  in  November  1983  when 
you  left  Mr.  Lasater's  security  firm? 

Ms.  Thomasson.  I  went  to  work  for  Mr.  Lasater  personally. 

Mr.  Kravitz.  What  was  your  role,  working  for  Mr.  Lasater,  per- 
sonally after  November  1983? 

Ms.  Thomasson.  Mr.  Lasater  had  a  number  of  holdings  including 
horse  farms,  thoroughbred  horses,  real  estate,  both  commercial  and 
domestic  real  estate,  and  I  managed  all  those  assets  for  him. 

Mr.  Kravitz.  How  long  did  you  work  for  Mr.  Lasater  personally 
after  you  began  in  November  1983? 

Ms.  Thomasson.  In  the  spring  of  1984,  I  switched  over  to  a  com- 
pany payroll  called  LFI,  which  was  Lasater  Farms,  Incorporated, 
which  was  owned  by  Mr.  Lasater's  children.  My  duties  remained 
approximately  the  same. 

Mr.  Kravitz.  In  any  of  those  roles  or  those  positions,  was  one  of 
your  major  functions  obtaining  State  bond  business  for  Lasater's 
securities  firm? 

Ms.  Thomasson.  No,  sir. 

Mr.  Kravitz.  Did  you  also  hold  any  State  government  positions 
in  the  1980's? 

Ms.  Thomasson.  I  did. 

Mr.  Kravitz.  What  positions  were  those? 

Ms.  Thomasson.  I  was  on  the  State  Highway  Commission  in  Ar- 
kansas from  1977  until  1987. 

Mr.  Kravitz.  Who  appointed  you  to  that  position? 

Ms.  Thomasson.  Senator  David  Pryor,  who  was  then  the  Gov- 
ernor. 

Mr.  Kravitz.  Was  that  a  10-year  term? 

Ms.  Thomasson.  It  was  one  10-year  term. 

Mr.  Kravitz.  As  a  result  of  your  being  on  the  State  Highway 
Commission,  did  you  have  contacts  with  either  Governor  Clinton  or 
any  members  of  his  staff? 

Ms.  Thomasson.  Yes,  I  did. 

Mr.  Kravitz.  Those  contacts  occurred  during  the  time,  I  take  it, 
when  you  were  working  for  Mr.  Lasater? 

Ms.  Thomasson.  Yes. 

Mr.  Kravitz.  During  any  of  the  contacts  that  you  had  with  Gov- 
ernor Clinton  and/or  members  of  his  staff,  as  a  Member  of  the 
Highway  Commission,  did  you  ever  discuss  the  question  of  State 
bond  contracts  for  Mr.  Lasater's  securities  firm? 

Ms.  Thomasson.  I  don't  think  I  ever  did  that.  I  don't  have  any 
recollection  of  ever  doing  that,  Mr.  Kravitz. 

Mr.  Kravitz.  Did  you  ever  discuss  that  subject  with  the  Gov- 
ernor himself? 

Ms.  Thomasson.  No  recollection  about  having  a  conversation 
about  that  with  the  Governor. 

Mr.  Kravitz.  Did  you  ever  discuss  the  subject  of  bond  underwrit- 
ing contracts  for  Mr.  Lasater's  securities  firm  with  Betsey  Wright? 
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Ms.  Thomasson.  I  have  no  recollection  of  that,  sir. 

Mr.  Kravitz.  With  Mr.  Nash? 

Ms.  Thomasson.  No,  I  did  not. 

Mr.  Kravitz.  And  as  far  as  you  are  aware,  do  you  know  of  any 
political  pressures  that  were  brought  to  bear  on  any  State  agencies 
during  the  1980's  while  Mr.  Clinton  was  Governor  of  Arkansas. 
Pressure  to  steer  the  State  bond  underwriting  contracts  to  Mr. 
Lasater's  securities  firms? 

Ms.  Thomasson.  Not  that  I  am  aware  of. 

Mr.  Kravitz.  During  the  1986  Gubernatorial  Campaign  in  Ar- 
kansas, did  you  read  allegations  of  that  happening? 

Ms.  Thomasson.  There  were  numerous  allegations  with  regard 
to  that  during  the  1986  campaign.  Later  the  Arkansas  Gazette, 
which  is  now  not  in  business,  ran  a  story  that  reflected  the  actual 
truth  about  the  matter,  and  showed  exactly  how  much  money  had 
gone  to  every  agency  in  Arkansas. 

Mr.  Kravitz.  But  other  than  these  articles  that  contained  allega- 
tions, which  apparently  you  later  learned  were  totally  unsubstan- 
tiated, you  did  not  hear  anything  that  led  you  to  believe  that  any 
influence  peddling  had  occurred  regarding  State  bond  underwriting 
contracts? 

Ms.  Thomasson.  That's  true. 

Mr.  Kravitz.  That's  all  I  have.  Thank  you. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Before  we  resume  with  the  bill,  just  to  pick  up 
on  something  I  think  you  were  asked  about  earlier,  had  you,  before 
Mr.  Foster's  death,  ever  been  involved  in  obtaining  or  deleting 
records  from  the  Travel  Office  computers  relating  to  the  whole 
issue  of  the  conduct  of  the  Travel  Office? 

Ms.  Thomasson.  I  was  involved  in  getting  every  record  on  the 
Travel  Office  computer  copied,  both  into  hard  copy  form  and  onto 
disk,  so  that  it  would  be  preserved  for  posterity. 

Mr.  Chertoff.  So  you  were  involved  in  directing  people?  This 
would  have  been  in  May  1993? 

Ms.  Thomasson.  That's  correct. 

Mr.  Chertoff.  You  were  involved  in  directing  people  to  re- 
move— was  this  something  called  the  hard  drive  removal  process? 

Ms.  Thomasson.  I  asked  the  Information  Systems  and  Tech- 
nology Department  in  the  Office  of  Administrations  to  do  whatever 
was  necessary  to  preserve  the  information  in  the  computers. 

Mr.  Chertoff.  Where  was  that  information;  where  were  the 
disks  that  were  created  kept? 

Ms.  Thomasson.  I  have  no  idea. 

Mr.  Chertoff.  Were  you  the  person  who  supervised  the  process 
or  directed  others  and  then  told  them  what  to  do  with  the  product 
of  this  removal? 

Ms.  Thomasson.  There  were  two  hard  copies  of  the  information 
that  were  produced,  as  a  result  of  the  directions  that  I  gave  to  the 
Information  Systems  and  Technology  to  preserve  the  information. 
They  provided  one  copy  to  the  White  House  Travel  Office,  they  pro- 
vided a  copy  to  me  which  I  put  in  the  safe  in  the  East  Wing  of  the 
White  House. 

Mr.  Chertoff.  So  you  personally  did  that? 
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Ms.  Thomasson.  No,  I  gave  it  to  somebody  else  who  took  it  to 
the  safe. 

Mr.  Chertoff.  Going  back  to  this  bill  of  Mr.  Tucker's  firm,  it  in- 
dicates— this  is  pages  81  and  84,  if  you  look  at  the  little  Arabic  nu- 
meral on  the  bottom — it  says,  "January  13,  Telephone  conference 
with  Patsy  Thomasson."  Then  on  January  28th  it  indicates  that  a 
lawyer  from  the  firm  had  a  "Conference  with  Thomasson,  Moudy 
and  Drake."  Do  you  know  who  Moudy  and  Drake  were? 

Ms.  Thomasson.  Moudy  and  Drake,  yes. 

Mr.  Chertoff.  Who  were  Moudy  and  Drake? 

Ms.  Thomasson.  They  both  worked  for  the  investment  banking 
firm. 

Mr.  Chertoff.  Does  this  refresh  your  memory  that,  in  fact,  you 
did  have  involvement  in  discussions  concerning  the  legislation  that 
led  to  the  ADHA — I'm  sorry,  led  to  the  police  radio  contract? 

Ms.  Thomasson.  I  have  no  recollection  of  being  involved  in  any 
way. 

Mr.  Chertoff.  Do  you  have  any  reason  to  think  the  firm  would 
simply  make  up  a  nonexistent  conversation  with  you  about  this  po- 
lice radio  contract? 

Ms.  Thomasson.  They  could  have  called  me  to  see  if  I  could  find 
Mr.  Lasater  to  be  involved  in  something.  I  don't  recall  what  the 
conversation  was  about. 

Mr.  Chertoff.  I'm  sorry? 

Ms.  Thomasson.  It  says  a  telephone  conversation.  It  doesn't — it 
says  "to  review  litigation"  but  I  don't  recall  them  talking  to  me 
with  regard  to  what  the  legislation  was  going  to  do. 

Mr.  Chertoff.  The  next  entry,  January  28,  where  it  says,  "Con- 
ference with  Thomasson,  Moudy  and  Drake,"  you  think  that  was 
simply  a  request  that  you  go  get  somebody? 

Ms.  Thomasson.  I  don't  have  any  idea.  I  don't  recall. 

Mr.  Chertoff.  When  you  were  the  Highway  Commissioner,  even 
putting  aside  your  operations  as  a  Highway  Commissioner,  did  you 
have  conversations  with  Governor  Clinton  about  Mr.  Lasater? 

Ms.  Thomasson.  I  don't  recall  specific  conversations,  but  I  cer- 
tainly could  have  had  a  conversation. 

Mr.  Chertoff.  Did  he  ever  ask  you  questions  about  Mr.  Lasater? 

Ms.  Thomasson.  I  don't  recall  him  doing  that,  no. 

Mr.  Chertoff.  You  knew,  of  course,  that  Mr.  Lasater  had  hired 
Mr.  Clinton's  brother? 

Ms.  Thomasson.  I  did. 

Mr.  Chertoff.  And  that  was  at  Mr.  Clinton's  request? 

Ms.  Thomasson.  I  don't  know  whether  that  was  at  Mr.  Clinton's 
request,  or  whether  that  was  at  Roger's  request. 

Mr.  Chertoff.  You  knew  it  was  a  favor  to  Mr.  Clinton,  to  Gov- 
ernor Clinton? 

Ms.  Thomasson.  I  think  it  was  a  favor  to  Roger  Clinton,  to  get 
him  a  job. 

Mr.  Chertoff.  So  your  testimony  here  now  is  that  it  was  not  at 
the  request  of  Governor  Clinton  that  Roger  Clinton  was  hired  by 
Mr.  Lasater? 

Ms.  Thomasson.  I  don't  recall  whether  it  was  a  request  of  Gov- 
ernor Clinton  or  whether  Roger  Clinton  made  the  request  to  work 
on  the  farm. 
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Mr.  Chertoff.  Didn't  Mr.  Lasater  himself  tell  you  that  Governor 
Clinton  made  a  request  to  have  Roger  Clinton  given  a  job? 

Ms.  Thomasson.  I  don't  recall.  He  certainly  could  have  done 
that. 

Mr.  Chertoff.  Let  me  ask  you  to  look  at  your  deposition  of  Feb- 
ruary 23rd  of  this  year,  page  85,  line  9: 

Question:  Did  Governor  Clinton  make  a  request  to  Mr.  Lasater  during  this  time 
period  to  find  Roger  Clinton  a  job? 
Answer:  He  asked  him  to  put  him  to  work,  yes. 
Question:  How  do  you  know  that  he  asked  him  to  put  him  to  work? 
Answer:  Because  Mr.  Lasater  told  me  he  asked  him  to  put  him  to  work. 
Question:  When  did  he  tell  you  that? 
Answer:  Sometime  around  the  time  he  put  him  to  work. 
Question:  Do  you  know  when  that  was? 
Answer:  Sometime  in  1982-1983. 

Correct,  were  those  your  answers  to  the  questions? 

Ms.  Thomasson.  Those  are  my  answers  to  the  questions. 

Mr.  Chertoff.  It  is  also  a  fact  that  Mr.  Lasater  wound  up  lend- 
ing money  to  Roger  Clinton  in  the  early  1980's;  is  that  right? 

Ms.  Thomasson.  He  did. 

Mr.  Chertoff.  You  wrote  the  check  out  for  that;  right? 

Ms.  Thomasson.  Yes  I  did. 

Mr.  Chertoff.  And  it  was  for  an  amount  between  $5,000  and 
$10,000? 

Ms.  Thomasson.  That's  correct. 

Mr.  Chertoff.  Would  it  refresh  your  memory  if  I  suggested  it 
was  for  $8,000? 

Ms.  Thomasson.  I  just  remember  it  was  somewhere  between 
$5,000  and  $10,000.  It  certainly  could  have  been  $8,000. 

Mr.  Chertoff.  The  check  was  for  what? 

Ms.  Thomasson.  A  loan  to  Roger  Clinton. 

Mr.  Chertoff.  For  what  purpose? 

Ms.  Thomasson.  I  don't  know. 

Mr.  Chertoff.  You  never  found  out? 

Ms.  Thomasson.  Mr.  Lasater  told  me  it  was  a  loan  to  Roger 
Clinton. 

Mr.  Chertoff.  You  knew  Roger  Clinton? 

Ms.  Thomasson.  Yes. 

Mr.  Chertoff.  Did  Roger  Clinton  ever  tell  you  why  he  needed 
the  money? 

Ms.  Thomasson.  He  didn't  tell  me  why  he  needed  the  money. 

Mr.  Chertoff.  You  started  to  work  for  Mr.  Lasater  in  1983? 

Ms.  Thomasson.  That's  correct. 

Mr.  Chertoff.  Did  you  get  familiar  with  his  business  activities 
and  his  business  operations? 

Ms.  Thomasson.  I  did. 

Mr.  Chertoff.  You  socialized  with  him  as  well? 

Ms.  Thomasson.  On  occasion. 

Mr.  Chertoff.  You  also  knew  a  man  by  the  name  of  Locke, 
George  Locke? 

Ms.  Thomasson.  I  did. 

Mr.  Chertoff.  Who  is  George  Locke? 

Ms.  Thomasson.  He  was  a  State  Senator  from  Arkansas  and  a 
friend  of  Mr.  Lasater's. 
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Mr.  Chertoff.  And  in  fact,  they  had  been  in  business  together; 
is  that  right? 

Ms.  Thomasson.  Yes,  they  had.  Collins,  Locke  &  Lasater. 

Mr.  Chertoff.  When  did  you  become  Highway  Commissioner? 

Ms.  Thomasson.  1977. 

Mr.  Chertoff.  You  remained  in  that  position  for  how  long? 

Ms.  Thomasson.  10  years. 

Mr.  Chertoff.  Did  you  take  yourself  out  of  any  discussions 
about  whether  the  Lasater  Company  would  have  any  dealings  with 
the  Highway  Commission? 

Ms.  Thomasson.  The  Highway  Commission  didn't  do  bond  is- 
sues. 

Mr.  Chertoff.  There  was  no  connection  between  Lasater  and 
any  activities  of  the  Lasater  Company  and  the  Highway  Commis- 
sion? 

Ms.  Thomasson.  That's  correct. 

Mr.  Chertoff.  But,  I  assume  you,  as  a  Highway  Commissioner, 
and  a  citizen,  you  obviously  viewed  yourself  as  having  some  respon- 
sibilities to  the  citizens  of  Arkansas  in  terms  of  making  sure  that 
they  were  getting  good  value  for  their  money;  right? 

Ms.  Thomasson.  The  highway  dollars,  that  was  definitely  my  re- 
sponsibility. 

Mr.  Chertoff.  Were  you  familiar  with  an  occasion  when  former 
State  Senator  Locke  had  a  bankruptcy? 

Ms.  Thomasson.  Yes. 

Mr.  Chertoff.  What  was  that  bankruptcy  about?  What  was  the 
occasion?  Was  it  that  his  business  went  bankrupt?  Was  it  related 
to  the  investment  company? 

Mr.  Ben-Veniste.  Mr.  Chairman,  are  we  going  to  get  into  an- 
other bankruptcy 

Mr.  Chertoff.  I  think,  Mr.  Chairman,  what  we  are  going  to  get 
into  is  testimony  about  Mr.  Lasater  in  a  bankruptcy  proceeding, 
which  is  pertinent  to  the  question  of  his  qualifications  to  be  hired 
to  do  bond  work  for  the  State  of  Arkansas. 

The  Chairman.  Go  ahead. 

Mr.  Chertoff.  Now  do  you  remember  what  the  bankruptcy  was 
about? 

Ms.  Thomasson.  Mr.  Locke's  companies  went  bankrupt. 

Mr.  Chertoff.  Did  one  of  those  include  the  investment  banking 
firm  he  had  in  partnership  with  Mr.  Lasater? 

Ms.  Thomasson.  No,  it  did  not. 

Mr.  Chertoff.  Was  Mr.  Lasater  involved  in  helping  Mr.  Locke 
hide  his  assets  from  creditors? 

Ms.  Thomasson.  In  my  opinion,  he  was  not. 

Mr.  Chertoff.  And  were  you  aware  there  was  an  issue  raised 
about  that? 

Ms.  Thomasson.  I  was. 

Mr.  Chertoff.  Where  was  that  issue  raised? 

Ms.  Thomasson.  In  bankruptcy  court. 

Mr.  Chertoff.  It  was  raised  in  a  trial  or  hearing  at  bankruptcy 
court  in  late  1984  and  early  1985;  is  that  correct? 

Ms.  Thomasson.  Correct. 

Mr.  Chertoff.  A  Federal  judge,  a  bankruptcy  judge,  actually 
made  a  determination,  a  finding  that  Mr.  Lasater  had  been  in- 
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volved  in  conspiring  with  Mr.  Locke  to  hide  his  assets  from  credi- 
tors; is  that  right? 

Ms.  THOMASSON.  I  cannot  quote  what  the  judge  found  in  that 
case,  sir. 

Mr.  Chertoff.  Does  it  ring  a  bell  there  was  a  judicial  finding? 

Ms.  THOMASSON.  There  was  a  judicial  finding,  yes. 

Mr.  Chertoff.  And  there  was  also  a  judicial  finding  that  Mr. 
Lasater's  testimony,  under  oath,  during  that  bankruptcy  proceed- 
ing was  not  to  be  believed;  right? 

Ms.  THOMASSON.  Mr.  Chertoff,  you  know  that  better  than  I  do. 
I  haven't  reviewed  any  of  this  information. 

Mr.  Chertoff.  You  will  certainly  agree  that  at  the  time  you 
were  aware  that  there  was  a  controversy  about  it,  you  were  aware 
that  Mr.  Lasater  testified,  and  you  were  aware  that  there  was  an 
adverse  judicial  finding,  by  a  Federal  judge,  that  was  highly  critical 
of  Mr.  Lasater;  right? 

Ms.  Thomasson.  I  was  aware  that  there  was  an  adverse  judicial 
finding,  yes. 

Mr.  Chertoff.  In  fact  it  was  publicized  in  the  press;  right? 

Ms.  THOMASSON.  That's  correct. 

Mr.  Chertoff.  Did  anybody  from  the  State,  to  your  knowledge, 
Mr.  Clinton  or  anybody  else,  ever  raise  an  issue  about  whether  a 
person — a  judge  has  accused  of  being  involved  in  bankruptcy  fraud 
is  fit  to  be  a  vendor  for  contracts  involving  State  money? 

Ms.  Thomasson.  Mr.  Chertoff,  I  didn't  do  that  kind  of  business 
for  Lasater  &  Company.  I  was  not  involved  in  any  of  those  issues. 

Mr.  Chertoff.  But  recognizing  you  specifically  didn't  do  it,  you 
were  clearly  in  some  sense  involved  with  Mr.  Lasater's  business  ac- 
tivities. I  am  asking  you,  to  the  best  of  your  knowledge,  from  any 
source,  did  you  ever  hear  that  the  Governor  of  the  State  of  Arkan- 
sas, or  any  of  the  commissioners  of  the  agencies  that  did  Lasater 
bond  work,  ever  raised  the  issue  of  whether  there  was  a  problem 
with  Mr.  Lasater  getting  this  work  when  a  Federal  judge  had,  on 
the  record,  made  findings  that  he  was  involved  in  bankruptcy 
fraud? 

Ms.  THOMASSON.  I  was  not  involved  in  that  business,  Mr. 
Chertoff.  I  don't  know. 

Mr.  Chertoff.  So  I  guess  the  answer  is,  to  your  knowledge,  that 
was  never  raised  as  a  question  involving  his  qualifications? 

Ms.  Thomasson.  I  wasn't  exposed  to  those  issues  so  I  wouldn't 
have  knowledge  of  that. 

Mr.  Chertoff.  Now  did  you  also  get  involved  in  handling  Mr. 
Lasater's  investments  in  New  Mexico? 

Ms.  Thomasson.  Yes,  I  did. 

Mr.  Chertoff.  Do  you  know  whether  Governor  Clinton,  at  a 
point  in  time,  spoke  to  the  Governor  of  New  Mexico  and  made  an 
introduction  for  Mr.  Lasater? 

Ms.  Thomasson.  We  knew  the  Governor  of  New  Mexico,  and 
whether  or  not  Governor  Clinton  introduced  us  or  whether  we  were 
introduced  by  someone  in  New  Mexico,  I  don't  recall. 

Mr.  Chertoff.  You  don't  remember  Governor  Clinton  in  any  way 
intervening  or  dealing  with  the  Governor  of  New  Mexico  on  your 
behalf? 

Ms.  Thomasson.  I  don't  recall. 


2932 

Mr.  Chertoff.  Did  you  get  personally  involved  in  the  investment 
in  New  Mexico? 

Ms.  Thomasson.  Yes,  I  did. 

Mr.  Chertoff.  Did  you,  in  fact,  meet  with  the  Governor  of  New 
Mexico  about  getting  his  assistance  in  the  investment? 

Ms.  Thomasson.  I  don't  recall  having  a  personal  visit  with  Gov- 
ernor Anaya.  I  recall  being  in  social  occasions  with  Governor 
Anaya. 

Mr.  Chertoff.  In  social  occasions  with  Governor  Anaya,  did  it 
come  up? 

Ms.  Thomasson.  Social  occasions  were  where  the  investment 
was;  it  was  in  New  Mexico  at  the  property. 

Mr.  Chertoff.  Was  the  State  of  New  Mexico  involved  in  funding 
or  assisting  this  investment  in  any  way? 

Ms.  Thomasson.  No.  The  State  of  New  Mexico  was  not  involved, 
that  I  recall  anyway,  in  funding  the  project. 

Mr.  Chertoff.  When  were  these  meetings  with  the  Governor  of 
New  Mexico? 

Ms.  Thomasson.  In  the  fall  of  1984;  after  we  brought  the  project, 
we  had  a  welcome  party  for  all  of  our  friends  in  New  Mexico  to  kick 
off  the  start  of  a  new  season  there.  Governor  Anaya  was  there. 

Mr.  Chertoff.  And  other  than  that  socializing,  was  there  any 
assistance  you  got  from  the  State  of  New  Mexico  in  that  invest- 
ment? 

Ms.  Thomasson.  I  don't  recall  any  specific  assistance  that  we  re- 
ceived from  the  State  of  New  Mexico. 

Mr.  Chertoff.  Now  are  you  familiar  with  an  operation  called 
Emerald  Isle? 

Ms.  Thomasson.  Yes,  I  am. 

Mr.  Chertoff.  What  was  Emerald  Isle? 

Ms.  Thomasson.  It  was  a  time-share  resort. 

Mr.  Chertoff.  What  was  the  relationship  between  Lasater  & 
Company  or  the  Lasater  Group  and  Emerald  Isle? 

Ms.  Thomasson.  Emerald  Isle  was  a  subsidiary  of  the  parent 
company  of  Lasater  &  Company. 

Mr.  Chertoff.  You  worked  for  the  parent  company? 

Ms.  Thomasson.  I  did. 

Mr.  Chertoff.  So  Emerald  Isle  was  a  subsidiary  of  the  company 
you  worked  for? 

Ms.  Thomasson.  It  was. 

Mr.  Chertoff.  What  kind  of  time-sharing  investment  was  it? 
Can  you  describe  it  for  us? 

Ms.  Thomasson.  It  was  time-share.  It  was  40  condominium  units 
and  we  sold  interest  in  those  40  condominiums  1  week  at  a  time. 

Mr.  Chertoff.  Did  you  have  transactions  involving  that  invest- 
ment with  Madison  Guaranty  Savings  &  Loan? 

Ms.  Thomasson.  Madison  Guaranty  bought  from  Lasater  & 
Company  some  paper  that  was  generated  at  Emerald  Isle  prior  to 
Lasater  &  Company  buying  it — prior  to  Lasater,  Inc.  buying  it. 

Mr.  Chertoff.  Run  through  this  transaction  with  me  and  ex- 
plain how  Madison  Guaranty  Savings  &  Loan  came  to  be  involved 
in  buying  investment  paper  related  to  this  time-sharing  operation. 

Ms.  Thomasson.  As  time-share  intervals  were  sold,  there  were 
notes  and  mortgages  generated.  So  each  time  you  sold  a  time-share 
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week,  unless  someone  paid  cash,  paid  so  much  down,  generated  a 
note,  and  a  mortgage  was  taken  back.  So  then  you  had  notes  and 
mortgages  that  you  sold,  or  hypothecated  to  someone  else.  In  the 
case  of  Madison,  they  bought  some  of  the  time-share  paper — that 
was  generated  prior  to  the  time  that  Lasater  bought  the  property. 

Mr.  Chertoff.  So  you  are  saying  that  the  paper  that  was  bought 
was  bought  from  sales  that  occurred  before  the  Lasater  group  was 
involved  in  the  sales? 

Ms.  Thomasson.  That's  correct. 

Mr.  Chertoff.  So  when  Lasater  bought  the  property,  what  hap- 
pened with  respect  to  the  notes  that  were  held  by  Madison  Guar- 
anty? 

Ms.  Thomasson.  The  sale  took  place  after  Lasater  bought  the 
property. 

Mr.  Chertoff.  I'm  sorry.  The  sale  of  the  notes? 

Ms.  Thomasson.  The  sale  of  the  notes  took  place  after  Lasater 
brought  the  property. 

Mr.  Chertoff.  Let's  make  sure  I  understand  this.  There  is  a  de- 
velopment called  Emerald  Isle,  they  are  selling  time-shares.  Some 
of  those  time-shares  are  being  bought  with  notes  or  mortgages  to 
the  seller;  right? 

Ms.  Thomasson.  That's  correct. 

Mr.  Chertoff.  Lasater  buys  the  property;  right? 

Ms.  Thomasson.  Correct. 

Mr.  Chertoff.  And  buys  the  notes;  right?  Or  gets  the  notes, 
holds  the  notes? 

Ms.  Thomasson.  I  am  not  sure  that  I  can  say  that's  how  that 
transaction  went  down,  Mr.  Chertoff.  It  was — I  am  not  sure  that's 
what  really  happened.  I  am  not  sure  Lasater  ever  bought  those 
notes.  Lasater  &  Company  might  have  made  an  agreement  with 
Madison  Guaranty  to  buy  the  notes  from  the  original  holder  of  the 
notes,  which  was  not  Emerald  Isle  but  was  a  bank  in  Hot  Springs. 

Mr.  Chertoff.  So  what  you  are  saying  is,  your  recollection,  there 
is  some  kind  of  joint  venture  where  in  a  sense  Lasater  came  in  and 
bought  the  property  and  Madison  came  in  and  bought  the  notes? 

Ms.  Thomasson.  At  some  time  Madison  bought  some  of  Emerald 
Isle's  notes;  yes. 

Mr.  Chertoff.  What  year  was  this? 

Ms.  Thomasson.  1984  or  1985. 

Mr.  Chertoff.  Did  you  get  involved  in  setting  that  up? 

Ms.  Thomasson.  No,  I  did  not. 

Mr.  Ben-Veniste.  If  there  is  some  point  to  make  on  Emerald 
Isle,  you  know,  I  encourage  you  to  make  it  and  finish  that  area. 
It  is  not  anything  I  ever  heard  of  before,  and  we  have  gone  once 
again  right  for  the  capillary. 

Mr.  Chertoff.  Is  that  a  question? 

The  Chairman.  Let's  stop  this.  Come  on. 

Mr.  Chertoff.  What  happened  with  respect  to  that  investment? 

Ms.  Thomasson.  Emerald  Isle? 

Mr.  Chertoff.  Yes. 

Ms.  Thomasson.  What  do  you  mean,  what  happened  to  it? 

Mr.  Chertoff.  What  happened  to  the  development?  Did  Lasater 
hold  the  investment?  Did  they  sell  it  again? 
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Ms.  Thomasson.  Continued  to  sell  time-shares  and  I  guess  they 
continue  to  sell  time-shares  today.  I  don't  know. 

Mr.  Chertoff.  So  your  involvement  dropped  out? 

Ms.  Thomasson.  No.  At  some  point  I  had  responsibility  for  man- 
aging the  management  company  that  managed  Emerald  Isle,  so 
yes,  I  was  involved  on  a  day-to-day  basis.  I  was  also  involved  with 
a  company  who  collected  the  monthly  payments  on  the  notes  and 
mortgages  and  made  sure  that  anyone  who  had  investments  in 
Emerald  Isle  paper  got  their  checks  every  month. 

Mr.  Chertoff.  Did  you  collect  also  on  behalf  of  Madison  Guar- 
anty Savings  &  Loan? 

Ms.  Thomasson.  We  did. 

Mr.  Chertoff.  How  did  this  come  about?  Were  you  involved  in 
bringing  Madison  Guaranty  Savings  &  Loan  into  this  transaction? 

Ms.  Thomasson.  I  was  not. 

Mr.  Chertoff.  Who  did  it;  who  was  involved? 

Ms.  Thomasson.  Dan  Moudy  did  it. 

Mr.  Chertoff.  Dan  Moudy? 

Ms.  Thomasson.  Yes. 

Mr.  Chertoff.  What  was  his  position? 

Ms.  Thomasson.  Senior  Vice  President  of  Lasater  &  Company. 

Mr.  Chertoff.  How  did  he  come  to  get  a  savings  and  loan,  in 
the  mix  of  purchasing  notes  on  this  investment,  how  did  that  come 
about? 

Ms.  Thomasson.  You  will  have  to  ask  him,  Mr.  Chertoff. 

Mr.  Chertoff.  You  don't  know  that? 

Ms.  Thomasson.  I  don't  know  that. 

Mr.  Williams.  Mr.  Chairman,  I'm  sorry.  I  would  ask  the  Chair- 
man's permission  at  this  time,  we  have  a  saying  in  Arkansas,  that 
I  need  to  go  see  a  man  about  a  horse  right  now. 

The  Chairman.  I  don't  believe  we  have  any  more  questions,  so 
why  don't  we  take  a  5-minute  break  and  get  the  next  panel  out. 

Mr.  Ben-Veniste.  Let  me  finish  up  in  this  area.  It  will  take  me 
1  minute. 

Mr.  Williams.  That's  fine.  The  horse  can  wait. 

Mr.  Ben-Veniste.  If  the  horse  can  wait  a  minute. 

Let  me  just  ask  whether  Lasater  &  Company  was  in  the  business 
of  developing  real  estate? 

Ms.  Thomasson.  Lasater,  Inc.  was  in  the  business  of  developing 
real  estate. 

Mr.  Ben-Veniste.  Was  Lasater,  Inc.  in  the  business  of  holding 
mortgages? 

Ms.  Thomasson.  No,  we  sold  our  mortgages. 

Mr.  Ben-Veniste.  Was  Madison  Savings  &  Loan  a  savings  and 
loan? 

Ms.  Thomasson.  It  was,  sir. 

Mr.  Ben-Veniste.  Are  savings  and  loans  in  the  business  of  hold- 
ing mortgages? 

Ms.  Thomasson.  Yes,  sir,  they  are. 

Mr.  Ben-Veniste.  That's  it.  I  think  I  beat  the  minute. 

The  Chairman.  All  right,  we  are  going  to  take  a  5-minute  recess. 

Ms.  Thomasson,  we  thank  you  for  your  testimony,  and  we  will 
bring  on  the  second  panel. 

[Recess.] 
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The  Chairman.  May  I  ask  the  witnesses  to  please  stand  for  the 
purposes  of  taking  the  oath. 

[Witnesses  sworn.] 

The  Chairman.  Let  me  thank  all  of  you  for  coming  today  and  ask 
if  any  of  you  have  a  statement  you  want  to  make  for  the  record? 

Mr.  Strange. 

SWORN  TESTIMONY  OF  J.  WESLEY  STRANGE 
FORMER  PRESIDENT  &  CEO,  1ST  OZARK  NATIONAL  BANK 

Mr.  Strange.  I  have  no  statement. 
The  Chairman.  Mr.  Penick. 

SWORN  TESTIMONY  OF  EDWARD  M.  PENICK 

FORMER  PRESD3ENT 

TWIN  CITY  BANK  OF  NORTH  LITTLE  ROCK 

FORMER  CHAHLMAN  OF  THE  BOARD 

1ST  OZARK  NATIONAL  BANK 

Mr.  Penick.  No,  sir. 

The  Chairman.  Ms.  Eldridge. 

SWORN  TESTIMONY  OF  MARGARET  (DAVENPORT)  ELDRIDGE 

FORMER  SENIOR  VICE  PRESDDENT 

TWIN  CITY  BANK  OF  NORTH  LITTLE  ROCK 

Ms.  Eldridge.  No,  sir. 

The  Chairman.  Mr.  Giuffra. 

Mr.  Giuffra.  Good  afternoon,  panel. 

Mr.  Penick,  I  would  like  to  begin  with  you,  sir,  if  I  might.  Now 
during  the  1980's,  you  were  the  President  of  the  Twin  City  Bank; 
is  that  right? 

Mr.  Penick.  Yes,  sir. 

Mr.  Giuffra.  Twin  City  Bank  was  the  flagship  bank  of  a  bank 
holding  company  called  TC  Bankshares? 

Mr.  Penick.  Not  technically  right,  no,  sir. 

Mr.  Giuffra.  What  was  Twin  City  Bank,  was  it  part  of  the  hold- 
ing company? 

Mr.  Penick.  No,  sir,  not  at  this  time. 

Mr.  Giuffra.  Was  Twin  City  Bank  owned  by  the  same  person 
who  owned  the  holding  company? 

Mr.  Penick.  Yes,  sir. 

Mr.  Giuffra.  Who  was  that  person? 

Mr.  Penick.  Mr.  Lyon. 

The  Chairman.  Could  you  pull  that  microphone  up  a  little  closer. 
You  can  pull  it  right  up.  Great. 

Mr.  Giuffra.  And  Twin  City  Bank  was  one  of  the  largest  State- 
chartered  banks  in  Arkansas? 

Mr.  Penick.  Yes,  sir,  that's  correct. 

Mr.  Giuffra.  In  1984,  TC  Bankshares,  owned  by  Mr.  Lyons,  ac- 
quired a  bank  called  Citizens  Bank  &  Trust  of  Flippin;  right? 

Mr.  Penick.  Not  the  exact  date.  It  did  acquire  that  bank  in  the 
mid-1980's. 

Mr.  Giuffra.  In  the  mid- 1980's,  and  the  bank  was  subsequently 
renamed  1st  Ozark? 

Mr.  Penick.  1st  Ozark  National  Bank,  yes,  sir. 

Mr.  Giuffra.  You  became  the  Chairman  of  1st  Ozark? 
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Mr.  Penick.  That's  correct. 

Mr.  GlUFFRA.  In  your  capacity  as  the  Chairman  of  Twin  City 
Bank,  your  responsibilities  included  legislative  lobbying;  right? 

Mr.  Penick.  Yes,  sir. 

Mr.  GlUFFRA.  You  would  sometimes  meet  with  legislators  to  dis- 
cussion legislation? 

Mr.  Penick.  That's  right. 

Mr.  GlUFFRA.  You  would  sometimes  meet  with  Governor  Bill 
Clinton  to  discuss  legislation? 

Mr.  Penick.  I  was  in  larger  group  meetings  with  Governor  Clin- 
ton. I  never  met  one  on  one  that  I  recall. 

Mr.  GlUFFRA.  During  those  longer  group  meetings,  you  discussed 
legislation  with  Governor  Clinton;  and  that  was  the  purpose  of  the 
meeting;  right? 

Mr.  Penick.  Yes,  sir.  At  the  time,  too,  I  was  Chairman  of  the 
Chamber  of  Commerce  and  we  did  discuss  legislation  that  was  non- 
bank-related  also. 

Senator  Sarbanes.  Chairman  of  which  Chamber  of  Commerce? 

Mr.  Penick.  Greater  Little  Rock  Chamber  of  Commerce. 

Mr.  GlUFFRA.  But  you  sometimes  attended  meetings  with  Gov- 
ernor Clinton  of  which  there  was  discussion  of  banking  legislation? 

Mr.  Penick.  Yes,  sir,  among  other  legislation. 

Mr.  GlUFFRA.  You  knew  Mrs.  Clinton;  correct? 

Mr.  Penick.  Yes,  sir. 

Mr.  GlUFFRA.  The  Rose  Law  Firm  had  represented  the  Twin  City 
Bank  in  some  matters? 

Mr.  Penick.  That's  correct. 

Mr.  GlUFFRA.  You  had  some  contact  with  Mrs.  Clinton  in  connec- 
tion with  that  representation  by  the  Rose  Law  Firm? 

Mr.  Penick.  I  only  can  recall  one  instance  where  I  had  contact 
with  her,  and  I  am  not  sure  it  was  even  in  the  1980's,  relative  to 
representation  of  Twin  City  Bank. 

Mr.  GlUFFRA.  Did  there  come  a  time,  after  you  became  the  Chair- 
man of  1st  Ozark,  that  you  learned  that  1st  Ozark  had  a  White- 
water loan? 

Mr.  Penick.  I  can't  recall  specifically  when  I  found  out.  It  could 
have  been  before  the  transaction  was  closed;  it  could  have  been 
right  after. 

Mr.  GlUFFRA.  But  you  learned  that  the  Whitewater  Development 
Corporation  had  a  loan  with  1st  Ozark;  right? 

Mr.  Penick.  I  learned  that  Whitewater  Development  had  a  loan 
with  either  Citizens  or  1st  Ozark  Bank. 

Mr.  GlUFFRA.  And  you  learned  that  the  borrowers  in  connection 
with  that  loan  included  Governor  and  Mrs.  Clinton;  right? 

Mr.  Penick.  They  were  guarantors  of  the  loan,  yes,  sir. 

Mr.  GlUFFRA.  You  learned  that  they  had  personally  guaranteed 
the  loan? 

Mr.  Penick.  Yes,  sir. 

Mr.  GlUFFRA.  Did  you  ever  have  any  contact  with  Mrs.  Clinton 
about  the  Whitewater  loan  that  was  at  1st  Ozark? 

Mr.  Penick.  Yes,  sir. 

Mr.  GlUFFRA.  What  was  the  nature  of  the  contact  you  had  with 
Mrs.  Clinton  about  this  Whitewater  loan  that  was  at  1st  Ozark? 

Mr.  Penick.  It  was  a  letter  I  wrote  to  her. 
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Mr.  GlUFFRA.  You  wrote  her  a  letter  to  ask  for  what? 

Mr.  Penick.  A  personal  financial  statement. 

Mr.  GlUFFRA.  Why  did  you  write  the  letter  to  Mrs.  Clinton? 

Mr.  Penick.  It  seemed  to  be  a  more  effective  thing  to  do  because 
if  I  wrote  Governor  Clinton,  it  would  go  to  the  State  capitol  pos- 
sibly, or  it  would  go  to  the  Governor's  Mansion  and  may  or  may 
not  end  up  in  his  hands,  and  certainly  would  not  be  treated  per- 
sonal and  confidential  as  it  was  intended  to  be. 

Mr.  GlUFFRA.  And  you  were  afraid  that  if  it  got  out  that  the  Clin- 
tons needed  to  submit  a  personal  financial  statement  in  connection 
with  this  loan,  there  might  be  some  adverse  publicity  toward  the 
Clintons? 

Mr.  Penick.  No,  sir. 

Mr.  GlUFFRA.  But  you  wanted  to  keep  it  confidential  that  there 
was  a  problem  with  the  loan? 

Mr.  Penick.  We  treated  all  borrowing  relationships  with  cus- 
tomers confidential. 

Mr.  GlUFFRA.  Am  I  correct  that  you  volunteered  to  write  this  let- 
ter after  the  Clintons'  name  appeared  on  a  document  deficiency  list 
that  was  discussed  at  a  Bank  Board  Meeting? 

Mr.  Penick.  Yes,  sir,  that's  the  best  of  my  recollection. 

Mr.  GlUFFRA.  Why  do  banks  maintain  document  deficiency  lists? 

Mr.  Penick.  It  is  a  prudent  lending  practice. 

Mr.  GlUFFRA.  Now  banks  normally  will  obtain  current  financial 
disclosure  statements  from  their  borrowers;  right? 

Mr.  Penick.  That  is  a  prudent  lending  practice  also,  yes,  sir. 

Mr.  GlUFFRA.  You  normally  include  such  a  statement  in  your 
loan  file;  right? 

Mr.  Penick.  Yes,  sir. 

Mr.  GlUFFRA.  This  is  the  sort  of  routine  documentation  that  is 
required  by  Federal  and  State  bank  regulators;  right? 

Mr.  Penick.  You  are — if  you  do  not  have  it  in  the  file,  it  appears 
in  examination  report 

Mr.  GlUFFRA.  But  you  will  be  criticized  by  the  regulators? 

Mr.  Penick.  They  write  up  a  report,  yes,  sir,  and  it  goes  to  the 
Board  of  Directors. 

Mr.  GlUFFRA.  Banks  don't  normally  want  to  get  written  up  by 
bank  regulators? 

Mr.  Penick.  It  is  prudent  lending  and  management  practice  not 
to  have  that  done. 

Mr.  GlUFFRA.  One  of  the  purposes  of  a  financial  statement  is  to 
allow  the  bank  to  estimate  the  value  of  the  guarantee;  right? 

Mr.  Penick.  It  is  used  to  evaluate  the  guarantor's  capacity  to 
handle  deficiency  in  the  event  one  occurs. 

Mr.  GlUFFRA.  It  also  might  be  helpful  to  obtain  such  a  financial 
statement  in  deciding  whether  to  renew  a  loan;  right? 

Mr.  Penick.  It  should  be  reviewed,  yes,  sir,  in  the  process  of  a 
loan  renewal. 

Mr.  GlUFFRA.  If  a  borrower  fails  to  provide  a  financial  statement, 
might  that  be  a  red  flag  to  a  bank? 

Mr.  Penick.  It  depends  on  the  circumstances. 

Mr.  Giuffra.  But  it  could  be  an  indication  that  the  loan  is  in 
some  trouble? 

Mr.  Penick.  Not  necessarily. 
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Mr.  GlUFFRA.  But  you  would  agree  that  it  is  something  that 
might  be  a  source  of  concern  for  a  lending  officer? 

Mr.  Penick.  It  is  a  prudent  lending  practice,  if  you  have  guaran- 
tors, to  have  a  current  financial  statement,  yes,  sir. 

Mr.  GlUFFRA.  There  came  a  time  when  you  obtained  a  copy  of  a 
blank  financial  statement,  and  sent  it  to  Mrs.  Clinton;  right? 

Mr.  Penick.  I  wrote  Mrs.  Clinton  a  letter  and  I  attached  a  blank 
personal  financial  statement  form,  which  we  have  on  record  with 
the  letter,  as  I  recall. 

Mr.  GlUFFRA.  Now,  Mr.  Strange,  you  were  the  President  of  1st 
Ozark  Bank;  right? 

Mr.  Strange.  That's  correct. 

Mr.  GlUFFRA.  You  learned  that  the  Whitewater  loan  was  on  your 
document  deficiency  list? 

Mr.  Strange.  That's  correct. 

Mr.  GlUFFRA.  It  was  missing  an  updated  financial  statement 
from  the  Clintons? 

Mr.  Strange.  Correct. 

Mr.  GlUFFRA.  In  approximately  March  1987,  you  were  looking  to 
renew  that  loan;  is  that  right? 

Mr.  Strange.  I  believe  that  is  right. 

Mr.  GlUFFRA.  You  were  waiting  to  obtain  this  financial  statement 
from  the  Clintons  before  you  could  renew  the  loan? 

Mr.  Strange.  Yes. 

Mr.  GlUFFRA.  Now  did  there  come  a  time  when  you  saw  Governor 
Clinton? 

Mr.  Strange.  As  I  recall,  yes,  there  was. 

Mr.  GlUFFRA.  Did  you  ask  Governor  Clinton  about  this  loan? 

Mr.  Strange.  Not  specifically. 

Mr.  GlUFFRA.  Did  you  ask  Governor  Clinton  to  contact  you  about 
the  loan? 

Mr.  Strange.  Yes,  I  did. 

Mr.  GlUFFRA.  Did  there  come  a  time  when  Mrs.  Clinton  subse- 
quently contacted  you  about  the  loan? 

Mr.  Strange.  There  was. 

Mr.  Giuffra.  What  did  you  tell  Mrs.  Clinton  about  the  loan? 

Mr.  Strange.  I  don't  recall  specifically  at  this  time  what  our  con- 
versation consisted  of.  It  was  something  in  regard  to  the — that  the 
loan  was  up  for  renewal,  and  we  were  needing  a  financial  state- 
ment. 

Mr.  GlUFFRA.  Did  there  come  a  time  when  Mrs.  Clinton  submit- 
ted the  financial  statement? 

Mr.  Strange.  There  was. 

Mr.  GlUFFRA.  Did  you  subsequently  renew  the  loan? 

Mr.  Strange.  Yes. 

Mr.  GlUFFRA.  In  fact,  the  records  indicate  that  you  obtained  the 
financial  statement  on  March  24th,  and  renewed  the  loan  on  March 
26th.  Does  that  sound  accurate? 

Mr.  Strange.  That  would  be  about  right;  yes. 

Mr.  GlUFFRA.  Now,  Mr.  Penick,  in  1987,  were  banks  in  Arkansas 
able  to  branch  outside  of  the  city  or  town  in  which  they  were  incor- 
porated? 

Mr.  Penick.  Yes,  sir,  to  my  best  recollection. 
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Mr.  GlUFFRA.  Let's  say  January  1987,  your  bank  was  located  in 
North  Little  Rock? 

Mr.  Penick.  That's  correct. 

Mr.  Giuffra.  Could  you  open  a  branch  in  Little  Rock  at  the 
time? 

Mr.  Penick.  No,  sir. 

Mr.  Giuffra.  So  you  could  not  locate  a  branch  outside  of  the 
town  in  which  you  were  incorporated? 

Mr.  Penick.  Not  in  January  1987,  no,  sir. 

Mr.  Giuffra.  So  as  of  January  1987,  a  bank  in  Arkansas  was  re- 
stricted by  a  bank  branching  law  from  setting  up  a  branch  outside 
of  the  town  or  the  city  in  which  it  was  incorporated;  right? 

Mr.  Penick.  That's  a  matter  of  legal  interpretation.  There  are  a 
lot  of  other  ways  that  banks  can  branch.  So  I  can't  testify  exactly 
where  that's  accurate  or  not. 

Mr.  Giuffra.  But  your  bank  could  not  open  a  branch  in  Little 
Rock? 

Mr.  Penick.  That  is  correct.  Twin  City  Bank  is  a  State  bank, 
FDIC  insured,  and  could  not. 

Mr.  Giuffra.  You  were  limited  to  having  offices  in  North  Little 
Rock? 

Mr.  Penick.  State  that  again. 

Mr.  Giuffra.  You  could  only  have  your  branches  in  North  Little 
Rock  in  January  1987? 

Mr.  Penick.  As  a  State  bank,  I  believe  that's  correct. 

Mr.  Giuffra.  Little  Rock  was  a  far  more  lucrative  market  poten- 
tially than  North  Little  Rock;  right? 

Mr.  Penick.  That's  a  matter  of  opinion. 

Mr.  Giuffra.  Did  you  think  it  was  a  more  lucrative  market? 

Mr.  Penick.  There  were  more  people  there;  there  was  more 
money  there. 

Mr.  Giuffra.  In  1987,  did  Twin  City  Bank,  as  part  of  its  legisla- 
tive agenda,  want  to  change  the  State's  bank  branching  law? 

Mr.  Penick.  Yes,  sir.  Twin  City  Bank  and  others  who  supported 
changing  the  legislation  did,  so. 

Mr.  Giuffra.  In  fact,  wasn't  the  change  in  the  bank  branching 
law  the  most  important  item  on  your  legislative  agenda? 

Mr.  Penick.  No,  sir. 

Mr.  Giuffra.  Was  there  a  more  important  item  on  your  legisla- 
tive agenda? 

Mr.  Penick.  Yes. 

Mr.  Giuffra.  What  would  that  have  been? 

Mr.  Penick.  We  have  an  archaic  usury  provision  in  Arkansas 
that  only  allowed  10  percent  interest. 

Mr.  Giuffra.  Along  with  the  10  percent  usury  limitation,  the 
bank  branching  limitation  was  on  your  legislative  agenda? 

Mr.  Penick.  Yes,  it  was  important. 

Mr.  Giuffra.  Something  you  worked  toward  changing? 

Mr.  Penick.  One  of  the  things  we  worked  on  to  change. 

Mr.  Giuffra.  Did  there  come  a  time  in  1987,  when  legislation 
was  introduced  to  allow  banks  in  counties  with  populations  above 
200,000  to  branch  throughout  the  county? 

Mr.  Penick.  That's  correct. 
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Mr.  GlUFFRA.  And  this  obviously  would  have  been  a  great  benefit 
to  Twin  City;  right? 

Mr.  Penick.  It  would  open  up  new  opportunities  for  us. 

Mr.  GlUFFRA.  Am  I  correct  that  Pulaski  County  contains  both 
North  Little  Rock  and  Little  Rock? 

Mr.  Penick.  And  other  communities,  yes. 

Mr.  GlUFFRA.  Pulaski  County  was  the  only  county  in  Arkansas 
with  a  population  above  200,000? 

Mr.  Penick.  That's  correct. 

Mr.  GlUFFRA.  So  that  the  only  banks  that  would  benefit  from  this 
particular  legislation  were  those  located  in  Pulaski  County? 

Mr.  Penick.  No,  sir. 

Mr.  GlUFFRA.  But  if  Pulaski  County  was  the  only  county  with  a 
population  above  200,000,  no  other  banks  would  benefit?  If  you 
were  outside  Pulaski  County,  you  would  not  benefit? 

Mr.  Penick.  And  as  I  recall,  there  were  provisions  for  extended 
branching  in  the  bill  also,  so  other  banks  outside  Pulaski  County 
were  ultimately  going  to  benefit. 

Mr.  Giuffra.  That  was  the  1988  legislation;  right? 

Mr.  Penick.  I  seem  to  recall  it  was  in  1987,  too. 

Mr.  GlUFFRA.  This  legislation  was  called  Act  539;  is  that  right? 

Mr.  Penick.  Yes. 

Mr.  GlUFFRA.  Was  that  opposed  by  the  Arkansas  Bankers  Asso- 
ciation? 

Mr.  Penick.  As  best  as  I  can  recall,  they  did. 

Mr.  GlUFFRA.  It  was  also  opposed  by  the  Independent  Bankers 
Association  of  Arkansas? 

Mr.  Penick.  My  best  recollection,  yes. 

Mr.  GlUFFRA.  Am  I  correct  that  the  majority  of  the  banks  in  Ar- 
kansas, at  least  in  numerical  terms,  opposed  Act  539? 

Mr.  Penick.  I  don't  think  there  was  ever  a  head  count  taken,  but 
there  were  more  banks  outside  the  populated  area  that  would  be 
opposed  to  it. 

Mr.  GlUFFRA.  Little  Rock  banks  had  little  to  gain  by  opening 
branches  in  North  Little  Rock;  am  I  right? 

Mr.  Penick.  No,  sir,  I  don't  agree. 

Mr.  GlUFFRA.  First  Commercial's  a  bank  that  is  located  in  Little 
Rock;  right? 

Mr.  Penick.  First  Commercial  is,  yes,  sir. 

Mr.  GlUFFRA.  It  was  a  competitor  of  your  bank  during  this  time; 
is  that  right? 

Mr.  Penick.  That's  correct. 

Mr.  GlUFFRA.  In  fact,  didn't  they  sue  Twin  City  Bank,  after  the 
legislation  was  put  in  place,  in  order  to  declare  the  law  unconstitu- 
tional? 

Mr.  Penick.  I  am  not  sure  who  the  plaintiffs  and  the  defendants 
were,  but  there  was  definite  litigation  over  that  issue;  correct. 

Mr.  GlUFFRA.  You  don't  recall  whether  First  Commercial  was  the 
other  party  to  the  litigation? 

Mr.  Penick.  I  think  they  probably  were,  but  again,  I  don't  recall 
who  the  plaintiffs  were  and  who  the  defendants  were. 

Mr.  GlUFFRA.  You  spent  a  lot  of  time  lobbying  the  legislature  to 
obtain  passage  of  Act  539;  right? 

Mr.  Penick.  I  did,  yes,  sir. 
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Mr.  GlUFFRA.  Can  you  recall  contacting  anyone  from  the  Gov- 
ernor's office  in  connection  with  this  legislation? 

Mr.  Penick.  I  cannot  recall  that  I  did,  no,  sir. 

Mr.  GlUFFRA.  But  you  might  have  done  so? 

Mr.  Penick.  I  don't  recall  that  I  did. 

Mr.  GlUFFRA.  You  don't  recall  one  way  or  the  other;  is  that  right? 

Mr.  Penick.  I  do  not. 

Mr.  GlUFFRA.  But  you  might  have  done  so? 

Mr.  Penick.  I  don't  recall. 

Mr.  GlUFFRA.  You  obviously  needed  the  Governor's  support  in 
order  to  have  the  legislation  signed  into  law;  right? 

Mr.  Penick.  It  cannot  be  a  law  without  the  Governor's  signature, 
that's  correct. 

Mr.  GlUFFRA.  And  you  had  two  of  the  most  important  trade  asso- 
ciations for  banks  in  Arkansas  that  were  opposed  to  this  particular 
legislation;  right? 

Mr.  Penick.  No,  sir. 

Mr.  GlUFFRA.  The  Arkansas  Bankers  Association  is  not  one  of  the 
leading  trade  associations  for  banks  in  Arkansas? 

Mr.  Penick.  It  is. 

Mr.  GlUFFRA.  The  Independent  Bankers  Association  is  also  not  a 
leading  trade  association? 

Mr.  Penick.  Not  in  my  opinion,  no,  sir. 

Mr.  GlUFFRA.  You  would  agree  that  the  Bankers  Association  is? 

Mr.  Penick.  The  Association  of  Bank  Holding  Companies  was 
much  more  powerful  and  influential  than  the  Independent  Bankers 
Association,  and  I  recall  they  were  for  the  bill. 

Mr.  GlUFFRA.  Now  prior  to  the  passage  of  Act  539,  were  you 
aware  that  a  branching  law  applying  just  in  Pulaski  County  might 
be  unconstitutional  under  the  Arkansas  Constitution? 

Mr.  Penick.  I  can  recall  that,  yes,  sir. 

Mr.  GlUFFRA.  You  know  Marlin  Jackson;  right? 

Mr.  Penick.  I  do,  yes,  sir. 

Mr.  GlUFFRA.  Do  you  recall  he  switched  his  position  with  regard 
to  Act  539  during  the  legislative  consideration  of  the  bill? 

Mr.  Penick.  I  do  not  recall  that. 

Mr.  GlUFFRA.  Now,  you  recall  that  Governor  Clinton  ultimately 
signed  the  bill;  right? 

Mr.  Penick.  Yes,  sir,  he  did. 

Mr.  GlUFFRA.  We  know  from  records  that  the  Committee  has  ob- 
tained that  the  bill  was  signed  on  April  1,  1987,  which  was  just 
several  days  after  the  Clintons'  Whitewater  loan  was  extended  on 
March  26,  1987.  You  are  aware  of  that,  aren't  you? 

Mr.  Penick.  I  don't  know  one  way  or  another.  I  haven't  seen  doc- 
umentation to  that  effect,  no,  sir. 

Mr.  GlUFFRA.  After  Act  539  was  enacted  into  law,  you  opened  a 
branch  in  Little  Rock's  business  district;  right? 

Mr.  Penick.  We  opened  two  branches  as  I  recall,  yes,  sir. 

Mr.  GlUFFRA.  One  of  those  branches  was  in  a  building  called 
Capital  Towers? 

Mr.  Penick.  That's  correct. 

Mr.  GlUFFRA.  And  for  those  people  who  are  familiar  with  Little 
Rock,  that's  now  the  TCBY  building. 

Mr.  Penick.  TCBY  Tower,  yes,  sir. 
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Mr.  GlUFFRA.  You  were  part  owner  of  that  building  at  the  time? 

Mr.  Penick.  I  am  a  minority  partner  in  that  building,  yes,  sir. 

Mr.  GlUFFRA.  Let's  put  up  the  chronology  that  we  have  prepared. 
This  chronology  indicates  that  on  January  8,  1987,  the  "1st  Ozark 
Loan  Committee — Renewal  of  the  Whitewater  loan  is  conditioned 
on  receipt  of  financial  disclosure  statements  from  the  Clintons  and 
the  McDougals." 

Then  sometime  Mr.  Penick,  in  early  1987,  you  would  have  writ- 
ten to  Mrs.  Clinton  to  ask  to  obtain  that  financial  statement;  right? 

Mr.  Penick.  No,  sir. 

Mr.  GlUFFRA.  You  didn't  write  a  letter  to  Mrs.  Clinton? 

Mr.  Penick.  I  testified  I  did  write  a  letter.  I  don't  know  when 
I  wrote  the  letter. 

Mr.  GlUFFRA.  We  have  obtained  the  financial  statement,  a  disclo- 
sure statement  from  the  Clintons,  which  was  submitted  to  your 
bank  on  March  24,  1987.  So  you  have  no  reason  to  dispute  that 
was  when  the  financial  disclosure  statement  came  in? 

Mr.  Penick.  That's  not  correct,  no,  sir. 

Mr.  GlUFFRA.  You  don't  believe  the  financial  disclosure  statement 
came  on  March  24,  1987? 

Mr.  Penick.  Would  you  repeat  the  previous  question.  I  don't 
think  that  was  accurate. 

Mr.  GlUFFRA.  My  question  was  you  wrote  a  letter  to  Mrs.  Clin- 
ton; right? 

Mr.  Penick.  Yes,  sir. 

Mr.  GlUFFRA.  You  wrote  a  letter  asking  her  about  a  financial  dis- 
closure statement;  is  that  right? 

Mr.  Penick.  That's  right. 

Mr.  GlUFFRA.  You  wrote  the  letter  after  the  Whitewater  loan  ap- 
peared on  a  document  deficiency  list;  right? 

Mr.  Penick.  I  do  not  know  that,  no,  sir. 

Mr.  GlUFFRA.  You  were  advised  that  there  was  a  need  for  a  fi- 
nancial disclosure  statement  from  the  Clintons;  right? 

Mr.  Penick.  That's  correct. 

Mr.  GlUFFRA.  Presumably,  if  it  is  on  the  document  deficiency  list, 
we  know  that,  as  of  January  8,  1987,  there  was  a  problem  with  re- 
gard to  documentation  of  that  loan,  from  the  documents  we  have, 
OK.  So  your  contact  with  Mrs.  Clinton  was  sometime  prior  to  when 
the  Clintons  put  in  the  financial  disclosure  statement;  right? 

Mr.  Penick.  No,  sir.  I  don't  know  when  I  wrote  Mrs.  Clinton  the 
letter. 

Mr.  GlUFFRA.  As  a  simple  matter  of  logic,  you  wouldn't  have 
written  a  letter  to  Mrs.  Clinton  asking  for  a  financial  disclosure 
statement  if  the  bank  already  had  one;  right? 

Mr.  Penick.  If  the  loan  was  renewed  on  an  annual  basis,  it  could 
have  been  a  previous  year  when  the  loan  was  renewed  that  we 
didn't  have  a  financial  statement,  and  I  wrote  her  at  that  time.  I 
do  not  remember  and  don't  have  a  copy,  and  have  not  seen  a  copy 
of  the  letter  I  wrote  Mrs.  Clinton. 

Mr.  GlUFFRA.  The  record  at  least  that  we  have  before  us  shows 
that  the  bank  wanted  a  financial  statement  on  January  8,  1987. 
There  was  a  document  deficiency.  We  know  that  the  financial 
statement  was  dated  and  provided  on  March  24,  1987,  and  we 
know  that  the  loan  was  extended  on  March  26,  1987.  We  know  that 
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Governor  Clinton  signed  the  law  allowing  Twin  City  Bank  to  enter 
the  lucrative  Little  Rock  market  approximately  5  days  later. 

Now,  Mr.  Strange,  your  recollection  is  there  was  a  problem  with 
regard  to  the  financial  statement  in  1987;  right? 

Mr.  Strange.  That's  correct. 

Mr.  Giuffra.  Ultimately,  you  got  the  financial  statement;  right? 

Mr.  Strange.  That  is  correct. 

Mr.  Giuffra.  And  you  extended  the  loan  on  the  26th;  right? 

Mr.  Strange.  Right. 

Mr.  Giuffra.  The  records  indicate  that  the  legislation  was  signed 
5  days  later  allowing  Twin  City  to  benefit  and  go  into  the  lucrative 
Little  Rock  market. 

Let's  turn  to  1988.  Mr.  Penick,  do  you  recall  a  special  session  of 
Arkansas  legislature,  in  1988,  that  considered  possible  legislation 
which  would  allow  branching  of  banks  throughout  Arkansas  over 
a  10-year  period,  was  it  going  to  be  phased  in? 

Mr.  Penick.  Yes,  sir,  I  recall  there  was  a  session  called  to  ad- 
dress that  issue. 

Mr.  Giuffra.  Am  I  correct  that  Twin  City  was  concerned  about 
the  possible  inclusion  of  a  provision  in  that  law  that  would  have 
forced  Twin  City  to  close  its  Capital  Towers  branch? 

Mr.  Penick.  Yes,  sir.  We  thought  it  was  unfair. 

Mr.  Giuffra.  In  fact  prior  to  1987,  under  Arkansas  law,  a  bank 
could  not  locate  a  branch  within  300  feet  of  the  principal  office  of 
another  bank;  right? 

Mr.  Penick.  Prior  to  1987? 

Mr.  Giuffra.  Yes. 

Mr.  Penick.  That's  correct. 

Mr.  Giuffra.  So  the  1987  legislation  allowed  you  to  locate  a 
branch  within  300  feet  of  a  principal  office  of  another  bank;  right? 

Mr.  Penick.  Yes,  sir. 

Mr.  Giuffra.  Capital  Towers  was  located  within  300  feet  of  First 
Commercial's  main  office;  right? 

Mr.  Penick.  No,  sir.  That's  the  question  of  fact;  we  were  never 
able  to  determine  that  accurately. 

Mr.  Giuffra.  There  was  litigation  or  at  least  a  dispute,  as  to 
whether  you  could  locate  your  branch  in  the  Capital  Towers  build- 
ing; is  that  right? 

Mr.  Penick.  Yes. 

Mr.  Giuffra.  Because  First  Commercial  claimed  it  was  within 
300  feet  of  their  main  office? 

The  Chairman.  Mr.  Penick,  come  on.  I  mean,  there  was  a  dispute 
and  the  question  was  whether  they  were  within  the  proximity  per- 
mitted by  the  law;  isn't  that  correct? 

Mr.  Penick.  Senator,  I  do  not  know  that. 

The  Chairman.  I  am  not  asking  you  to  ascertain  whether  they 
were  within  the  law.  There  was  a  dispute  that  took  place;  right? 

Mr.  Penick.  Yes,  sir,  there  was  that. 

The  Chairman.  The  question  was  not  whether  or  not  it  fell  in  or 
outside  of  the  number  of  feet,  or  the  specified  distance  that  had  to 
be  maintained  between  the  banks.  I  am  not  asking  you  to  concede 
that  it  was  in  the  300  feet  or  out,  but  there  was  that  dispute  and 
it  centered  around  that  situation;  isn't  that  correct? 
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Mr.  Penick.  Yes,  sir.  There  was  a  dispute,  not  a  dispute  but  a 
question  of  how  that  300  feet  is  measured,  is  it  measured  from 
exterior 

The  Chairman.  Right,  from  the  parking  lot  or  the  lobby.  I  used 
to  do  a  little  of  this  work  years  ago.  OK,  come  on,  let's  go. 

Mr.  Giuffra.  Twin  City  lobbied  against  including  this  300-foot 
limitation  in  the  Omnibus  Bank  Bill;  right? 

Mr.  Penick.  No,  sir. 

Mr.  Giuffra.  You  didn't  lobby  against  it? 

Mr.  Penick.  No,  sir. 

Mr.  Giuffra.  You  say  you  never  lobbied  against  having  this  300- 
foot  limitation? 

Mr.  Penick.  We  were  in  favor  of  the  bill;  we  were  opposed  to 
300-foot  limitation  and  lobbied 

Mr.  Giuffra.  Go  ahead. 

Mr.  Penick.  — lobbied  to  extract  the  300-foot  amendment  from 
the  bill. 

Mr.  Giuffra.  There  were  banks  that  wanted  the  300-foot  limita- 
tion in  the  bill;  right? 

Mr.  Penick.  Yes,  sir.  First  Commercial  particularly. 

Mr.  Giuffra.  OK.  So  you  lobbied  to  extract  the  300-foot  limita- 
tion from  the  bill;  right? 

Mr.  Penick.  Yes,  sir. 

Mr.  Giuffra.  Do  you  recall  lobbying  Governor  Clinton's  office  in 
connection  with  removing  this  300-foot  limitation? 

Mr.  Penick.  No,  sir,  I  cannot  remember  contacting  the  Gov- 
ernor's office  on  that  issue. 

Mr.  Giuffra.  Did  you  ever  lobby  Betsey  Wright  on  this  issue? 

Mr.  Penick.  Not  that  I  can  recall,  no,  sir. 

Mr.  Giuffra.  What  was  the  name  of  the  Chairman  of  Twin  City 
Bank? 

Mr.  Penick.  The  Chief  Executive  Officer  and  Chairman  was 
Terry  Renaud? 

Mr.  Giuffra.  Do  you  know  whether  Mr.  Renaud  ever  spoke  to 
Ms.  Wright? 

Mr.  Penick.  I  do  not  know,  no,  sir. 

Mr.  Giuffra.  Do  you  ever  recall  lobbying  Governor  Clinton  in 
connection  with  removing  this  amendment  that  would  have  caused 
you  to  remove  your  branch  in  the  Capital  Tower? 

Mr.  Penick.  I  cannot  recall,  no,  sir. 

Mr.  Giuffra.  Do  you  know  whether  Governor  Clinton  ultimately 
supported  eliminating  this  amendment  from  the  bill? 

Mr.  Penick.  I  know  he  signed  a  1988  bill  without  the  300-foot 
provision  in  there,  but  I  don't  know  whether  he  took  a  position  on 
300  feet  or  not. 

Mr.  Giuffra.  Now,  Mr.  Penick,  do  you  recall  writing  a  note  to 
Governor  Clinton,  thanking  him  for  removing  this  300-foot  provi- 
sion from  the  bill? 

Mr.  Penick.  No,  sir. 

Mr.  Giuffra.  Let's  put  up  on  the  Elmo  a  document  that  bears 
Bates  number  JRTS  206.  Now  just  to  sort  of  get  the  record  straight, 
this  is  a  document  that  the  Committee  received  from  Mr.  John  Tis- 
dale,  who  was  custodian  for  certain  papers  of  Governor  Clinton. 
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The  document  is  dated  7/5,  presumably  1988.  And  is  that  your  sig- 
nature down  at  the  bottom,  sir? 

Mr.  Penick.  Yes,  it  is. 

Mr.  GlUFFRA.  Is  this  your  handwriting? 

Mr.  Penick.  Yes,  it  is. 

Mr.  GlUFFRA.  Do  you  believe  you  wrote  this  note? 

Mr.  Penick.  Yes,  I  do. 

Mr.  GlUFFRA.  Let  me  read  the  letter,  it's  to  "Bill"  and  then  it  has 
across  the  top  "Gov."  In  the  upper  part  of  the  document  and  to  the 
left  of  "Gov"  there  is  the  distinctive  checkmark  we  have  seen  on 
other  documents  that  Governor  Clinton  has  reviewed.  It  says: 

BUI: 

It  has  been  reported  to  me  your  assistance  on  the  Omnibus  Bankers  Bill  and  the 
300-foot  provision  and  I  wanted  to  relay  our  appreciation  for  taking  this  stand. 
Terry  and  I  can't  understand  why  Mr.  Bowen  feels  so  threatened  by  our  little  office 
in  Capital  Tower. 

Now  do  you  recall  sending  this  note  to  Governor  Clinton? 

Mr.  Penick.  No,  sir. 

Mr.  GlUFFRA.  Presumably  you  did,  it  was  found  in  his  papers? 

Mr.  Penick.  I  don't  presume  that,  no,  sir. 

Mr.  GlUFFRA.  Who  else  could  it  have  been  sent  to?  The  document 
came  from  Governor  Clinton's  files.  It  has  "Gov"  on  the  top,  and  it's 
got  a  checkmark,  that's  the  Clinton  checkmark? 

Mr.  Penick.  I  didn't  put  the  checkmark  on  there.  I  didn't  put 
"Gov"  on  there.  Bill  Ford  was  the  Bank  Commissioner  at  the  time. 
It  could  have  gone  to  Bank  Commissioner  Bill  Ford. 

Mr.  GlUFFRA.  This  document  wasn't  produced  by  the  banking 
commission.  It  was  produced  by  Governor  Clinton's  lawyer. 

Mr.  Penick.  It  is  routine,  in  my  understanding,  that  those  ad- 
ministrative people  send  notes  like  that  to  the  Governor's  office. 

The  Chairman.  Let  me  ask  you  something.  Do  you  see  this  note? 

Mr.  Penick.  Yes,  sir,  I  have  a  copy  here  in  front  of  me. 

The  Chairman.  Did  you  write  it? 

Mr.  Penick.  Yes,  sir. 

The  Chairman.  You  wrote  it? 

Mr.  Penick.  Yes,  sir.  I  said  I  did. 

The  Chairman.  Where  did  you  get  this  note  from? 

Mr.  GlUFFRA.  From  Governor  Clinton's  document  custodian.  You 
see  the  notation  "Gov"  at  the  top  of  the  letter;  right? 

Mr.  Penick.  I  see  that,  yes. 

Mr.  Giuffra.  Now 

Senator  Sarbanes.  That's  not  your  notation,  is  it,  Mr.  Penick? 

Mr.  Penick.  No,  it  is  not,  Senator. 

The  Chairman.  It  is  not  your  handwriting? 

Mr.  Penick.  It  is  my  handwriting,  yes,  sir. 

The  Chairman.  It  is  your  handwriting?  You  wrote  it. 

Mr.  Penick.  The  "Gov"  part  is  not  my  handwriting 

The  Chairman.  I  understand  you  didn't  write  that.  We  got  it 
from  the  Governor's  office.  You  don't  think  that  you  wrote  it  to  the 
Governor? 

Mr.  Penick.  Senator,  I  cannot  recall 

The  Chairman.  Who  do  you  think  you  wrote  it  to?  Take  a  look 
at  it. 

Mr.  Penick.  I  believe  I  wrote  it  to  Bill  Ford. 
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The  Chairman.  To  Bill  who? 

Mr.  Penick.  Bill  Ford.  He  was  the  State  Bank  Commissioner  at 
the  time.  To  the  best  of  my  recollection,  he  took  a  position  against 
the  300-foot  provision. 

Mr.  GlUFFRA.  I  would  note,  for  the  record,  that  the  Committee 
sent  a  subpoena  to  the  banking  department,  and  no  such  document 
was  produced  to  us  by  the  banking  department.  The  document  was 
produced  to  us  by  Mr.  Tisdale,  who  was  the  document  custodian  for 
the  Governor's  office. 

Senator  Sarbanes.  It  could  have  been  sent  to  the  Governor  by 
the  banking  commissioner  for  his  information,  which  would  com- 
port with  this  "Gov"  appearing  on  the  top  of  it  which  is  not  in  Mr. 
Penick's  handwriting. 

The  Chairman.  That's  true.  That  could  be  the  case.  Let's  move 
on.  We  will  have  to  let  it  speak  for  itself. 

Mr.  GlUFFRA.  And  Mr.  Bowen 

The  Chairman.  By  the  way,  let  me  say  something.  I  don't  see 
any  big  deal  about  this.  If  you  wrote  a  note  to  somebody  you  know 
who  supported  a  legislative  provision  and  you  said,  I  can't  under- 
stand why  some  people  oppose  it  and  thank  you.  I  mean,  we  are 
all  jumping  up  and  down  over  here.  You  find  the  note  in  the  Gov- 
ernor's office,  so  what?  You  know  him,  you  knew  him  through  the 
trade  association,  you  deal  with  him.  You  are  not  supposed  to  say 
thank  you. 

But  what  I  find  bothers  me  is  that  we  have  to  kind  of  drag  cer- 
tain things  out,  like  when  we  talked  with  that  300-foot  thing.  No 
one  asked  you  to  concede  whether  it  was  in  or  out,  but  you  knew 
there  was  a  dispute  about  it.  So  be  a  little  more  forthcoming  when 
you  can  and  we  will  get  through  this  thing  faster.  Let  the  facts 
speak  for  themselves.  Don't  try  to  be  protective  if  you  can. 

I  appreciate  what  you  are  saying.  You  are  saying  I  may  have 
sent  this  to  a  legislator  and  it  may  have  found  its  way  over  there. 
Let's  keep  it  going.  What  I  am  trying  to  say  is  let's  not  be  so  up- 
tight. I  have  seen  in  the  history  of  other  witnesses  sometimes  the 
truth  will  really  set  them  all  free  and  there  is  no  big  deal.  It  is  a 
logical  kind  of  thing.  But  we  are  dancing  around,  and  you  know, 
it  may  be  interpreted  in  a  sinister  manner.  You  want  certain  legis- 
lation, it  was  very  important  to  you.  So  what,  there  is  nothing 
wrong  with  that. 

You  wanted  to  do  business  in  a  particular  town.  Those  were  anti- 
quated laws  that  existed  that  impeded  people  from  doing  this  kind 
of  thing.  We  had  them  throughout  the  country  at  various  times  and 
various  States  responded  in  different  ways. 

You  have  a  legitimate  interest  to  petition  your  Government — but 
when  it  happens,  we  become  so  uptight  about  it — then  we  say  why 
aren't  you  being  forthcoming.  Now  by  the  same  token,  we  may  try 
to  put  some  kind  of  unflattering  spin  on  this  thing,  but  I  want  to 
see  if  we  can't  move  on  it. 

Mr.  GlUFFRA.  Let's  put  up  on  the  Elmo  a  comment  which  bears 
Bates  number  JRTS  195.  This  is  a  memo,  dated  July  5,  1988,  which 
is  the  same  date  that  was  on  the  handwritten  note  from  Mr. 
Penick.  This  is  a  memo  from  Betsey  Wright  to  the  "Gov,  cc:  Sam." 
That's  Sam  Bratton.  It  says: 
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Re:  Bankers  Bill. 

Neither  Sam  nor  I  understands  what  your  next  step/follow-up  with  Bill  Bowen  is 
on  the  300-foot  issue. 

The  bill  which  is  being  delivered  to  this  office  in  the  morning  by  the  Bankers  As- 
sociation/Bill Ford  does  not  contain  the  300-foot  provision  based  on  their  conversa- 
tion with  you  [the  Governor]  this  morning. 

So  this  memo  from  Ms.  Wright  seems  to  indicate  it  was  Governor 
Clinton  who  intervened  with  Mr.  Ford  to  have  the  300-foot  restric- 
tion taken  out  of  the  bill. 

Let's  put  another  document  up  on  the  Elmo.  This  is  CBF411  and 
this  is  a  request  for  a  loan  documentation  waiver  in  connection 
with  the  Whitewater  Development  loan.  It  is  dated  July  15,  1988. 
And  Mr.  Strange,  those  are  your  initials  down  at  the  bottom? 

Mr.  Strange.  Yes,  it  is. 

Mr.  GlUFFRA.  It  is  an  important  act  when  you  agree  to  do  a  loan 
documentation  waiver;  right?  I  mean,  the  president  of  the  bank  has 
to  sign  off  on  it;  isn't  that  right? 

Mr.  Strange.  One  of  the  senior  officers  needs  to  sign  off  on  it. 

Mr.  GlUFFRA.  Not  a  purely  administrative  decision;  right? 

Mr.  Strange.  That's  correct. 

Mr.  GlUFFRA.  This  particular  waiver  allowed  both  the  Clintons 
and  the  McDougals  not  to  put  in  any  financial  statements  in  con- 
nection with  the  renewal  of  their  loan? 

Mr.  Strange.  Correct. 

Mr.  GlUFFRA.  Am  I  also  not  correct  that  the  loan  was  extended 
on  July  15,  1988? 

Mr.  Strange.  I  believe  that  to  be  right. 

Mr.  GlUFFRA.  Which  would  be  the  same  date  that  the  waiver  oc- 
curred. Let's  briefly  go  through  the  chronology  that  we  now  have 
up  on  the  easel.  That  chronology  indicates  that  there  was  a  dispute 
between  Twin  City  and  First  Commercial 

The  Chairman.  The  red  light  is  on.  Let  me  suggest  this,  so  we 
will  have  a  continuous  flow.  With  your  acquiescence,  we  let  Mr. 
Giuffra  continue  for  another  7  minutes,  until  1:00  p.m.,  and  then 
we  will  break  for  lunch.  We  will  start  with  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Let  me  just  address  this  one  if  I  might,  Mr. 
Chairman,  because  I  really  don't  think  it  is  an  issue  of  somebody 
being  uptight  or  disingenuous.  If  he  has  written  a  letter  to  some- 
body, he  ought  to  say  who  he  recalls  it  having  been,  the  letter — 
the  note  that  has  been  identified  here  is  in  your  handwriting,  that's 
been  established.  It  was  written  to  Bill,  but  it  doesn't  say  Bill  who, 
and  your  recollection,  as  I  understand  your  testimony,  you  were 
writing  to  the  Bank  Commissioner? 

Mr.  Penick.  Yes,  sir,  I  can't  recall  specifically  who  it  went  to.  It 
would  be  more  consistent  with  the  actions  at  the  time  that  it  would 
have  been  to  Bank  Commissioner,  Bill  Ford. 

Mr.  Ben-Veniste.  I  understand  you  are  being  careful  and  you 
don't  have  a  recollection.  The  note  was  written  in  1987,  obviously 
a  long  time  ago.  But,  as  I  understand  it,  you  had  a  first-name  rela- 
tionship with  the  Bank  Commissioner,  you  knew  the  Banking  Com- 
missioner for  some  time,  did  you  not? 

Mr.  Penick.  Yes,  sir. 

Mr.  Ben-Veniste.  You  had  an  Ed/Bill  relationship;  correct? 

Mr.  Penick.  That's  correct. 
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Mr.  Ben-Veniste.  Let  me  ask  you  whether  you  had  that  kind  of 
a  relationship  with  the  Governor  at  the  time? 

Mr.  Penick.  It  really  depended  on  the  occasion,  but  more  than 
likely  it  was  Governor. 

Mr.  Ben-Veniste.  Do  you  feel  you  would  have  written  him  a  note 
containing  the  information  as  reflected  in  this  note,  and  addressed 
it  Bill,  and  written  it  in  the  informal  way  that  you  did? 

Mr.  Penick.  It  would  be  more  consistent  that  this  would  go  to 
Bill  Ford,  yes,  sir. 

Mr.  Ben-Veniste.  We  want  you  to  be  careful,  we  want  you  not 
to  accept  suggestions  but  rely  on  your  recollection  in  giving  testi- 
mony because  you  are  under  oath,  and  it  is  important  that  you  give 
your  best  recollection. 

Indeed,  the  concept  of  the  branch  banking  legislation  was,  if  I 
understand,  a  memo  that  has  been  produced  to  us  that  is  entitled 
"File  Notes,  May  27,  1986."  It  has  your  name  at  the  bottom.  It  isn't 
marked  with  a  Bates  number.  But  it  reflects  that  in  1986,  10 
months  before  this  loan  renewal,  that  the  then-Commissioner  of 
Banking,  Marlin  Jackson,  indicated  that  it  was,  in  his  opinion, 
time  for  someone  to  foster  legislation  to  permit  countywide  branch- 
ing. Have  you  seen  that  memo? 

Mr.  Penick.  Yes,  I  have. 

Mr.  Ben-Veniste.  Is  that  consistent  with  your  recollection;  ap- 
parently it  is  your  file  note? 

Mr.  Penick.  Yes,  sir,  I  dictated  it. 

Mr.  Ben-Veniste.  Well,  outside  of  any  of  these  charts  and  chro- 
nologies, I  mean,  we  had  a  perfect  match  here,  and  it  was  so  incon- 
venient and  we  couldn't  do  anything  with  it.  On  April  4,  1985, 
there  was  a  fundraiser  at  Madison  Guaranty  Savings  &  Loan,  and 
on  the  very  same  day,  the  Governor  signed  authority  for  raising 
funds  through  a  bond  offering  for  the  State  police  radio.  And  guess 
what?  Everybody  had  to  concede  that  was  just  a  coincidence.  These 
renewals  were  done  on  an  annual  basis;  is  that  correct? 

Mr.  Penick.  It  is  my  understanding,  yes,  sir. 

Mr.  Ben-Veniste.  We  had  testimony  from  Mr.  Proctor  yesterday 
that  40  percent,  in  dollar  terms,  of  all  of  the  loans  in  the  portfolio 
lacked  current  or  updated  financial  statements  because  of  this  con- 
tinuous roll-over  procedure.  So  it  wasn't  all  that  unusual  to  have 
in  the  file  a  loan  that  did  not  have  a  completely  updated  financial 
statement;  isn't  that  so? 

Mr.  Penick.  It  is  not  unusual;  that's  correct. 

Mr.  Ben-Veniste.  OK,  and  the  loans  that  were  renewed  really 
were  not  dependent  on  the  financial  statement.  This  was  a  renewal 
of  a  loan,  you  knew  about  the  property,  you  knew  about  the  sub- 
stance of  the  individuals.  If  in  fact,  the  financial  condition  of  the 
borrower  had  dramatically  changed  in  a  negative  way,  did  you  not 
have  the  right  to  call  the  loan? 

Mr.  Penick.  I  don't  have  a  copy  of  the  note  here  in  front  of  me. 
Generally,  we  had  a  demand  or  no-demand  provision  in  the  promis- 
sory notes,  but  I  don't  have  a  copy  to  review. 

Mr.  Ben-Veniste.  We  go  half  an  hour  without  anyone  asking  the 
central  question,  was  there  a  quid  pro  quo  for  support  for  this 
branch  banking  legislation,  in  return  for  renewing  the  loan  that 
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had  already  been  made  but  given  a  waiver  on  the  financial  state- 
ment? 

Mr.  Penick.  Absolutely  not. 

Mr.  Ben-Veniste.  Is  that  preposterous? 

Mr.  Penick.  It  is  a  reach,  yes,  sir,  in  my  opinion. 

Mr.  Ben-Veniste.  It  is  another  example,  in  my  view,  of  this  con- 
clusion-jumping facility,  and  I  would  like  to  come  back  to  explore 
this,  Mr.  Chairman,  if  we  are  going  to  go  into  this  in  more  detail. 

The  Chairman.  Before  we  break,  I  want  to  touch  on  something. 
Have  someone  take  this  down  to  the  witness.  You  see,  Mr.  Penick, 
you  indeed  have  communicated  with  the  Governor  in  an  impersonal 
way  and  called  him  Bill,  haven't  you? 

Mr.  Penick.  Yes,  sir,  I  probably  have  from  time  to  time. 

The  Chairman.  You  have  even  written  him  in  that  fashion.  Take 
a  look  at  that  letter;  it's  TCBee.  That's  the  name  of  your  company 
up  there?  What  does  that  TCBee  stand  for? 

Mr.  Penick.  It  was  the  logo,  Senator,  for  the  bank  at  the 

The  Chairman.  Tell  me  about  it. 

Mr.  Penick.  It  is  a  Bee;  at  the  time  Twin  City  Bank,  and  they 
had  a  logo  with  a  Bee. 

The  Chairman.  Read  that  to  me.  Did  you  write  this  letter? 

Mr.  Penick.  Those  are  not  my  initials.  These  were  note  pads  that 
were  used  all  over  the  bank  for  people  to  scribble  notes  on. 

The  Chairman.  Come  on  now,  Ed.  Let's  stop  it.  "Governor  Bill 
Clinton."  What  does  it  say?  Take  a  look  at  it,  "Bill,"  huh?  Right? 

Mr.  Penick.  I  can  barely  read  this  copy,  Senator.  It  says — I  can't 
read  the  date. 

The  Chairman.  It's  June  6,  1988.  Governor  Bill  Clinton.  Then  it 
says  what? 

Mr.  Penick.  "Bill,  the  attached" 

The  Chairman.  "Bill,  the  attached  copy  is" — go  ahead. 

Mr.  Penick.  "Is  revised  slightly  from  the  previous  one  you  had 
been  furnished." 

The  Chairman.  My  only  purpose  is  to  say  that  you  have.  So  it 
is  not  a  kind  of  a  reach — when  we  say  look,  this  is  what  we  see, 
it  is  in  the  file.  Then  at  the  end,  EMP.  Who  is  EMP? 

Mr.  Penick.  That's  me. 

The  Chairman.  Yes.  You  see,  when  you  look  at  it,  I  mean,  that's 
you.  You  said  people  had  this  all  over.  EMP.  Nobody  just  signs 
your  name  or  initials  your  name  or  types  in  your  name,  do  they? 

Mr.  Penick.  Those  are  not  my  initials,  no,  sir. 

The  Chairman.  Who  is  EMP? 

Mr.  Penick.  That's  me. 

The  Chairman.  So?  I  mean 

Mr.  Penick.  I  didn't  type  the  note. 

The  Chairman.  Of  course,  you  didn't  type  the  note.  Someone 
typed  the  note  for  you;  isn't  that  true,  Edward? 

Mr.  Penick.  Yes,  sir. 

The  Chairman.  Thank  you. 

We  stand  in  recess  until  2:00  p.m. 

Senator  Sarbanes.  Let  me  be  clear.  You  didn't  initial  this  note 
either,  did  you? 

Mr.  Penick.  No,  sir,  those  are  not  my  initials,  Senator. 

The  Chairman.  No  one  suggested  that  you  initialed 
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Senator  Sarbanes.  The  letters  are  your  initials  but  they  were 
typed  on  the  note  by  somebody;  you  didn't  initial  the  note  yourself; 
is  that  correct? 

Mr.  Penick.  That's  correct. 

The  Chairman.  Are  you  suggesting  that  somebody  wrote  this 
note  on  their  own  and  put  your  name  down  there,  EMP,  and  used 
your  stationery? 

Mr.  Penick.  No,  sir,  I  am  not. 

The  Chairman.  OK.  We  stand  in  recess. 

[Whereupon,  at  1:00  p.m.,  the  hearing  was  recessed,  to  be  recon- 
vened at  2:15  p.m.  this  same  day.] 
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AFTERNOON  SESSION 

The  Chairman.  Mr.  Penick,  I  did  not  notice  heretofore  the  mag- 
nificent splendor  of  that  very  colorful  tie  of  yours. 

Mr.  Penick.  Thank  you,  Senator.  My  daughter,  Erica,  picked 
that  out.  She  told  me  to  wear  that. 

The  Chairman.  That's  a  great  tie  she  picked  for  you. 

Mr.  Penick.  It's  a  Jerry  Garcia  tie. 

The  Chairman.  A  who? 

Mr.  Penick.  Jerry  Garcia. 

Mr.  GlUFFRA.  The  Grateful  Dead. 

The  Chairman.  I  only  really  heard  about  him  as  a  result  of  his 
passing  because,  I  guess,  it  was  quite  sudden.  I  have  to  tell  you 
that  is  the  first  time  I  knew  who  he  was. 

Mr.  Ben-Veniste,  why  don't  you  let  Mr.  Giuffra  go  first  and  then 
I'll  give  you  any  other  time  you  need. 

Mr.  Ben-Veniste.  I  thought  I  used  about  5  minutes  of  my  30. 

The  Chairman.  Go  ahead,  and  then  we'll  start  with  Mr.  Giuffra. 

Mr.  Ben-Veniste.  Thank  you,  Mr.  Chairman. 

Now,  Mr.  Strange,  let  me  ask  you  what  your  position  was  at  the 
bank  in  1986? 

Mr.  Strange.  I  was  President. 

Mr.  Ben-Veniste.  And  you  were  a  person  who  had  been  with  the 
bank  through  virtually  the  entire  history  of  this  loan,  what  we've 
been  calling  the  Whitewater  loan;  is  that  correct? 

Mr.  Strange.  No,  that  is  not  correct.  I  came  with  the  bank  in 
January  1986. 

Mr.  Ben-Veniste.  You  came  in  1986  and  you  stayed  until  1992? 

Mr.  Strange.  That  is  correct. 

Mr.  Ben-Veniste.  Is  it  correct,  that  at  the  point  when  the  loan 
matured,  in  December  1986,  and  a  renewal  of  the  loan  was  sought 
by  the  McDougals,  that  the  loan  balance  had  been  paid  down  to  ap- 
proximately $53,000? 

Mr.  Strange.  I  believe  that  is  correct. 

Mr.  Ben-Veniste.  We  established  yesterday  that  the  loan  had 
been  paid  down  from — what  was  the  largest  amount,  to  your 
knowledge? 

Mr.  Strange.  I  believe  it  was  in  the  $180-plus-thousand. 

Mr.  Ben-Veniste.  So  it  had  been  paid  down  from,  $187,000  or 
$186,000  down  to  $53,000  by  1986? 

Mr.  Strange.  Correct. 

Mr.  Ben-Veniste.  Is  that  the  type  of  thing  that  a  bank  looks  at? 
Whether  the  principal  has  been  paid  down  on  a  loan  as  to  whether 
things  seem  to  be  going  along  in  a  reasonably  reliable  way? 

Mr.  Strange.  Yes,  it  is. 

Mr.  Ben-Veniste.  From  the  standpoint  of  what  was  going  on 
with  that  loan,  at  the  time  the  renewal  was  requested  in  1987,  the 
loan  was  classified,  or  rated  as  3.  The  rating  system  with  6  being 
the  worst  and  1  being  the  best? 

Mr.  Strange.  Correct. 

Mr.  Ben-Veniste.  We  have  heard  from  witnesses  yesterday,  in- 
cluding Mr.  Proctor,  that  virtually  80  percent  of  the  loans  in  the 
portfolio  at  the  bank  at  this  time  were  characterized  or  identified 
as  3  on  that  rating  scale.  Would  you  agree  with  that? 

Mr.  Strange.  That  would  be  very  close,  yes. 
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Mr.  Ben-Veniste.  A  3  rating  signified  a  normal  loan? 

Mr.  Strange.  That  is  right. 

Mr.  Ben-Veniste.  Contrary  to  the  statement  in  a  book  called 
"Blood  Sport,"  which  has  a  3  rating  as  indicating  a  problem  loan 
or  a  loan  that  is  about  to  go  into  default,  the  true  fact  is  that  a 
3  rating  meant  it  was  a  normal  loan? 

Mr.  Strange.  Yes.  A  3-rated  loan  was  a  standard  acceptable 
credit  in  the  bank  with  no  particular  problem. 

Mr.  Ben-Veniste.  Now  the  loan  committee  for  1st  Ozark  accord- 
ing to  records  that  we  have  looked  at  in  deposition  testimony  held 
its  regular  weekly  meeting  on  January  8,  1987,  and  you  were 
among  the  attendees  at  that  meeting? 

Mr.  Strange.  Very  possible. 

Mr.  Ben-Veniste.  According  to  our  records,  you,  Mr.  Proctor  and 
Vernon  Dewey,  two  witnesses  we  had  yesterday,  attended  that 
meeting.  According  to  our  records,  14  loans  were  considered  at  that 
meeting,  and  the  Whitewater  renewal  loan  was  1  of  8  commercial 
loans  which  was  considered  by  the  bank  on  its  agenda.  According 
to  the  testimony  we  have  received,  a  single  negative  vote  would 
have  meant  that  the  loan  was  not  approved  for  renewal.  Does  that 
comport  with  your  recollection? 

Mr.  Strange.  That  is  right.  The  way  the  committee  was  struc- 
tured, that  it  was  not  a  unanimous  vote  to  approve.  It  had  to  be — 
I  mean,  it  had  to  be  unanimous.  Any  one  dissenting  vote  would 
withhold  the  application  for  further  action  on  it. 

Mr.  Ben-Veniste.  Now  at  that  time  there  were  three  conditions, 
according  to  the  information  we  have  received,  which  would  have 
applied  to  approval  of  a  loan  renewal:  First,  that  all  sales  proceeds, 
less  commissions,  be  applied  to  the  note;  second,  that  all  contracts 
were  to  be  maintained  at  1st  Ozark;  and  third,  would  be  updated 
financials.  Now  according  to  what  occurred  at  that  time,  it  appears 
that  the  conditions  were  met  and  the  loan  was  renewed  without 
dissent.  Does  that  comport  with  your  recollection? 

Mr.  Strange.  I  believe  that's  right. 

Mr.  Ben-Veniste.  When  the  loan  was  renewed  in  March  1987, 
it  was  subsequent  to  receipt  of  an  updated  financial  statement  by 
Mr.  and  Mrs.  Clinton;  correct? 

Mr.  Strange.  I  don't  have  the  exact  date  of  that  renewal. 

Mr.  Ben-Veniste.  According  to  records  that  we  have,  the  state- 
ment was  received  on  March  24th;  it  was  received  by  the  bank  on 
March  26th,  and  the  loan  renewal  was  approved  on  the  27th. 

Mr.  Strange.  OK.  The  statement  that  I  have  indicates  on  the 
top,  I  believe,  under  Mr.  Proctor's  initials  of  3/26  rather  than  3/24. 

Mr.  Ben-Veniste.  It  was  apparently  dated  3/24  at  the  bottom 
and  received  at  the  bank  on  3/26. 

Mr.  Strange.  I  believe  that's  right. 

Mr.  Ben-Veniste.  The  financial  statement  which  we  went  into  in 
some  detail  yesterday  appears  to  be  a  two-sided  form  used  by  the 
bank  for  submitting  a  personal  financial  statement;  correct? 

Mr.  Strange.  Yes. 

Mr.  Ben-Veniste.  I  am  not  going  to  go  over  the  ground  that  we 
covered  yesterday  unless  the  Majority  intends  to  do  so,  but  I  want 
to  go  now  to  the  1988  renewal.  At  that  time,  is  it  correct  that  Mrs. 
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Clinton  telephoned  you  in  1988  with  respect  to  seeking  information 
for  preparation  of  a  tax  return? 

Mr.  Strange.  It  is  correct  that  she  phoned  me.  I  don't  recall  the 
exact  date  of  that.  Somewhere  in  the  packet  I  believe  there  is  a  let- 
ter which  I  have  responded  which  would  approximate  the  date. 

Mr.  Ben-Veniste.  That  would  be  an  April  12,  1988  letter  by  you 
to  Mrs.  Clinton? 

Mr.  Strange.  That  is  correct. 

Mr.  Ben-Veniste.  It  is  a  short  letter.  Why  don't  you  read  that 
into  the  record? 

Mr.  Strange.  It  says: 

Dear  Mrs.  Clinton: 

As  per  our  phone  conversation,  we  have  researched  the  transaction  regarding  the 
Whitewater  Development  Company,  Inc.  and  they  are  enclosed.  The  loan  and  escrow 
data  are  for  1987  only  and  do  not  include  any  of  the  1988  transactions.  Hope  this 
will  help  you  in  preparing  your  tax  return  and  some  type  of  balance  sheet. 

I  have  also  enclosed  a  renewal  note,  hoping  that  you  could  help  me  in  getting  all 
the  signatures  on  this  and  returning  it  as  soon  as  possible. 

In  addition,  we  will  be  needing  an  updated  financial  statement  on  the  personal, 
as  well  as  the  corporation. 

Respectfully,  J.W.  Strange. 

Mr.  Ben-Veniste.  Thereafter,  did  Mrs.  Clinton  advise  you  that 
she  had  made  several  attempts  to  contact  Mr.  and  Mrs.  McDougal 
without  success? 

Mr.  Strange.  I  believe  she  did,  yes.  The  letter  I  have  not  found 
in  my  package  yet  but  I  believe  there  is  one  there. 

Mr.  Ben-Veniste.  And  of  course  we  know  from  information  de- 
veloped in  this  Committee  that,  as  of  that  point,  Mr.  McDougal  had 
been  obliged  to  leave  Madison  Guaranty  Savings  &  Loan,  and  that 
he  had  left  Arkansas  for  California.  I  take  it  the  efforts  of  1st 
Ozark  to  contact  the  McDougals  directly  was  unsuccessful? 

Mr.  Strange.  That's  correct. 

Mr.  Ben-Veniste.  Do  you  have  in  your  file  a  letter  dated  June 
9,  1988,  from  Mrs.  Clinton  to  you  in  which  she  expressed  or  out- 
lined the  effort  she  had  made  to  reach  Mrs.  McDougal  about  the 
materials  needed  for  a  loan  extension.  In  a  P.S.  she  said  to  you, 
"Wes,  I  do  not  know  what  else  to  do.  If  you  have  any  suggestions, 
please  give  me  a  call.  Thanks." 

Mr.  Strange.  Yes,  I  have  a  copy  of  that  letter. 

Mr.  Ben-Veniste.  Did  you  have  some  suggestions  about  what 
she  might  be  able  to  do  to  try  to  find  the  McDougals  at  this  point? 

Mr.  Strange.  Not  really.  I  think  we  were  both  at  a  loss  as  to 
what  to  do  at  that  point. 

Mr.  Ben-Veniste.  And  it  seemed,  did  it  not,  as  the  result  of  your 
contact  with  Mrs.  Clinton,  that  this  whole  thing  had  been  dumped 
in  her  lap  and  that  the  McDougals  were  out  of  the  picture  and,  for 
all  intents  and  purposes,  unreachable? 

Mr.  Strange.  That's  the  way  it  appeared. 

Mr.  Ben-Veniste.  Now  on  July  13th,  Mrs.  Clinton  wrote  to  you, 
apparently  having  given  up  trying  to  reach  the  McDougals.  She 
said  in  part,  "I  am  enclosing  the  renewal  note  you  sent  for  Bill's 
and  my  signature.  Despite  repeated  efforts,  I  have  been  unable  to 
reach  the  McDougals."  Is  that  correct? 

Mr.  Strange.  That  is  correct. 
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Mr.  Ben-Veniste.  On  July  15,  1988,  Mr.  Proctor  prepared  a  re- 
quest for  a  waiver  of  financial  statements  for  Whitewater  Develop- 
ment Corporation  and  its  guarantors;  that  is,  the  Clintons  and  the 
McDougals.  In  his  request,  which  we  have,  he  explained  that  the 
individual  financial  statements  were  unnecessary  because,  first, 
the  payments  on  the  loan  are  derived  from  escrow  contracts  con- 
trolled by  1st  Ozark. 

Mr.  Strange.  Correct. 

Mr.  Ben-Veniste.  The  second  reason  was  that  the  collateral  was 
believed  sufficient  to  cover  the  loan. 

Mr.  Strange.  That  is  correct. 

Mr.  Ben-Veniste.  The  request  for  a  loan  documentation  waiver, 
approved  by  Mr.  Proctor,  was  presented  to  you,  his  superior,  for 
your  approval? 

Mr.  Strange.  Yes. 

Mr.  Ben-Veniste.  And  you  did? 

Mr.  Strange.  Yes. 

Mr.  Ben-Veniste.  Did  you  have  any  problem  in  doing  that? 

Mr.  Strange.  No. 

Mr.  Ben-Veniste.  By  this  time,  the  loan  had  been  paid  down  to 
approximately  $36,000? 

Mr.  Strange.  I  believe  that's  right. 

Mr.  Ben-Veniste.  In  your  view,  it  was  supported  by  an  adequate 
income  as  well  as  collateralized  by  the  land? 

Mr.  Strange.  Yes,  and  our  basic  history  of  the  loan  is  that  the 
payments  were  being  made,  so  there  was  not  a  concern. 

Mr.  Ben-Veniste.  So  this  was  a  truly  unremarkable  event  at  the 
time,  I  take  it? 

Mr.  Strange.  Yes. 

Mr.  Ben-Veniste.  The  bank  regulations  provided  for  you  to  au- 
thorize a  waiver  of  the  filing  of  personal  financial  statements  under 
the  circumstances? 

Mr.  Strange.  Yes,  they  would. 

Mr.  Ben-Veniste.  So  that  this  would  not  be  considered  a  loan 
deficiency  by  the  examiners? 

Mr.  Strange.  That's  right. 

Mr.  Ben-Veniste.  Now  let's  go  to  this  fascinating  coincidence  of 
branch  banking  legislation.  At  the  same  time,  this  totally  unre- 
markable extension  of  this  paid-down  loan  was  made  by  the  bank. 
First,  we  focused  and  focused  and  focused  on  Governor  Clinton's 
approval  of  this  legislation.  We  have  examined  the  timing  and  we 
have  brought  forward  the  fact  that  the  prior  State  Bank  Adminis- 
trator Mr.  Marlin  Jackson,  I  believe,  had  recommended,  10  months 
prior  to  this  loan  renewal,  that  it  would  be  a  good  idea  to  put  for- 
ward a  bill  authorizing  branch  banking,  and  removing  the  restric- 
tions. 

Our  information  is  the  legislation  passed  the  Arkansas  House  by 
a  vote  of  80  to  10,  and  that  it  passed  the  Senate  by  more  than  a 
2  to  1  majority.  Does  that  comport  with  your  recollection? 

Mr.  Strange.  I  believe  it  would.  I  did  not  follow  the  legislation 
that  closely,  but  I  knew  that  it  was  passed  with  a  wide  majority. 

Mr.  Ben-Veniste.  Mr.  Penick,  does  that  comport  with  your  recol- 
lection? 

Mr.  Penick.  Yes,  sir,  it  does. 
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Mr.  Ben-Veniste.  This  was  not  a  particularly  close  or  controver- 
sial piece  of  legislation,  from  the  standpoint  of  the  votes  involved, 
by  the  legislative  body;  correct? 

Mr.  Strange.  I  would  think  so. 

Mr.  Ben-Veniste.  "Blood  Sport" — which  obviously  provides  the 
basis  for  our  going  into  all  of  this  business  of  branch  banking  be- 
cause it  wasn't  anything  we  had  explored.  I  will  be  quite  candid 
with  you,  prior  to  the  publication  of  that  book  which  indicates  that 
the  legislation  was  initiated  by  Twin  City  Bank,  and  indeed,  we 
have  now  demonstrated  with  a  memorandum  dated  10  months  ear- 
lier, previous  to  the  passage  of  that  legislation,  that  it  was,  in  fact, 
initiated  by  a  State  regulator. 

Let  me  ask  you  whether,  in  your  view,  there  is  any  evidence  to 
suggest,  in  any  way,  shape  or  form,  any  quid  pro  quo  or  relation- 
ship between  the  passage  of  branch  banking  legislation  and  the  re- 
newal of  this  now  $36,000  unremarkable  Whitewater  loan? 

Mr.  Strange.  There  was  none  that  I  am  aware  of  or  knew  of  at 
the  time,  and  still  don't  know.  The  book  that  you  refer  to,  I  have 
not  read  in  any  detail,  but  the  parts  that  I  have  read  seem  to  be 
more  fiction  than  fact. 

Mr.  Ben-Veniste.  Mr.  Penick,  do  you  have  a  view  on  this? 

Mr.  Penick.  I  would  agree,  yes,  sir. 

Mr.  Ben-Veniste.  Ms.  Eldridge? 

Ms.  Eldridge.  I  would  agree. 

Mr.  Ben-Veniste.  In  connection  with  the  1987  loan  renewal,  is 
it  correct  that  the  Clintons  were  not  in  any  way  removed  or  re- 
leased from  responsibility  for  the  ultimate  repayment  of  that  loan? 

Mr.  Strange.  No,  they  were  not. 

Mr.  Ben-Veniste.  Is  it  correct  that  that  loan  was  unremarkable 
in  terms  of  other  commercial  loans  made  by  your  bank  at  the  time 
with  regard  to  the  length  of  the  extension  and  the  interest  rate 
charge? 

Mr.  Strange.  I  think  it  could  be  classed  that  way.  It  was 
unremarkable. 

Mr.  Ben-Veniste.  Mr.  Strange,  can  you  think  of  any  reason  why 
the  Clintons  would  have  some  nefarious  or  untoward  motive  for  not 
wanting  to  submit  a  financial  statement  which  was  ultimately  sub- 
mitted in  April  1987? 

Mr.  Strange.  Not  that  I  know  of. 

Mr.  Ben-Veniste.  They  had  previously  submitted  financial  state- 
ments to  your  and  other  banks;  and,  of  course,  Governor  Clinton 
had  submitted  state-mandated  financial  disclosure  forms  which 
identified  the  Whitewater  investments. 

Mr.  Penick,  can  you  think  of  any  reason  why  that  would  moti- 
vate the  Clintons  to  be  worried  or  otherwise  be  concerned  about 
submitting  a  financial  statement,  other  than  the  nuisance  involved 
as  this  loan  rolled  over? 

Mr.  Penick.  Not  to  my  knowledge,  no,  sir. 

Mr.  Ben-Veniste.  Can  you,  Ms.  Eldridge? 

Ms.  Eldridge.  Sir,  I  didn't  have  any  involvement  with  this  loan. 

Mr.  Ben-Veniste.  Well,  since  you  were  there,  you  are  a  target 
of  opportunity  and  this  is  what  happens  in  these  hearings.  I'm  not 
suggesting  you  should  have  any  knowledge.  This  book,  "Blood 
Sport,"  seems  to  imply  that  the  Twin  City  Bank  was  the  only  bank 
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that  favored  this  1987  legislation  on  branch  banking.  Mr.  Penick, 
were  there  other  banks  that,  to  your  knowledge,  specifically,  sup- 
ported this  legislation? 

Mr.  Penick.  Yes,  sir,  there  were. 

Mr.  Ben-Veniste.  Can  you  tell  us  who  supported  the  legislation? 
Was  it  just  a  fluke  that  it  passed  80  to  10  in  the  House? 

Mr.  Penick.  No,  sir,  there  were  a  lot  of  banks  that  were  con- 
cerned about  our  restrictive  branching  legislation,  and  we  needed 
to  break  the  mold  and  start  liberalizing  those  branching  laws  to  be 
competitive  with  other  States  and  be  competitive  with  the  savings 
and  loans.  Union  National  Bank,  which  was  probably  the  third 
largest  bank  in  the  State  was  a  close  ally  with  us  in  this  lobbying 
effort.  The  Arkansas  Association  of  Bank  Holding  Companies  was 
very  supportive  of  it.  A  bank  in  Jacksonville,  Arkansas  and  the 
Walton  Banks  were  very  supportive  of  it.  And  there  were  other 
banks  out  in  the  State  that  thought  it  was  time  to  liberalize  our 
branching  laws. 

Mr.  Ben-Veniste.  As  the  Chairman  has  pointed  out,  you  viewed 
this  as  a  somewhat  archaic  restriction  which  put  you  at  a  disad- 
vantage in  Arkansas  and  with  other  States? 

Mr.  Penick.  Yes,  sir,  it  was  just  a  matter  of  time,  in  our  opinion. 
The  Mississippi — the  Deposit  &  Guaranty  case  had  just  been  an- 
nounced in  Mississippi  where  the  Comptroller  of  the  Currency  was 
granting  Deposit  &  Guaranty  National  Bank  the  authority  to 
branch  statewide  and  there  were  lots  of  pressures  from  the  savings 
and  loans  to  receive  more  liberal  branching.  The  Comptroller  of  the 
Currency  was  more  lenient  in  branching  areas  and  certainly  had 
the  authority  in  some  cases  to  step  in  and  grant  branching  applica- 
tions that  State  banks  didn't  have  the  right  to. 

Mr.  Ben-Veniste.  In  the  minute  of  my  remaining  time,  can  you 
explain  the  support  that  the  1988  legislation  enjoyed? 

Mr.  Penick.  Yes,  sir.  Basically  in  the  end,  everybody  supported 
the  compromise  legislation  in  the  Omnibus  Banking  Bill.  Different 
factions  started  out  with  different  drafts  of  the  bill  and  they  had 
different  issues  in  it  that  had  to  be  lobbied  and  resolved,  but  ulti- 
mately it  was  a  pretty  fairly  unanimous  effort  to  get  the  thing 
passed  through  various  stages. 

Mr.  Ben-Veniste.  In  term  of  the  ultimate  vote,  more  or  less  on 
the  same  lines? 

Mr.  Penick.  I  believe  so.  I  cannot  recall  it  specifically. 

Mr.  Ben-Veniste.  I  don't  have  those  figures.  I  wouldn't  want  to 
mislead  you  by  suggesting  I  know  them,  but  if  you  have  any  reason 
to  believe  that  this  was  a  closer  vote,  than  the  1987  legislation,  I 
would  like  to  hear  your  view. 

Mr.  Penick.  No,  sir.  Basically,  if  the  bankers  get  their  act  to- 
gether and  agree  on  a  bill,  it  would  go  through  the  legislative  proc- 
ess without  problems. 

Mr.  Ben-Veniste.  Thank  you. 

The  Chairman.  Mr.  Giuffra. 

Mr.  Giuffra.  Mr.  Strange,  you  testified  that  there  was  "no  par- 
ticular problem"  with  the  Whitewater  loan.  Do  you  recall  that  testi- 
mony? 

Mr.  Strange.  Yes,  I  do. 
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Mr.  GlUFFRA.  You  are  familiar  with  the  system  of  rating  loans, 
pass,  special  mention,  substandard,  doubtful,  and  loss;  right? 

Mr.  Strange.  Yes. 

Mr.  GlUFFRA.  At  your  bank,  what  would  a  6  be? 

Mr.  Strange.  It  would  be  doubtful. 

Mr.  GlUFFRA.  What  would  a  5  be? 

Mr.  Strange.  Probably  would  be  a  substandard. 

Mr.  Giuffra.  What  would  a  4  be? 

Mr.  Strange.  Watch. 

Mr.  Giuffra.  What  would  a  loss  be?  Wouldn't  a  loss  be  a  6? 

Mr.  Strange.  Yes. 

Mr.  Giuffra.  Loss  would  be  a  6,  doubtful  would  be  a  5,  sub- 
standard would  be  a  4;  right? 

Mr.  Strange.  Right. 

Mr.  Giuffra.  Then  what's  called  a  special  mention,  you're  sub- 
standard? You're  familiar  with  that  term,  are  you? 

Mr.  Strange.  Yes. 

Mr.  Giuffra.  That  would  probably  be  a  3? 

Mr.  Strange.  No,  not  in  our  bank. 

Mr.  Giuffra.  What  would  be  a  pass  loan? 

Mr.  Strange.  A  3  would  be  pass  loan. 

Mr.  Giuffra.  What  would  a  1  be? 

Mr.  Strange.  1?  A  1-rated  loan? 

Mr.  Giuffra.  Would  that  be  a  pass  loan  as  well? 

Mr.  Strange.  Yes. 

Mr.  Giuffra.  And  2  would  be  a  pass  loan  as  well? 

Mr.  Strange.  Yes. 

Mr.  Giuffra.  So  you  have  three  ratings  for  pass,  and  your  first 
ratings  was  a  4  for  substandard;  is  that  right? 

Mr.  Strange.  I  believe  that's  right. 

Mr.  Giuffra.  If  there  was  no  particular  problem  with  the  Clinton 
loan,  why  was  it 

Mr.  Ben-Veniste.  I  think  we've  been  calling  it  the  Whitewater 
loan. 

Mr.  GlUFFRA.  Why  was  concern  expressed  with  regard  to  the  ab- 
sence of  financial  statements,  the  fact  that  there  was  a  need  to 
have  the  contracts  maintained  at  your  bank,  and  the  fact  that  sales 
proceeds  had  to  be  applied  to  the  note  at  the  meeting  on  January 
8,  1987?  It  was  not  a  note  that  was  perfectly  clean,  was  it?  It  had 
some  deficiencies;  correct? 

Mr.  Strange.  I  don't  know  that  those  would  be  deficiencies.  With 
the  exception  of  the  financial  statement,  they  would  be 

Mr.  Giuffra.  A  regulator  would  flag  a  loan,  if  you  didn't  have 
a  financial  statement;  right? 

Mr.  Strange.  No.  He  would  possibly  list  it  as  a  deficiency  but 
I  don't  know  that  the  loan  would  be  flagged. 

Mr.  Giuffra.  You  would  argue  that  loan,  absent  the  financial 
statements,  would  be  a  clean  loan? 

Mr.  Strange.  Yes. 

Mr.  Giuffra.  The  fact  that  it  did  not  have  the  financial  state- 
ments was  a  deficiency  in  the  loan? 

Mr.  Strange.  That  is  correct. 

Mr.  GlUFFRA.  Now,  Ms.  Davenport,  I'm  sorry,  you  are  now  known 
as  Ms.  Eldridge — Davenport  back  in  this  period — you  were  a  Senior 
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Vice  President  and  then  later  an  Executive  Vice  President  at  Twin 
City  Bank? 

Ms.  Eldridge.  Yes,  sir. 

Mr.  Giuffra.  Did  you  have  many  dealings  with  regard  to  loans 
during  the  1987-88  period  with  a  balance  of  about  $50,000  at  1st 
Ozark? 

Ms.  Eldridge.  I  didn't  have  any  dealings  with  loans  from  1st 
Ozark. 

Mr.  Giuffra.  You  were  a  friend  of  Ms.  Clinton? 

Ms.  Eldridge.  Yes,  sir. 

Mr.  Giuffra.  Close  friend;  is  that  right? 

Ms.  Eldridge.  Good  friend. 

Mr.  Giuffra.  You  were  also  on  the  Board  of  the  AD  FA  organiza- 
tion, Arkansas  Development  Financial  Authority? 

Ms.  Eldridge.  Yes,  sir. 

Mr.  Giuffra.  You  were  appointed  by  Governor  Clinton? 

Ms.  Eldridge.  Yes,  sir. 

Mr.  Giuffra.  Did  you  ever  contact  Mrs.  Clinton  with  regard  to 
the  Whitewater  loan  that  was  maintained  at  1st  Ozark? 

Ms.  Eldridge.  No,  sir,  I  did  not. 

Mr.  Giuffra.  And  are  you  certain  that  you  did  not  contact  Mrs. 
Clinton? 

Ms.  Eldridge.  Yes,  sir. 

Mr.  Giuffra.  If  we  could  put  up  on  the  Elmo  a  document  that 
bears  Bates  number  House  W/W  report  9540.  This  is  a  document, 
across  the  top,  it  says  Hillary  Rodham  Clinton  and  appears  to  be 
some  note  of  Mrs.  Clinton's,  and  then  it  says,  "Notes,  talk  with  M. 
Davenport."  Presumably  that's  you. 

Ms.  Eldridge.  That's  what  it  says. 

Mr.  Giuffra.  Up  in  the  right-hand  corner,  it  says  1987. 

Ms.  Eldridge.  Yes,  sir. 

Mr.  Giuffra.  There's  a  discussion  and  it  says,  "$56,623  balance," 
and  then  it  says  below  that,  "$2,303.78,  October  3."  Then  it  says, 
"5-year  amortization  with  2  years" — I  can't  really  read  the  rest  of 
it — "Note  secured  by  mortgage  received  3/18/78  on  171  acres  known 
as  Whitewater  Estates.  Originally  $121,000  note."  Do  you  recall 
giving  this  information  to  Mrs.  Clinton? 

Ms.  Eldridge.  No,  sir,  I  do  not. 

Mr.  Giuffra.  It  would  appear  from  this  note,  in  Mrs.  Clinton's 
handwriting,  that  you  did. 

Ms.  Eldridge.  I  would  like  to  point  out  to  you  at  the  top  of  the 
page  where  it  says  notes  of  a  talk  with  M.  Davenport,  that's  not 
the  same  handwriting  as  the  rest  of  the 

Mr.  Giuffra.  Are  you  familiar  with  Mrs.  Clinton's  handwriting? 

Ms.  Eldridge.  I'm  familiar  with  her  signature,  but  I'm  looking 
at  the  differences  in  the  characters,  and  I  believe  that  you  will  note 
that  the  ink  is  darker,  the  characters  look  different.  And  I  don't 
have  any  knowledge  that 

Mr.  Giuffra.  So  what  you're  saying  is  you  are  absolutely  certain 
you  never  spoke  to  Mrs.  Clinton  about  this  loan? 

Ms.  Eldridge.  I  don't  have  any  recollection. 

Mr.  Giuffra.  You  don't  have  a  recollection  but  the  only  evidence 
we  have  is  this  document  which  has  your  name  and  a  discussion 
of  the  loan.  Now,  Mr.  Strange,  the  information  that's  contained  on 
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this  piece  of  paper  appears  to  be  about  this  particular  Whitewater 
loan;  right? 

Mr.  Strange.  Appears  to  be,  yes. 

Mr.  GlUFFRA.  It  appears  to  be  correct  information;  right? 

Mr.  Strange.  I  have  not  gone  back  to  research  the  exact  bal- 
ances and  all,  but  I  would  think  that  it's  close  to  being  correct,  the 
balance  and  all. 

Mr.  GlUFFRA.  Now,  Mr.  Penick,  did  you  ever  ask  Ms.  Davenport 
to  speak  to  Mrs.  Clinton  about  the  deficiency  in  connection  with 
the  Whitewater  loan,  and  in  particular,  the  absence  of  a  financial 
statement? 

Mr.  Penick.  No,  sir. 

Mr.  Giuffra.  Do  you  have  any  recollection  of  doing  so? 

Mr.  Penick.  I  do  not,  no,  sir. 

Mr.  Giuffra.  Mr.  Strange,  are  you  aware  of  Ms.  Eldridge  being 
asked  to  do  that? 

Mr.  Strange.  No,  I  was  not. 

Mr.  Giuffra.  If  we  could  put  up  on  the  Elmo  the  testimony  of 
Mr.  Proctor  in  his  deposition,  and  I'll  begin  on  page  55.  Mr. 
Strange,  who  was  Ronald  Proctor?  He  testified  here  yesterday. 

Mr.  Strange.  He  was  a  loan  officer  with  the  bank,  with  1st 
Ozark  National  Bank,  and  the  primary  officer  handling  this  credit. 

Mr.  Giuffra.  Mr.  Vernon  Dewey,  who  was  he? 

Mr.  Strange.  He  was  a  junior  loan  officer,  consumer  loan  officer 
with  the  bank,  with  1st  Ozark  National  Bank. 

Mr.  Giuffra.  Why  don't  we  first  look  to  Mr.  Proctor's  testimony 
at  his  deposition. 

Mr.  Strange.  Do  we  have  a  copy  of  that? 

Mr.  Giuffra.  You  should  have  it  in  your  packets.  We'll  put  it  up 
on  the  Elmo. 

The  Chairman.  Refer  to  it,  please,  by  giving  the  page. 

Mr.  Giuffra.  Pages  55  and  56. 

Senator  Sarbanes.  This  is  the  Mr.  Ronald  Proctor  who  was  here 
yesterday? 

Mr.  Giuffra.  Correct. 

Senator  Sarbanes.  Is  this  from  yesterday's  transcript? 

Mr.  Giuffra.  No,  this  is  from  his  deposition. 

Senator  Sarbanes.  Was  he  asked  about  this  yesterday? 

Mr.  Giuffra.  I  believe  he  was. 

The  Chairman.  It's  in  his  deposition. 

Mr.  Giuffra.  I'll  just  read:  "Question:  Did  anyone  at 

The  Chairman.  Wait  a  second.  You  have  to  put  it  up  on  the 
Elmo.  Do  we  have  it  so  we  can  put  it  up? 

Mr.  Strange.  I  don't  believe  I  have  a  copy  of  it  in  the  packet. 

The  Chairman.  Do  we  have  copies  of  this?  Is  this  Mr.  Proctor? 
So  now  everybody  knows  who  Mr.  Proctor  is?  Mr.  Strange,  do  you 
know  who  he  is? 

Mr.  Strange.  Yes,  I  do. 

Mr.  Penick.  Yes,  sir. 

Ms.  Eldridge.  Yes,  sir. 

The  Chairman.  All  right.  Let's  go. 

Mr.  Giuffra.  It  says: 

Question:  Did  anyone  at  1st  Ozark  ever  tell  you  that  they  had  had  contact  with 
Margaret  Davenport  regarding  the  Whitewater  loan? 
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Answer:  No.  It  was  my  understanding  that  someone  was  going  to  speak  with  Mar- 
garet to  help  convey  some  information  to  Mrs.  Clinton  concerning  the  renewal  of  the 
loan. 

Question:  Who  was  that  person? 

Answer:  That  would  have  been  Ed  Penick,  who  was  Chairman  of  our  Board  at 
that  time. 

Question:  How  did  you  come  to  know  this? 

Answer:  This  was  discussed  in  a  board  meeting. 

Question:  Do  you  recall  the  date  of  that  board  meeting? 

Answer:  No. 

Going  down  further. 

Question:  Can  you  explain  the  circumstances  around  Mr.  Penick's  inquiry? 

Answer:  We  were  having  some  difficulty  getting  financial  statements,  as  we  had 
often  had  with  this  loan.  And  we  had  asked — we  had  discussed  that  that  was  one 
of  our  deficiencies — not  the  only  deficiency  we  had.  But  we  were  talking  about  defi- 
ciencies, the  sensitive  nature  of  the  deficiency  because  of  Mr.  Clinton  being  the  Gov- 
ernor. And  Mr.  Penick  says,  "Well,  gosh,  Margaret  and  Hillary  are  personal  ac- 
quaintances. Let  me  ask  and  see  if  she  can  help  you  get  the  financial  statement." 

Mr.  Penick,  does  this  refresh  your  recollection  about  what  might 
have  happened  back  in  1987? 

Mr.  Penick.  No,  sir. 

Mr.  GiUFFRA.  Ms.  Eldridge? 

Ms.  Eldridge.  I  can  assure  you  Mr.  Penick  did  not  ask  me  to 
speak  with  Hillary  Clinton  about  financial  statements. 

Mr.  GiUFFRA.  Why  don't  you  turn  to  the  testimony  of  Mr.  Dewey, 
page  28  of  his  deposition,  May  3rd: 

Question:  Do  you  recall  any  discussions  regarding  the  Whitewater  loan  that  in- 
volved Mr.  Penick? 

Answer:  Yes. 

Question:  Could  you  tell  us  about  them? 

Answer:  I  don't  remember  specifics,  but  I  know  that  Ed  was  there,  Ed  Penick. 
Susan  Sisk  was  there.  Ron  was  there.  I'm  not  sure  Wes  was.  And  we  were  discuss- 
ing the  financial  statement  on  the  Clintons.  And  Ed  said  that  Margaret  was  per- 
sonal friends  of  Hillary's  and  Susan  said  something  to  the  effect  that  yes,  she 
thought  she  was.  Ed  said  that  he  would  get  Margaret  to  call  Hillary  and  see  if  we 
could  get  a  financial  statement. 

Question:  Do  you  recall  what  financial  statement,  or  when  this  occurred? 

Answer:  No,  I  don't.  This  is  a  memory  in  my  head. 

Question:  Do  you  know  if  Mr.  Penick  asked  Davenport  to  get  a  financial  state- 
ment? 

Answer:  No,  I  don't. 

Question:  Do  you  recall  if  the  financial  statement  was  obtained? 

Answer:  I  do  not  recall  getting  a  financial  statement. 

Now,  Mr.  Strange,  do  you  recall  being  at  a  meeting  where  Ms. 
Eldridge  was  going  to  be  asked  to  get  a  financial  statement  from 
Mrs.  Clinton? 

Mr.  Strange.  I  do  not  remember  such  a  meeting. 

Mr.  GiUFFRA.  Mr.  Penick,  again? 

Mr.  Penick.  No,  sir. 

Mr.  GiUFFRA.  Ms.  Eldridge? 

Ms.  Eldridge.  I'll  state  again,  Mr.  Penick  never  asked  me  any- 
thing about  a  financial  statement  for  Hillary  Clinton. 

The  Chairman.  Mr.  Penick,  would  Mr.  Proctor  have  any  reason 
to  make  this  up? 

Mr.  Penick.  I'm  sorry,  Senator,  I  didn't  understand  you. 

The  Chairman.  You've  read  both  the  testimony  and  had  it  read 
to  you  by  both  Mr.  Proctor  and  Mr.  Dewey.  You  know  these  men, 
don't  you? 

Mr.  Penick.  Yes,  sir. 

The  Chairman.  Do  you  know  them  to  be  honorable  men? 
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Mr.  Penick.  As  far  as  I  know,  yes,  sir. 

The  Chairman.  Would  they  have  any  reason  to  make  up  this 
statement,  or  is  it  just  a  question  that  you  don't  recall? 

Mr.  Penick.  I  don't  recall.  I  remember  being  at  a  meeting  where 
I  volunteered  to  contact  Mrs.  Clinton  and  try  to  get  the  financial 
statement,  which  I  did. 

The  Chairman.  Would  it  be  reasonable  for  both  Mr.  Dewey  and 
Mr.  Proctor  to  have  a  more  specific  memory  that  you  said  specifi- 
cally, that  you  knew  Margaret  to  be  a  friend  of  Mrs.  Clinton  and 
you  would  contact  her? 

Mr.  Penick.  I  don't  recall  talking  about  Margaret  at  that  meet- 
ing, no,  sir,  or  any  other  meeting. 

The  Chairman.  Could  you  have? 

Mr.  Penick.  It's  possible  but  I  don't  recall  it. 

The  Chairman.  OK.  Now,  we're  making  some  progress — do  you 
know  Margaret  Eldridge? 

Mr.  Penick.  Yes,  sir. 

The  Chairman.  She  was  an  employee  of  yours  at  that  time? 

Mr.  Penick.  I  was  not  her  supervisor,  no,  sir.  She  worked  for 
Twin  City  Bank. 

The  Chairman.  Did  you  know  that  she  had  a  personal  relation- 
ship with  Mrs.  Clinton? 

Mr.  Penick.  I  knew  she  was  a  friend  of  Mrs.  Clinton,  yes,  sir. 

The  Chairman.  Thank  you. 

Mr.  Giuffra.  Ms.  Eldridge,  while  you  were  at  Twin  City  Bank, 
did  you  ever  lobby  Governor  Clinton  or  a  member  of  his  staff? 

Ms.  Eldridge.  Lobby? 

Mr.  Giuffra.  Yes. 

Ms.  Eldridge.  No,  sir. 

Mr.  Giuffra.  Did  you  ever  attempt  to  arrange  meetings  between 
senior  bank  officers  and  the  Governor  or  members  of  his  staff? 

Ms.  Eldridge.  In  my  deposition,  there  were  some  notes  that 
showed  that  I  arranged  for  a  luncheon  with  Betsey  Wright  and 
Terry  Renaud. 

Mr.  Giuffra.  Do  you  recall  arranging  that  luncheon? 

Ms.  Eldridge.  I  remember  arranging  a  luncheon  with  Terry 
Renaud  and  Betsey  Wright.  I  didn't  recall,  and  I  still  don't  recall, 
the  content  of  the  meeting. 

Mr.  Giuffra.  Mr.  Renaud,  was  he  your  boss? 

Ms.  Eldridge.  Right. 

Mr.  Giuffra.  He  was  the  Chairman  of  the  bank? 

Ms.  Eldridge.  Yes,  sir. 

Mr.  Giuffra.  Betsey  Wright  was  Chief  of  Staff  of  the  Governor? 

Ms.  Eldridge.  Yes,  sir. 

Mr.  Giuffra.  You  don't  recall  anything  more  about  this  particu- 
lar meeting? 

Ms.  Eldridge.  No,  sir. 

Mr.  Giuffra.  Let's  put  on  the  Elmo  JRTS  2.  What  I  would  like 
to  do  now  is  go  through  some  of  the  history  of  the  1988  bank 
branching  legislation.  This  document  was  produced  to  the  Commit- 
tee by  Mr.  Tisdale,  Document  Custodian  for  the  Gubernatorial  pa- 
pers. And  it  notes  Sam  Bratton,  then  Counsel  to  the  Governor  and 
a  member  of  the  Governor's  staff  was  most  involved  in  banking  leg- 
islation. 
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Now,  Mr.  Penick,  did  you  know  a  man  named  Bo  Carvill? 

Mr.  Penick.  Yes,  sir,  I  know  Mr.  Carvill. 

Mr.  Giuffra.  At  this  period  in  1988,  was  he  the  head  of  the  Ar- 
kansas Bankers  Association? 

Mr.  Penick.  I  believe  he  was  Executive  Director,  yes,  sir,  of  the 
Arkansas  Bankers  Association. 

Mr.  Giuffra.  Who  is  Mr.  Hartsfield? 

Mr.  Penick.  Mr.  Hartsfield,  President  of  a  bank  in  Searcy. 

Mr.  Giuffra.  Was  he  Senior  Officer  of  the  Bankers  Association? 

Mr.  Penick.  Yes,  sir. 

Mr.  Giuffra.  Again,  the  Bankers  Association  was  probably  the 
preeminent  trade  association  for  banks  in  Arkansas? 

Mr.  Penick.  It  had  the  greatest  number  of  members,  yes,  sir. 

Mr.  Giuffra.  Do  you  recall  discussing  with  either  Mr.  Carvill  or 
Mr.  Hartsfield  Twin  City's  position  with  regard  to  whether  there 
should  be  a  special  legislative  session  to  consider  banking  legisla- 
tion? 

Mr.  Penick.  I  did  probably  discuss  it  with  both  of  them,  yes,  sir. 

Mr.  Giuffra.  This  memo  says  "BC/Bo  Carvill,  W.  Hartsfield." 
This  is  a  meeting  held  on  January  25,  1988.  It  states  on  the  first 
line,  "Opposition — TCB,  Walton  Banks,  Union,  maybe  Bowen — said 
his  will  probably  oppose."  This  is  a  question  as  to  whether  there 
should  be  a  special  session.  Do  you  recall  Twin  City  Bank  being  op- 
posed to  a  special  session  of  the  legislature  back  in  January  1988, 
as  reflected  in  this  note  of  Mr.  Bratton? 

Mr.  Penick.  No,  sir.  Our  reservation  at  the  time  was,  as  I  testi- 
fied to  I  think  earlier,  that  there  was  a  provision 

Mr.  Giuffra.  This  is  the  300-foot  provision? 

Mr.  Penick.  Yes,  sir.  And  we  weren't  opposed  to  the  legislation, 
but  we  were  opposed  to  any  legislation  that  would  have  that  re- 
strictive provision  in  it. 

Mr.  Giuffra.  Let's  put  up  another  document  from  Mr.  Tisdale. 
It  bears  Bates  number  496.  This  is  a  note  from  Ms.  Wright  to  Gov- 
ernor Clinton  dated  4/19/88.  Ms.  Eldridge,  this  memo  reflects  the 
lunch  that  you  had  arranged  with  Mr.  Renaud. 

Ms.  Eldridge.  Yes,  sir. 

Mr.  Giuffra.  I'll  just  read  some  of  the  memo.  It  begins,  "I  had 
lunch  with  Terry  Renaud  and  Margaret  Davenport  today."  Then 
going  down  to  the  bottom  of  the  first  paragraph,  "I  knew  that  if 
Terry  Renaud  asked  her  to  set  up  the  lunch  with  me,  I  had  to  do 
it  for  her."  You  had  been  considered  for  Bank  Commissioner,  I 
gather;  right? 

Ms.  Eldridge.  Yes,  sir. 

Mr.  Giuffra.  Now  in  the  third  full  paragraph,  it  says: 

1.  Terry  says  there  is  no  way  to  declare  this  a  'State'  emergency.  Most  of  the  ele- 
ments of  the  Omnibus  Bill  will  pass  in  the  January  session  regardless  of  the  State- 
charted  S&L  issue. 

Then  going  down, 

4.  Terry  says  if  he  were  in  an  S&L,  he  would  move  in  with  resentment  that  bank- 
ers were  utilizing  one  of  their  provisions  to  bargain  their  own  deal. 

Then  there  is  a  discussion  of  the  dual-banking  system.  On  the 
next  page: 
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6.  He,  and  he  says  other  like-minded  bankers,  are  unwilling  to  be  overt  in  opposi- 
tion to  this  bill;  he  doesn't  oppose  it.  He  says  there  is  no  emergency  and  it  will  be 
a  donnybrook,  no  matter  how  many  legislators  say  they  are  for  the  bill. 

8.  He  is  fearful  that  a  donnybrook  in  a  visible  special  session  will  seriously  impair 
what  he  believes  the  big  crisis  to  banks  to  be:  going  to  the  people  to  change  the 
usury  rate. 

Do  you  recall  this  lunch  at  which  Mr.  Renaud  indicated  to  Ms. 
Wright  that  the  Governor  should  not  call  a  special  session? 

Ms.  Eldridge.  Sir,  I  don't  remember  the  content  of  the  luncheon. 
It  was  my  responsibility  to  arrange  the  luncheon.  If  you'll  notice, 
I  am  not  quoted  in  there  anywhere. 

Mr.  Giuffra.  You  attended  the  luncheon? 

Ms.  Eldridge.  I  attended  the  luncheon. 

Mr.  Giuffra.  Mr.  Penick,  did  you  discuss  with  Mr.  Renaud  his 
opposition  to  a  special  session? 

Mr.  Penick.  I  can't  recall. 

Mr.  Giuffra.  Was  he  looking  forward  to  the  special  session?  Was 
it  something  he  was  encouraging,  or  was  Twin  City  Bank  opposed 
to  the  special  session?  You  had  gotten  what  you  wanted  the  prior 
year,  you  had  gotten  the  branching  into  Little  Rock;  correct? 

Mr.  Penick.  No,  no,  sir. 

Mr.  Giuffra.  Was  Twin  City  Bank  in  favor  of  the  special  session 
in  April  1988? 

Mr.  Penick.  I  think  we  were  favorable  to  a  special  session  if  it 
would  help  break  down  the  banking  branch  restrictions. 

The  Chairman.  The  light  is  on. 

Mr.  Giuffra.  I'll  come  back  to  this. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  If  there  is  a  notion  here  that  a  special  session 
called  in  1988  was  a  quid  pro  quo  for  extending  a  1987  loan.  A  loan 
that  had  been  on  the  books  since  1978,  had  been  paid  down  from 
$186,000  to  $36,000.  Maybe  somebody  here  could  answer  that  ques- 
tion directly,  if  that  seems  to  be  a  point  of  relevance. 

Is  there  some  connection  between  the  1988  special  session  of  the 
legislature  of  Arkansas  and  the  1987  extension  of  the  Whitewater 
loan  in  your  view,  Mr.  Strange? 

Mr.  Strange.  None. 

Mr.  Ben-Veniste.  Mr.  Penick. 

Mr.  Penick.  No,  sir,  not  in  the  least. 

Mr.  Ben-Veniste.  Do  you  have  any  idea  of  what  connection  that 
could  be,  Ms.  Eldridge? 

Ms.  Eldridge.  I  don't  have  any  idea  what  connection  this  has 
with  anything. 

Mr.  Ben-Veniste.  Ms.  Eldridge,  you  indicated  that  you  did  not 
contact  Ms.  Clinton  about  providing  a  financial  statement.  Are  you 
quite  clear  in  your  recollection? 

Ms.  Eldridge.  Yes,  sir,  I'm  very  clear  in  my  recollection. 

Mr.  Ben-Veniste.  Mr.  Penick,  you  are  quite  clear  in  your  recol- 
lection that  you  did  contact  Mrs.  Clinton? 

Mr.  Penick.  I  know  I  wrote  a  letter,  yes,  sir,  to  Mrs.  Clinton. 

Mr.  Ben-Veniste.  Ms.  Eldridge,  was  it  common  knowledge,  in 
the  bank  in  1987,  that  you  were  friends  with  Mrs.  Clinton? 

Ms.  Eldridge.  Yes,  sir. 
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Mr.  Ben-Veniste.  So  is  it  possible  that  Mr.  Proctor,  heard  about 
that  connection  and  having  heard  there  was  a  request  for  a  finan- 
cial statement,  that  he  may  have  thought  erroneously  that  you 
were  the  person  to  contact  Mrs.  Clinton? 

Ms.  Eldridge.  I  can't  comment  on  Mr.  Proctor's  thoughts. 

Mr.  Ben-Veniste.  What  any  of  this  has  to  do  with  the  price  of 
beans  certainly  mystifies  me  as  it  relates  to  who  might  have  con- 
tacted Mrs.  Clinton  to  provide  a  financial  statement  which  was  pro- 
vided and  yet  it  was  unnecessary  in  terms  of  the  approval  of  this 
loan  which  had  been  paid  down  to  this  magisterial  sum  of  $36,000. 

Senator  Sarbanes.  Was  this  loan  paid  off,  eventually? 

Mr.  Penick.  Yes,  sir,  it  was. 

Senator  Sarbanes.  In  its  entirety? 

Mr.  Penick.  Yes,  sir,  all  principal  and  interest  was  collected. 

Senator  Sarbanes.  All  the  interest  was  paid  on  it  as  well? 

Mr.  Penick.  That's  correct. 

Senator  Sarbanes.  In  this  period  they're  asking  about,  what  was 
the  amount  of  the  loan? 

Mr.  Strange.  Roughly  $36,000  as  I  recall. 

Senator  Sarbanes.  What  was  it  at  the  outset? 

Mr.  Strange.  $180,000-plus. 

Senator  Sarbanes.  So  at  this  point  it  had  been  paid  down  from 
$180,000  to  $36,000? 

Mr.  Strange.  That's  correct. 

Senator  Sarbanes.  Subsequently  it  was  completely  paid  off? 

Mr.  Strange.  Yes. 

Senator  Sarbanes.  All  the  interest  accruing  to  it  was  paid? 

Mr.  Strange.  That's  correct,  yes. 

Senator  Sarbanes.  Thank  you. 

Mr.  Ben-Veniste.  I'd  be  prepared  to  cede  back  the  time  to  see 
whether  we  can  develop  some  relevance  to  this. 

The  Chairman.  I  think  there  is  some  relevance  here.  Let  me  tell 
you,  this  is  not  just  in  a  vacuum.  I'm  not  saying  that  anything  was 
done  more  or  less  than  what  Mr.  Proctor  and  what  Mr.  Dewey  have 
said.  It  seems  to  me  their  testimony  has  not  been  refuted.  What 
we  have  is  a  case  where  you,  Mr.  Penick,  say  you  don't  recall.  You 
think  they  made  this  up,  the  fact  that  you  said  we'll  get  hold  of 
Margaret  and  have  her  call?  Do  you  think  they  really  made  that 
up,  both  of  them  independently,  each  of  them  being  deposed  inde- 
pendently? 

Mr.  Penick.  No,  sir,  I  don't  think  so,  but  it  would  be  abnormal 
for  them  to  be  in  a  meeting  where  I  was  at  the  bank.  I  was  Chair- 
man of  the  Board  of  the  bank  and  was  not  a  member  of  the  officers 
loan  committee  or  directors  loan  committee,  and  rarely  would  they 
come  to — it's  possible,  but  rarely  would  those  two  junior  officers 
come  and  talk  about  a  loan  to  the  full  board. 

The  Chairman.  Maybe  because  it  was  a  loan  you  were  concerned 
about,  there  was  some  relevance.  Maybe  you  were  concerned,  that 
given  the  fact  that  it  was  the  Governor  and  you  didn't  want  to 
press  him — how  do  you  press  and  say  we  need  this  personal  thing 
and  we  don't  want  this  red  flag  to  stand  up?  The  fact  of  the  matter 
is  that  you  did  have  a  relationship  with  the  Governor,  didn't  you, 
and  no  one  says  that's  wrong  but  you  had  a  relationship? 

Mr.  Penick.  Yes,  sir,  I  knew 
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The  Chairman.  My  gosh,  you  knew  him  from  your  work  with  the 
chamber,  and  banking  legislation,  et  cetera.  I  think  we  become  so 
defensive.  Wouldn't  you  be  concerned?  Isn't  it  a  difficult  thing  to 
approach  someone  in  a  high  position,  even  if  you  have  a  relation- 
ship? To  say  look,  we  need  your  financial  documents.  We  need  it 
because  this  loan  wasn't  in  compliance.  You  had  to  have  that  par- 
ticular financial  statement  and  that's  a  fact. 

We  had  both  Mr.  Proctor  and  Mr.  Dewey,  and  they're  junior  offi- 
cers, saying  they  have  a  problem.  Pretty  logical  as  to  why  they 
would  bring  it  up  and  say  this  is  a  problem.  You  say,  OK,  we'll  see 
if  we  can't  get  it.  And  the  information  did  come.  But  it  is  relevant 
and  it  is  not  something  that  someone  mystically  created.  We  didn't 
create  it.  It  happened. 

Now  let's  keep  going. 

Mr.  Giuffra.  Mr.  Strange 

Senator  Sarbanes.  I  just  want  to  be  clear,  Mr.  Penick.  As  I  un- 
derstand it,  you  did  contact  Mrs.  Clinton  about  providing  this 
statement;  isn't  that  right? 

Mr.  Penick.  Senator,  I  did  write  her  a  letter. 

Senator  Sarbanes.  So  you  don't  dispute  that? 

Mr.  Penick.  No,  sir,  never  have. 

The  Chairman.  And  there's  no  reason  to  dispute  or  suggest  that 
these  two  men  who  you  knew  to  be  honorable  employees,  you  never 
had  any  difficulty  with  them,  did  you,  with  Mr.  Dewey? 

Mr.  Penick.  No,  sir,  I  did  not.  Never  have. 

The  Chairman.  Does  he  still  work  there?  I  don't  know  whether 
he  does  or  not. 

Mr.  Penick.  I  don't  know 

Mr.  Strange.  He  does  not. 

The  Chairman.  You  never  had  any  problem  with  him  in  terms 
of  his  honesty,  ethical  conduct  or  anything,  did  you,  Mr.  Strange? 

Mr.  Strange.  No. 

Senator  Sarbanes.  Did  you  say  that  he  does  or  doesn't  work 
there  now? 

Mr.  Strange.  He  does  not. 

Mr.  Ben-Veniste.  Mr.  Chairman,  maybe  one  thing  could  be  clari- 
fied as  to  where  they  work.  I  know  there's  an  implication  that  they 
worked  in  the  same  building  or  the  same  town  cr  locale. 

The  Chairman.  But  the  fact  is  he  testified  that  he  was  there  and 
that  Ed  brought  this  up  and  they  both  remember  this  with  specific- 
ity. Now,  you  don't  recall  it,  and  that's  OK,  but  to  suggest  that 
somehow  these  fellows  just  invented  this,  when  they  had  no  reason 
to  invent  this. 

Ms.  Eldridge,  you  were  a  friend  of  Ms.  Clinton's;  isn't  that  true? 

Ms.  Eldridge.  Yes,  sir. 

The  Chairman.  Let's  continue. 

Senator  Sarbanes.  I  think  Ms.  Eldridge  said  that  she  never  dis- 
cussed this  with  Mrs.  Clinton,  didn't  you? 

Ms.  Eldridge.  That's  exactly  right. 

Senator  Sarbanes.  Well,  these  fellows  may  have  thought  that 
Mr.  Penick  was  going  to  get  Ms.  Eldridge  to  do  it.  Apparently  Mr. 
Penick  wrote  her  a  letter  himself. 

The  Chairman.  From  the  testimony  of  these  two  gentlemen  yes- 
terday, Mr.  Proctor  and  Mr.  Dewey,  Mr.  Penick  said  at  this  meet- 
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ing,  this  was  a  conversation  that  took  place,  and  there  was  some 
concern.  My  gosh,  the  facts  are  irrefutable,  that  that  financial  doc- 
umentation was  not  there;  is  that  correct?  It  wasn't  there;  is  that 
correct? 

Mr.  Penick.  Yes,  sir,  that's  correct. 

The  Chairman.  It  had  come  in  late  on  a  number  of  prior  occa- 
sions. It  took  a  little  bit  of  doing  to  get  it  there;  is  that  correct,  Mr. 
Penick? 

Mr.  Penick.  I  did  not  administer  the  loan.  No,  sir,  I  don't  know. 

The  Chairman.  That's  the  testimony 

Mr.  Ben-Veniste.  Mr.  Chairman,  I  thought  Mr.  Proctor's  testi- 
mony was  that  no  one  told  him  that  such  a  contact  had  been  made. 
He  understood  that  there  was  a  friendship,  and  it  had  been  dis- 
cussed, but  not  that  somebody  told  him  Ms.  Eldridge  had  contacted 
Mrs.  Clinton. 

The  Chairman.  Mr.  Ben-Veniste,  I  understand  that,  but  what  we 
have  are  two  junior  officers  who  the  pressure  was  on  to  see  to  it 
that  the  documentation  was  in,  not  only  in  this  case  but  also  in  all 
of  the  matters  that  they  had,  because  the  regulators  were  cracking 
down.  They  were  going  from,  you  might  say,  business,  do  whatever 
you  want  to,  to  coming  in  looking  and  supervising  in  a  much  tight- 
er manner.  That  was  the  history  of  what  was  taking  place,  and  not 
just  at  your  institution. 

So  the  fact  of  the  matter  is  this  was  obviously  a  concern.  Other- 
wise you  wouldn't  have  written  a  letter,  would  you,  Mr.  Penick? 
You  don't  generally  write  letters  to  people  to  say  get  your  financial 
documentation  in,  did  you? 

Mr.  Penick.  Yes,  sir. 

The  Chairman.  You  did? 

Mr.  Penick.  Yes,  sir. 

The  Chairman.  That  was  a  general  thing  that  you  did? 

Mr.  Penick.  Where  I  could  help  provide  document 

The  Chairman.  Where  you  could  help?  It  wasn't  a  general  policy 
for  you  to  do  that.  Didn't  your  junior  loan  officers  and  other  people 
do  that?  Don't  stretch  the  imagination  now. 

Mr.  Penick.  Senator,  I'm  explaining.  If  I  could  assist  with  docu- 
mentation, I  would  be  pleased  to  do  so. 

The  Chairman.  If  you  could  assist.  It  wasn't  a  general  practice 
for  you  to  be  the  person  to  indicate  to  someone  that  they  didn't 
have  loan  documentation  in,  was  it? 

Mr.  Penick.  No,  sir,  it  was 

The  Chairman.  OK. 

Senator  Sarbanes.  Let  him  finish. 

The  Chairman.  I  let  him  finish. 

Senator  Sarbanes.  Let  him  finish. 

The  Chairman.  Wait  a  minute,  Senator.  On  your  time  do  your 
thing.  Don't  tell  me  how  to  conduct  myself.  He  knows  he's  pushing 
that  point. 

Senator  Sarbanes.  Well 

The  Chairman.  It  was  not  a  general  practice  for  you  to  send  a 
letter  to  people  who  were  delinquent,  as  it  related  to  their  financial 
statement.  That  you,  as  the  Chairman  of  the  Board,  got  on  the 
phone  or  sent  a  letter  out?  Was  it  a  general  practice?  Yes  or  no? 

Mr.  Penick.  No,  sir. 
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The  Chairman.  Thank  you.  We  didn't  have  to  go  through  all 
that.  If  you  had  been  more  responsive,  I  wouldn't  have  to  do  that. 
I  asked  you  that  before.  Save  it  for  your  counsel.  Don't  play  games 
with  us. 

Mr.  Penick.  I  am  not,  Senator,  I  am  just  trying  to  tell  you  the 
truth. 

The  Chairman.  Wait  a  minute,  Senator,  you  can  make  your  ob- 
servation on  your  time. 

Senator  Sarbanes.  I'm  not  going  to  sit  here  and  let  you  browbeat 
the  witness.  Let  him  give  a  complete  answer. 

The  Chairman.  You  know  something,  Senator,  the  fact  of  the 
matter  is  we  have  gone  through  this  now.  If  he  had  been  respon- 
sive instead  of  trying  to  hedge  and  said  well,  when  I  can  be  of  as- 
sistance, you  knew  what  we  were  getting  at. 

Senator  Sarbanes.  If  I  was  being  browbeaten  this  way,  I  would 
be  very  careful  about  my  answer  too.  I  think  this  witness  ought  to 
be  given  a  chance  to  develop  a  fuller  answer  if  he  wants  to  do  so. 

The  Chairman.  And  he  has  been. 

Senator  Sarbanes.  No,  he  hasn't.  He  has  been  denied  that  just 
now.  There's  no  question  about  that. 

The  Chairman.  Senator,  that's  your  interpretation. 

Senator  Sarbanes.  I  think  that  it's  the  interpretation  of  anyone 
watching  this  proceeding. 

The  Chairman.  I'll  tell  you  something.  Anyone  watching  the  pro- 
ceeding would  see  that  there  have  been  less  than  candid  responses, 
testifying  to  the  whole  truth  instead  of  attempting  to  play  games. 

Senator  Sarbanes.  I  don't  think  they're  trying  to  play  games. 
They're  trying  to  give  straight  answers. 

The  Chairman.  No,  I  don't  think  so.  I  think  there  has  been  a 
holding  back  in  a  number  of  cases  and  it  was  totally  unnecessary. 
It  is  not  a  fair  and  accurate  response  for  somebody,  the  Chairman 
of  the  Board,  or  the  President,  to  say  or  imply  that  he  would  regu- 
larly send  out  these  notifications  when,  indeed,  it  was  only  in  spe- 
cial circumstances.  Let's  not  kid  ourselves. 

Senator  Sarbanes.  Let  him  answer  that  question. 

The  Chairman.  When  you  get  to  it  on  redirect,  you  can  do  that. 

Senator  Sarbanes.  I  certainly  will,  but  I  do  think,  Mr.  Chair- 
man, in  all  fairness  you  should  do  that  when  you're  asking  the 
questions  yourself.  I  mean,  this  notion,  well,  I'm  going  to  shout  at 
him  and  browbeat  him  and  cut  him  off,  and  then  when  you  get 
your  turn,  they  can  have  a  chance  to  answer  the  question. 

The  Chairman.  Well,  you  know,  Senator,  you  are  doing  that  to 
me.  I  do  not  do  that  to  you,  and  when  the  witness 

Senator  Sarbanes.  On  occasion,  Mr.  Chairman.  On  occasion. 

The  Chairman.  Well,  on  occasion,  but  you  do  it  more  regularly 
and  I  don't  think  it's  necessary.  I  said  to  the  witness  before,  let's 
be  a  little  more  forthcoming.  He  did  it  with  the  business  about  the 
300  feet,  I  would  suggest  he  was  playing  games  and  he  is  playing 
games.  I  characterize  it  as  playing  games  and  being  less  than  fully 
responsive  to  the  questions. 

Mr.  Giuffra. 

Mr.  Giuffra.  Let's  go  back  to  the  1988  branching  legislation.  We 
know  on  January  25,  1988,  there  was  a  meeting  with  Governor 
Clinton,  Mr.  Carvill,  and  Mr.  Hartsfield  of  the  Bankers  Association 
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in  which,  at  least  according  to  Mr.  Bratton's  notes,  it  indicates  the 
Twin  City  Bank  was  opposed  to  the  special  session  that  would  con- 
sider the  Omnibus  Bank  Bill. 

Then  we  have  this  luncheon  on  April  19,  1988,  arranged  by  Ms. 
Eldridge,  at  which  the  Chairman  of  Twin  City  Bank,  Mr.  Renaud, 
attends  a  meeting  with  the  Governor's  Chief  of  Staff  and  indicates 
that  Twin  City  would  prefer  that  the  Governor  not  declare  a  special 
session  to  consider  this  Omnibus  Bank  Bill. 

Let  us  turn  to  another  document.  Let  us  turn  to  the  document 
bearing  Bates  number  JRTS491.  This  is  a  "Memorandum — From: 
Sam  Bratton.  To:  Governor/Betsey  Wright.  Date:  April  25,  1988. 
Subject:  Special  Session."  It  says: 

Bowen  called  this  morning  to  inquire  about  as  to  what  I  thought  were  the  possi- 
bilities for  a  special  session.  His  assessment  based  on  discussions  primarily  with 
First  Commercial's  correspondent  banks  is  that  an  overwhelming  majority  of  the 
banks  out  in  the  State  are  expressing  support  for  the  proposed  legislation,  but  that 
many  of  them  are  "paying  Up  service"  to  agreeing  and  continue  to  gripe  about  var- 
ious specific  provisions  of  the  bill  and  that  most  of  them  are  not  really  working  that 
hard  on  their  legislators. 

This  is  the  key  sentence: 

He  also  said  it  was  his  impression  that  TCB  [Twin  City  Bank]  is  attempting  "to 
be  a  spoiler." 

Again,  Mr.  Penick,  is  that  accurate?  This  rendition  from  the  Gov- 
ernor's Counsel  to  the  Governor  and  the  Governor's  Chief  of  Staff, 
that  Twin  City  Bank  was  attempting  to  be  a  spoiler  with  regard 
to  the  Omnibus  Banking  Bill  in  1988? 

Mr.  Penick.  No,  sir,  I  didn't  view  our  position  that  way  at  all. 

Mr.  GlUFFRA.  Let's  turn  to  the  next  document  which  is  another 
document  from  Governor  Clinton,  JRTS  142.  This  is  a  letter  from 
Mr.  Penick  to  Marlin  Jackson.  Do  you  have  that  letter,  sir? 

Mr.  Penick.  Yes,  sir. 

Mr.  GlUFFRA.  Do  you  recall  writing  this  letter  to  Mr.  Jackson? 

Mr.  Penick.  I'm  sorry,  I  have  the  wrong  letter. 

Mr.  GlUFFRA.  This  is  the  May  23,  1988  letter. 

Mr.  Penick.  I  found  it,  yes,  sir. 

Mr.  GlUFFRA.  Do  you  recall  writing  this  letter  to  Mr.  Jackson? 

Mr.  Penick.  Yes,  I  do. 

Mr.  GlUFFRA.  Mr.  Jackson  at  this  point  is  at  First  State  and 
Bank  Trust  Company  in  Conway,  Arkansas  according  to  your  let- 
ter; is  that  right? 

Mr.  Penick.  I  assume  so. 

Mr.  GlUFFRA.  He  had  formerly  been  the  Bank  Commissioner? 

Mr.  Penick.  That's  right. 

Mr.  GlUFFRA.  Why  did  you  write  the  letter  to  Mr.  Jackson? 

Mr.  Penick.  This  is  a  letter  that  went  to  all  bankers  in  the  State. 
It  was  stating  our  position  with  respect  to  the  special  session,  and 
the  bill  that  was  going  to  be  call  the  Omnibus  Banking  Bill. 

Mr.  Giuffra.  Let's  look  at  the  second  full  paragraph,  I'll  read 
that  into  the  record.  "TCB  does  not  oppose  the  bill.  Our  reluctance 
is  based  on  the  effect  of  one  part  of  the  bill  that  seems  directed 
solely  at  us  and  this  litigation."  Now  what  was  the  part  of  the  bill 
that  you  thought  was  directed  solely  at  Twin  City  Bank? 

Mr.  Penick.  This  was  the  litigation  we  spoke  of  earlier,  about 
First  Commercial  objecting  to  our  branch  which  was  in  300  feet, 
which  was  passed  and  permitted  within  Act  539. 
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Mr.  GlUFFRA.  Your  main  concern,  as  expressed  in  this  letter,  was 
this  300-foot  branches  limitation;  is  that  right? 

Mr.  Penick.  Yes,  sir,  we  didn't  oppose  the  bill. 

Mr.  GlUFFRA.  I  will  read  the  last  paragraph,  the  second  page  of 
the  letter.  You  are  proposing  some  legislative  language  to  Mr.  Jack- 
son; right? 

Mr.  Penick.  Yes,  sir,  and  others  that  received  the  letter. 

Mr.  GlUFFRA.  It  reads: 

As  initially  stated  in  this  letter,  TCB  wants  to  support  the  proposed  bill.  However, 
we  must  have  reliable  assurance  that  the  wording  'grandfathers  in'  any  operating 
branch.  We  appeal  to  your  sense  of  fairness  and  ask  for  your  support  to  enable  TCB 
to  fully  and  actively  support  this  bill  by  contacting  your  legislators  and  securing 
their  commitment  to  adopt  a  grandfather  provision  that  states. 

Then  it  provides  the  grandfather  provision;  right? 

Mr.  Penick.  Yes,  sir. 

Mr.  GlUFFRA.  Again,  your  concern  is  you  really  need  this  one  spe- 
cific provision  that  will  allow  your  bank  to  keep  its  branch  in  the 
Capitol  Building? 

Mr.  Penick.  Yes,  sir.  There  were  other  branches  too  that  may  or 
may  not  be  in  jeopardy  that  we  were  operating.  We  were  trying  to 
grandfather  all  of  them  in  that  were  passed  under  539. 

Mr.  Giuffra.  You  were  looking  for  a  specific  provision  that 
would  grandfather  your  bank? 

Mr.  Penick.  We  wanted  that  in  the  bill;  we  thought  it  was  fair, 
yes,  sir. 

Mr.  GlUFFRA.  Let's  turn  to  a  document,  JRTS  141.  We  looked  at 
this  document  before  the  lunch  break.  This  is  the  note  that  was 
sent  to  Governor  Bill  Clinton.  The  Chairman  focused  your  attention 
on  the  first  paragraph;  I  would  like  to  focus  your  attention  on  the 
second  paragraph. 

Mr.  Penick.  Mr.  Giuffra,  which  one  are  you  talking  about? 

Mr.  Giuffra.  I'm  talking  about  the  June  6,  1988  note. 

Mr.  Penick.  The  date  on  our  copy  is  illegible.  Is  this  it? 

Mr.  Giuffra.  This  is  another  document  we  received  from  Gov- 
ernor Clinton's  files.  This  is  the  document  that  says: 

Bill,  the  attached  copy  is  revised  slightly  from  the  previous  one  you  have  been 
furnished.  I've  highlighted  the  two  changes  for  your  information. 

In  an  additional  note,  on  6-1,  the  Arkansas  Association  of  Bank  Holding  Compa- 
nies Board  of  Directors  adopted  this  position.  A  formal  notice  will  come  from  that 
organization  shortly. 

Do  you  recall  trying  to  get  support  of  the  Arkansas  Association 
of  Bank  Holding  Companies  for  your  particular  grandfathering  pro- 
vision? 

Mr.  Penick.  I  think  they  were  pretty  supportive  of  the  bill  that 
we  were  trying  to  get  passed,  yes,  sir. 

Mr.  Giuffra.  Do  you  recall  the  Association  of  Bank  Holding 
Companies  was  willing  to  support  your  provision  which  would  be 
this  grandfathering  of  banks  within  300  feet? 

Mr.  Penick.  I  don't  specifically  recall,  no,  sir. 

Mr.  Giuffra.  But  doesn't  this  letter  suggest  that  you  had  gone 
out  and  gotten  the  Association  to  support  this  particular  provision? 

Mr.  Penick.  Well,  I  don't  know  that  that  provision  is  what's  ref- 
erenced in  this  note. 

Mr.  Giuffra.  This  was  the  only  provision,  according  to  your  let- 
ter to  Mr.  Jackson,  and  to  other  bankers,  as  you  testified  on  May 
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23rd.  You  indicated  that  your  concern  with  this  legislation  was 
with  regard  to  this  300-foot  branch  restriction;  right? 

Mr.  Penick.  Yes,  sir. 

Mr.  GlUFFRA.  So  the  next  letter,  less  than  2  weeks  later,  to  the 
Governor,  talks  about  the  provision  that  you  wanted  in  the  bill  and 
how  the  Association  of  Bank  Holding  Companies  was  supporting 
your  position  with  regard  to  presumably  the  300-foot  branch  re- 
striction. 

Now  on  7/5,  we  have  the  handwritten  note  that  you  were  unsure 
as  whether  it  went  to  Governor  Clinton,  but  you  thought  it  had 
gone  to  the  Bank  Commissioner.  Then  on  7/5,  we  have  the  note 
JRTS  195  and  let's  put  that  back  up.  That's  the  memorandum  from 
Betsey  to  the  Governor  dated  July  5,  1988.  Re:  Bankers  Bill,  cc: 
Sam  Bratton,  who  was  the  person  at  the  Governor's  office  respon- 
sible for  this  particular  piece  of  legislation. 

I  think  this  is  a  very  important  memo  to  look  at,  because  this 
memo  read  in  connection  with  the  handwritten  note  dated  the 
same  date  of  7/5  in  which  you  thank  Bill,  and  we  don't  know  who 
Bill  is — although  the  only  document  we  got  was  from  Governor 
Clinton's  files. 

It  has  been  reported  to  me  your  assistance  on  the  Omnibus  Bankers  Bill  and  the 
300-foot  provision  and  I  wanted  to  relay  our  appreciation  for  taking  this  stand. 
Terry  and  I  can't  understand  why  Mr.  Bowen  [your  competitor  from  First  Commer- 
cial] feels  so  threatened  by  our  little  office  in  Capital  Tower. 

Then  on  the  same  day,  we  have  this  memo  from  Betsey  to  the 
"Gov"  which  says: 

Neither  Sam  nor  I  understands  what  your  next  step/follow-up  with  Bill  Bowen  is 
on  the  300-foot  issue. 

The  bill  which  is  being  delivered  to  this  office  in  the  morning  by  the  Bankers  As- 
sociation/Bill Ford  does  not  contain  the  300-foot  provision  based  on  their  conversa- 
tion with  you  this  morning. 

This  memo,  by  any  reasonable  measure,  seems  to  indicate  that 
Governor  Clinton  spoke  to  the  Bankers  Association  and/or  the 
Bank  Commissioner  and  told  them  that  he  did  not  want  the  next 
version  of  the  Omnibus  Bank  Bill  to  contain  the  300-foot  limitation. 
Isn't  that  the  most  fair  reading  of  this  particular  memo,  sir? 

Mr.  Penick.  Would  you  state  that  again?  I'm  sorry.  I  didn't  fol- 
low it. 

Mr.  GlUFFRA.  Let's  focus  on  the  last  sentence  of  the  memo. 

The  bill  which  is  being  delivered  to  this  office  in  the  morning  by  the  Bankers  As- 
sociation/Bill Ford  does  not  contain  the  300-foot  provision  based  on  their  conversa- 
tion with  you  this  morning. 

This  is  a  memo  from  Betsey  Wright  to  Governor  Clinton.  The 
only  reasonable  interpretation  of  that  sentence  is  that  Governor 
Clinton  spoke  to  the  Bankers  Association  and/or  the  Bank  Commis- 
sioner, Mr.  Ford,  and  told  him  he  did  not  want  the  new  version  of 
the  Omnibus  Bank  Bill  to  contain  the  300-foot  provision;  right? 

Mr.  Penick.  Yes,  sir,  I  think  that  would  be  consistent  with  my 
handwritten  note,  I  assume  it  to  be  to  Bill  Ford  on  July  5th. 

Mr.  Giuffra.  The  point  is — I  know  Mr.  Ben-Veniste  is  giving  us 
side  chatter. 

The  Chairman.  Now  wait.  Mr.  Ben-Veniste  is  not.  That's  not 
right.  We  are  over  time.  Continue.  Make  your  point. 

Mr.  GlUFFRA.  The  point  is  this  memo  clearly  demonstrates  that 
the  Governor  did  intervene  to  remove  the  300-foot  provision  from 
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the  legislation  as  your  bank  wanted.  And  your  bank  was  the  only 
bank  that  was  going  to  benefit  from  the  elimination  of  this  provi- 
sion. I  mean,  this  was  the  thing  you  had  been  lobbying  for  starting 
in  January.  You  had  written  a  letter  to  every  banker  in  the  State 
about  this  provision  on  May  23,  1988,  and  then  by  July  5th,  the 
Governor  has  taken  care  of  it  for  you. 

Mr.  Penick.  That's  not  the  way  I  interpret  it,  no,  sir. 

The  Chairman.  You  can  interpret  it  and  then  we  are  going  to  go 
to  Mr.  Ben-Veniste.  If  you  have  some  kind  of  interpretation,  Mr. 
Penick,  that  can  clear  it  up,  you  can  tell  me,  because  I  am  lost. 

Mr.  Giuffra.  Let's  turn  to  another  document. 

The  Chairman.  No,  wait.  I  am  going  to  do  this  now. 

Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Penick,  Mr.  Strange,  how  many  times  did 
this  loan  get  extended?  When  did  it  first  get  extended?  It  was  ex- 
tended every  year;  wasn't  it,  wasn't  that  the  way  it  worked? 

Mr.  Strange.  I  don't  recall  the  exact  number  of  times.  It  was  ex- 
tended numerous  times  over  the  life  of  the  loan,  thought. 

Senator  Sarbanes.  Before  we  reach  this  point  that  we  are  talk- 
ing about  here,  this  loan  had  been  extended  previously  more  than 
once,  in  fact,  a  number  of  times;  is  that  correct? 

Mr.  Strange.  Yes,  that  would  be  right. 

Senator  Sarbanes.  On  the  previous  occasions  when  it  was  ex- 
tended, was  there  legislation  in  the  Arkansas  legislature  that  in- 
volved your  bank  and  the  Governor? 

Mr.  Strange.  Not  that  I  am  aware  of. 

Senator  Sarbanes.  No,  I  mean,  what's  being  more  than  just  sug- 
gested here  is  that  this  loan  got  extended  in  this  year  because  of 
this  legislation  that  was  pending.  Now  was  there  any  connection 
between  the  extension  of  the  loan  and  the  legislation? 

Mr.  Penick.  Absolutely  not. 

Mr.  Strange.  None,  none  that  I  know  of  at  all. 

Senator  Sarbanes.  No  basis  on  which  to  assert  that,  is  there? 

Mr.  Strange.  There  is  none. 

Mr.  Penick.  Not  to  my  knowledge,  no,  sir. 

Senator  Sarbanes.  In  fact  the  extension  of  the  loan  was  handled, 
as  in  the  past,  separately;  and  I  take  it  according  to  however  you 
tried  to  do  those  things.  This  legislation  was  something  that  came 
up  in  this  particular  instance  but  hadn't  been  present  before;  isn't 
that  correct? 

Mr.  Penick.  I  believe  so,  yes,  sir. 

Senator  Sarbanes.  Well,  you  know,  I  mean,  they  can  go  round 
and  round  about  this  thing  and  try  to  establish  some  linkage;  but 
I  don't  see  it.  And  I  don't  know  how  long  we  are  going  to  spend 
sort  of  on  this  ring-around-the-rosey. 

Now,  Mr.  Penick,  I  didn't  think  you  had  a  chance  to  fully  respond 
earlier  on  this  volunteering  to  help  collect  documents  for  a  credit 
file.  Was  that  something  you  did  on  occasion? 

Mr.  Penick.  Yes,  sir,  I  did,  but  it  was  not  a  general  practice. 

Senator  Sarbanes.  Not  a  general  practice,  but  do  you  recall 
other  instances  in  which  you  did  it? 

Mr.  Penick.  Oh,  yes,  sir.  Yes,  sir.  I  was  on  numerous  loan  com- 
mittees, and  if  it  was  a  situation  where  I  could  assist,  I  volunteered 
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to  do  that.  It  was  not  a  general  practice,  I  did  not  do  it  every  day, 
but  I  did  it,  and  it  was  not  just  done  in  this  situation. 

Senator  Sarbanes.  In  fact,  in  your  deposition,  you  were  asked: 

Question:  Was  this  the  first  time  you  had  volunteered  to  help  collect  documents 
for  a  credit  file? 

Answer:  No,  sir. 

Question:  T)o  you  recall  the  other  instances  in  which  you  did  it? 

Answer:  They  are  too  numerous  to  recall. 

Question:  So  you  had  done  it  previous  to  this. 

Answer:  I'm  sorry.  I  didn't  hear  you. 

Question:  So  you  had  previously  volunteered  to  help  collect  documents  for  a  credit 
file? 

Answer:  Yes,  sir. 

Mr.  Penick.  That's  correct. 

Senator  Sarbanes.  Well,  I  think  that's  important.  You  didn't  do 
it  in  every  instance,  or  it  wasn't  a  standard  practice,  but  you  did 
it  often  enough  that  it  constitutes  a  number  of  times  in  which  you 
engaged  in  such  activity;  is  that  correct? 

Mr.  Penick.  Yes,  sir,  it  was. 

Senator  Sarbanes.  Is  that  a  fair  way  to  put  it? 

Mr.  Penick.  That's  fair,  yes,  sir. 

Senator  Sarbanes.  Now  is  there  anything  you  want  to  add  at 
this  point? 

Mr.  Penick.  No,  sir,  that  concludes  it. 

Mr.  Ben-Veniste.  From  1978  through  1987,  that's  9  years,  you 
go  forward,  rolling  this  loan  over,  as  we  heard,  on  6-month  or  a 
year  basis  because  that's  the  way  things  were  done  in  Arkansas  at 
that  time,  in  order  to  deal  with  interest  rate  fluctuations.  Sud- 
denly, the  notion  has  been  advanced  that  in  1987,  there  was  a  re- 
quired trade  between  support  by  the  Governor  for  branch  banking 
legislation — passed  80  to  10  by  the  legislature — and  getting  still 
another  loan  renewal.  By  this  time,  the  loan  was  paid  down  to 
$36,000 — the  sales  from  the  lots  and  the  contracts,  fully  servicing 
the  payments  on  the  loan,  and  the  loan  being  further  collateralized 
by  the  remaining  lots  in  the  Whitewater  Development  parcel;  is 
that  fair  to  say? 

Mr.  Penick.  Yes,  sir. 

Mr.  Ben-Veniste.  Mr.  Strange. 

Mr.  Strange.  Yes. 

Mr.  Ben-Veniste.  It  is  interesting  that  the  document  regarding 
your  recollection  of  who  it  was  you  were  writing  to  when  you  wrote 
to  "Bill,  it  has  been  reported  to  me  that  your  assistance  on  the  Om- 
nibus Bankers  Bill  and  the  300-foot  provision,  and  I  wanted  to 
relay  my  appreciation  for  taking  this  stand."  It  is  dated  July  5, 
1988. 

The  memorandum  which  Mr.  Giuffra  just  alluded  to,  from  Betsey 
Wright  to  Governor  Clinton,  regarding  the  Bankers  Bill  is  dated 
exactly  the  same  day,  July  5,  1988.  And  that  memo  says,  "the  bill 
which  is  being  delivered  to  this  office  in  the  morning  by  the  Bank- 
ers Association/Bill  Ford  does  not  contain  the  300-foot  provision 
based  on  their  conversation  with  you  this  morning." 

Therefore,  the  notion  that  the  tie-in  between  your  letter  of  appre- 
ciation to  Bill  Ford,  the  Commissioner,  who  took  a  position  with  re- 
spect to  the  300-foot  question,  whatever  the  heck  that  means,  in 
terms  of  the  price  of  beans,  of  what  this  Committee  is  supposed  to 
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do,  at  any  event,  leads  you  further  to  conclude  that  your  note  was 
written  to  Bill  Ford;  is  that  right? 

Mr.  Penick.  That's  correct,  yes,  sir. 

Mr.  Ben-Veniste.  I  have  nothing  further. 

Mr.  Giuffra.  Let's  put  up  on  the  Elmo  documents  bearing  Bates 
number  JRTS204  and  205.  Mr.  Penick,  you  will  agree  that  300-foot 
branching  restriction  was  important  to  Twin  City  Bank;  right? 

Mr.  Penick.  I'm  sorry,  we  don't  have  the  document  yet. 

Mr.  Giuffra.  We  will  get  it  to  you — 204  and  205.  It  is  a  letter 
from  Mr.  Bowen  of  First  Commercial  to  Governor  Clinton. 

Mr.  Belman.  Counsel,  do  you  have  a  date  for  the  document? 

Mr.  Giuffra.  This  is  the  July  7,  1988  letter. 

The  Chairman.  He  is  giving  it  to  you  right  now. 

Mr.  Giuffra.  Mr.  Penick,  let's  go  back  to  a  question  first.  You 
have  the  letter  in  front  of  you? 

Mr.  Penick.  Yes,  I  do. 

Mr.  Giuffra.  Now,  you  will  agree  that  the  300-foot  branching  re- 
striction was  a  concern  to  Twin  City  Bank;  right? 

Mr.  Penick.  It  was  important,  yes,  sir. 

Mr.  Giuffra.  It  was  important  to  you.  Now,  you  had  even  taken 
the  step  of  writing  a  letter  to  other  bankers  throughout  the  State, 
including  Mr.  Jackson,  seeking  a  grandfather  provision  so  that  you 
could  keep  your  branch  open  in  Capital  Tower;  right? 

Mr.  Penick.  And  other  branches  that  might  come  in 

Mr.  Giuffra.  Other  Twin  City  branches? 

Mr.  Penick.  That's  right. 

Mr.  Giuffra.  You  had  even  been  in  litigation  with  First  Com- 
mercial with  regard  to  the  Act  539;  right? 

Mr.  Penick.  We  were  operating  the  branch  and  First  Commercial 
sued  us  to  stop  it. 

Mr.  Chertoff.  Mr.  Penick,  you  know  what  the  problem  is  here? 
The  problem  is  that  it  is  hard  to  get  a  simple  answer  to  a  simple 
question.  Let  me  be  very  simple.  There  was  a  case  going  on  that 
everybody  in  that  area  in  banking  knew  about.  It  is  discussed  in 
the  letter  to  the  Governor  by  Mr.  Bowen,  the  Chairman  of  your 
competitor,  that  makes  it  clear  that  there  is  an  ongoing  case  chal- 
lenging this  home-rule  provision.  Depending  on  the  outcome  of  the 
case,  you  are  either  going  to  get  to  keep  your  branch  there  or  you 
are  going  to  have  to  move  your  branch. 

This  is  not  a  matter  of  great  momentous  policy.  There  are  no  eco- 
nomic policy  questions.  It  is  a  matter  of  pure  personal  interest  to 
the  two  banks  that  are  involved  in  the  litigation:  Your  bank,  which 
didn't  want  to  have  to  close  up  shop  in  its  office  here  and  move  out- 
side of  the  300  feet,  and  the  bank  of  the  competitor  that  wanted 
you  to  move. 

And  the  letter  on  July  7,  1988,  to  the  Governor  from  Mr.  Bowen 
makes  it  very  clear  that  the  whole  function  of  this  part  of  legisla- 
tion on  the  300  feet  is  to  address  this  case  which  is  going  on,  be- 
cause if  they  wind  up  changing  the  law,  and  they  repeal  or  repudi- 
ate the  home  office  protection  feature,  the  case  is  going  to  go  away, 
and  you  are  going  to  have  to  move  your  branch.  Isn't  that  really 
what  this  letter  is  about?  Isn't  that  what  this  whole  deal  was  about 
during  the  first  6  months  of  1988? 
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Mr.  Penick.  Well,  the  thrust  of  the  litigation  was  primarily  a 
Constitutional  issue. 

Mr.  Chertoff.  The  thrust  of  the  litigation  for  you  was  not  an  ab- 
stract interest  in  the  Constitution  of  the  State  of  Arkansas;  it  was 
your  business.  You  had  a  branch,  you  were  being  challenged  on  the 
location  of  that  branch;  your  competitors  wanted  you  to  move  your 
branch;  you  wanted  to  keep  your  branch.  That's  what  the  case  was 
about  to  you;  right? 

Mr.  Penick.  No. 

Mr.  Chertoff.  No,  it  was  about  Constitutional  theory;  right? 

Mr.  Penick.  That's  correct. 

Mr.  Chertoff.  Now  let's  take  this  letter  of  July  7th.  You  may 
be  interested  in  Constitutional  theory  but  your  competitors  and  the 
ABA  and  these  other  individuals  from  the  banks,  seemed  to  be  in- 
terested in  the  practical  element,  as  one  would  expect.  They 
seemed  to  be  interested  in  this  particular  case,  and  this  particular 
rule  that  I  gather  protects  banks  in  their  home  offices.  Now  as  a 
matter  of  fact,  this  was  a  personal  concern  to  you  because  you  actu- 
ally had  a  minority  interest  in  the  very  building  in  which  this  par- 
ticular branch  that  was  the  subject  of  the  case  was  located;  right? 

Mr.  Penick.  That  is  correct.  But  it  was  an  easy  solution,  just 
move  it  back  more  than  300  feet  in  the  building. 

Mr.  Chertoff.  In  addition  to  your  interest  in  this  as  the  Chair- 
man of  the  TCB,  you  had  an  interest  as  an  owner  of  the  building; 
is  that  right? 

Mr.  Penick.  I  was  a  minority  owner  of  the  building,  yes,  sir.  I 
have  testified  to  that. 

Mr.  Chertoff.  You  had  a  piece  of  the  building.  Now  what  seems 
interesting  about  this — and  Mr.  Ben-Veniste  kind  of  alluded  to  it — 
I  mean,  we  are  now  in,  I  guess,  what  is  essentially  the  end  of  the 
first  decade  of  the  existence  of  this  loan.  This  loan  was  on  the 
books,  started  out  in  1978.  We  heard  the  whole  story  about  how  the 
loan  in  the  predecessor  bank  was  originally  split.  And  it  turned  out 
that  the  downpayment  was  really  borrowed.  There  were  all  kinds 
of — you  know,  part  of  it  was  repaid  and  part  of  it  wasn't  repaid. 
Now  10  years  into  this  loan,  you  had  become  a  Federally-chartered 
bank;  right? 

Mr.  Penick.  Is  the  question  to  me,  Mr.  Chertoff? 

Mr.  Chertoff.  Yes,  the  question,  Mr.  Penick,  was  you  had  be- 
come a  Federally-chartered  bank? 

Mr.  Penick.  "You"  being  whom? 

Mr.  Chertoff.  I  mean,  1st  Ozark. 

Mr.  Penick.  Yes,  sir,  we  converted  to  the  charter  to  a  national 
charter. 

Mr.  Chertoff.  When  did  that  happen? 

Mr.  Penick.  I'm  not  sure. 

Mr.  Strange.  January  1,  1986. 

Mr.  Chertoff.  That  means,  Mr.  Strange,  the  Office  of  the  Con- 
troller of  the  Currency  gets  involved  in  examining  the  bank;  right? 

Mr.  Strange.  That's  correct. 

Mr.  Chertoff.  We  heard  testimony  from  Mr.  Proctor  yesterday 
that  they  tended  to  be  a  little  more  rigorous,  let's  say,  in  the  way 
they  looked  at  loan  documentation  issues.  So  now,  for  the  first 
time,  8  years  into  the  life  of  this  loan,  there  is  a  new  regime,  there 
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are  new  regulators.  We  have  a  loan  that  Mr.  Proctor  and  Mr. 
Dewey  acknowledged  yesterday  was  the  subject  of  discussion  in  the 
bank.  I  think  Mr.  Dewey  said  it  was  kind  of  a  nuisance  loan,  there 
were  problems  with  the  loan. 

Then  in  1987,  there  was  a  significant  effort  to  get  that  financial 
statement  and  the  financial  statement  comes  in  in  March  1987; 
isn't  that  right,  Mr.  Strange? 

Mr.  Strange.  Yes. 

Mr.  Chertoff.  Then  in  1988,  you  have  to  get  a  financial  state- 
ment again  if  the  loan  is  going  to  be  turned  over.  But  in  1988,  the 
decision  was  made  that  there  would  be  a  waiver  of  the  requirement 
of  any  future  financial  statement,  or  at  least  of  any  financial  state- 
ment for  that  year  from  the  Clintons;  isn't  that  correct,  Mr.  Penick? 

Mr.  Penick.  I  don't  know,  sir.  I  was  not  involved  in  the 

Mr.  Chertoff.  Mr.  Strange,  that's  correct;  right? 

Mr.  Strange.  Excuse  me 

Mr.  Chertoff.  In  1988,  the  requirement  of  a  financial  statement 
from  the  Clintons  was  waived;  right? 

Mr.  Strange.  Yes,  it  was. 

Mr.  Chertoff.  The  reason  this  is  brought  up  is  because  we  have 
an  issue  here  that  is  frankly,  judging  from  the  letter  of  July  7th, 
of  concern  to  a  bunch  of  bankers  who  are  worrying  about  where 
their  branches  are  located,  but  which  doesn't  concern  some  momen- 
tous issue  of  economic  policy.  And  yet,  it  appears  from  the  memo 
of  July  5th  from  Betsey  Wright  to  the  Governor,  which  the  Gov- 
ernor reads  and  checks  off,  that  the  Governor  personally  has  inter- 
vened to  take  a  position  on  this  300-foot  issue. 

We  have  this  case  here  involving  a  dispute  between  two  banks 
about  where  are  they  going  to  locate  a  branch  and  the  Governor 
personally  gets  on  the  phone  and  gets  involved  in  a  discussion 
about  whether  we  are  going  to  change  the  pre-existing  law  and 
drop  this  300-foot  limitation  out. 

And  you  would  agree  with  me,  Mr.  Penick,  you  wouldn't  normally 
think  the  Governor  of  a  State  would  take  a  personal  interest  in  a 
matter  as  particular  and  as  individual  as  how  there  is  going  to  be 
a  resolution  of  a  lawsuit  between  two  banks  about  where  the 
branch  is  going  to  be  located.  That's  not  a  big  macroeconomic  policy 
issue,  is  it? 

Mr.  Penick.  No,  sir,  but  it  was  holding  up  the  legislation.  The 
agreement  the  Governor  had  with  Mr.  Hartsfield  and  others,  where 
if  the  bankers  came  together  and  agreed  on  legislation,  he  will  call 
a  special  session  and  sponsor  it  through.  This  was  simply  an  at- 
tempt to  get  that  agreement.  We  wanted  the  300  feet  thrown  out; 
others  wanted  it  kept  in. 

Mr.  Chertoff.  In  connection  with  this  memo  of  July  5th,  we 
have  on  the  very  same  day,  your  note  in  your  handwriting  to  Bill — 
and  you  are  telling  us  you  don't  know  whether  it  is  Bill  Ford  or 
Bill  Clinton — specifically  thanking  him  for  assistance  on  the  300- 
foot  provision;  right?  This  comes  not  from  the  files  of  the  Banking 
Commission,  which  hasn't  produced  any  such  document,  but  from 
the  files  of  the  Governor.  And  it  is  your  testimony  that  the  Bill  that 
you  are  addressing  here  is  not  Bill  Clinton,  but  it  is  Bill  Ford;  is 
sr<    that  right? 

Mr.  Penick.  That's  what  I  recall,  yes,  sir. 
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Mr.  Chertoff.  But  the  memo  written  the  very  same  day  from 
Betsey  Wright  to  the  Governor  indicates  that  the  deletion — it  says, 
"the  bill  does  not  contain  the  300-foot  provision  based  on  their  con- 
versation with  you,"  the  "you"  being  Governor  Clinton,  "this  morn- 
ing." In  other  words,  the  contemporaneous  memo  of  Betsey  Wright 
indicates  that  the  basis  for  not  having  the  300-foot  provision  is  the 
conversation  with  the  Governor,  and  that  the  Governor  is  the  one 
who  finally  breaks  the  logjam.  Would  you  agree;  that's  correct? 

Mr.  Penick.  No,  sir,  I  don't  think  he  did.  I  think  it  was  still  the 
same  understanding  that  he  had  all  along:  The  banking  community 
had  to  come  together.  Because  it  was  a  very  controversial  issue,  he 
had  supporters  on  all  sides;  he  needed  to  have  a  piece  of  legislation 
that  would  go  through  without  opposition,  or  the  least  opposition 
as  possible. 

Mr.  Chertoff.  Let  me  also  observe  to  you,  Mr.  Penick,  and  you 
have  no  way  of  knowing  this  but  it  may  help  move  you  on  your 
recollection  of  whom  you  wrote  this  Bill  letter  to — that  all  these  let- 
ters were  produced,  all  these  memos  which  are  internal  memos  of 
the  Governor,  were  produced  from  the  Governor's  office,  and  they 
are  numbered  in  order  the  way  they  are  produced.  And  right  in  the 
middle  of  the  production  is  the  letter  to — the  Bill  letter,  the  hand- 
written Bill  letter,  which  I  think  further  confirms  that  this  was  a 
letter  which  was  directed  not  to  the  Bank  Commission,  which 
doesn't  seem  to  have  a  copy  of  it,  but  to  the  Governor's  office,  which 
has  it  in  the  same  file  as  all  the  other  internal  memos  of  the  Gov- 
ernor concerning  this  issue. 

My  question  to  you  is  this:  This  300-foot  issue,  was  an  issue  of 
concern  to  your  bank  because  of  an  ongoing  case  which  involved 
the  location  of  one  of  your  branches;  isn't  that  correct? 

Mr.  Penick.  It  was  an  issue,  yes,  sir. 

Mr.  Chertoff.  And  that  was  the  issue  that,  from  the  beginning 
of  the  year,  you  were  pushing  and  lobbying  to  get  resolved  in  a  way 
that  would  support  your  point  of  view;  in  other  words,  you  wanted 
to  delete  that  300-foot  limitation  from  the  law  so  that  the  lawsuit 
would  go  away  and  you  could  have  your  branch  in  the  building 
which  you  owned  a  minority  interest  in;  right? 

Mr.  Penick.  It  was  not  the  top  priority,  no,  sir,  but  it  was  some- 
thing we  were  working  on. 

Mr.  Chertoff.  It  was  kind  of  close  to  the  top;  right? 

Mr.  Penick.  I  wouldn't  put  it  there,  no,  sir.  I  think  the  passage 
of  the  Omnibus  Banking  Bill  was  a  lot  more  important. 

Mr.  Chertoff.  It  was  certainly  priority  enough  for  you  to  spend 
time  on  and  write  notes  on  and  have  conversations  with  around  get 
up — kind  of  get  opposite  this  Arkansas  Bankers  Association  group 
that  wanted  to  keep  the  bill.  I  mean,  it  was  important  enough  for 
you  to  do  that? 

Mr.  Penick.  We  were  adversaries  of  the  Arkansas  Bankers  Asso- 
ciation for  a  long,  long  time. 

Mr.  Chertoff.  On  this  particular  issue;  right? 

Mr.  Penick.  I  think  they  opposed  this,  yes,  sir,  in  the  beginning. 

Mr.  Chertoff.  And  then  it  turns  out  the  Governor  called  it  your 
way;  is  that  right? 

Mr.  Penick.  The  bill  that  was  ultimately  passed  did  not  have  a 
300-foot  provision  in  it,  no,  sir. 
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Mr.  Chertoff.  That's  what  you  wanted? 

Mr.  Penick.  Among  other  things,  that's  correct. 

Mr.  Chertoff.  Mr.  Penick,  if  nothing  else,  let's  at  least  get  this 
one  straight.  The  bill  that  came  out  did  not  have  the  300-foot  provi- 
sion, which  meant  that  there  was  no  legal  impediment  to  your 
keeping  the  branch  in  the  building  you  owned  a  minority  interest 
in,  and  that  was  what  you  wanted;  yes  or  no? 

Mr.  Penick.  I'm  sorry.  Would  you  repeat  your  question? 

Mr.  Chertoff.  The  bill  that  was  finally  passed  did  not  have  the 
300-foot  limitation;  you  got  to  keep  the  branch  in  the  building,  and 
that's  what  you  wanted;  right? 

Mr.  Penick.  Yes,  sir,  it  was  a  good  bill  and  we  agreed  with  it. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Mr.  Penick,  who  is  Wayne  Hartsfield? 

Mr.  Penick.  He  is  President  of  a  bank  in  Searcy,  and  in  early 
1988,  he  was  President  of  the  Arkansas  Bankers  Association. 

Mr.  Ben-Veniste.  Now  according  to  the  notes  that  we  have,  on 
March  14,  1988,  you  stated  that: 

Wayne  Hartsfield,  President  of  Arkansas  Bankers  Association  and  President  of 
First  National  Bank  of  Searcy,  visited  with  me  today  concerning  a  proposal  he  is 
working  on  to  settle  the  Branch  Banking  dispute. 

Hartsfield  has  an  agreement  with  the  Governor  to  call  a  special  session,  upon  full 
concurrence  and  commitment  of  the  bankers  and  banking  organizations  in  the  State 
to  support  the  legislation. 

Now,  you  are  familiar  with  that  memo,  because  you  apparently 
dictated  it? 

Mr.  Penick.  That's  correct. 

Mr.  Ben-Veniste.  Did  anyone  charge  you  with  going  back  into 
the  files  and  backdating  some  document,  scooting  this  into  your 
files,  about  Mr.  Hartsfield  being  the  person  who  initiated  this  mat- 
ter with  the  Governor's  office? 

Mr.  Penick.  No,  sir,  not  to  my  knowledge. 

Mr.  Ben-Veniste.  Therefore,  wouldn't  this  indicate  the  true  gen- 
esis of  how  this  1988  business  all  got  started,  to  the  extent  it  has 
any  relevance  to  anything  that  we  are  doing? 

Mr.  Penick.  I  am  just  reading  it,  but  I  don't  see  any  comment 
relative  to  the  position  on  the  300-foot  in  this  memo. 

Mr.  Ben-Veniste.  Right.  And  with  respect  to  calling  the  special 
session,  Mr.  Hartsfield  is  the  one  who  had  the  agreement  with  the 
Governor's  office  about  calling  the  special  session,  which  was  the 
crux  of  getting  any  legislation  out.  According  to  this  memo,  that  re- 
quired that  you  bankers  sit  down,  get  your  act  together,  come  up 
with  some  kind  of  a  compromise  you  could  all  live  with,  and  then 
present  it;  right? 

Mr.  Penick.  Yes,  sir. 

Mr.  Ben-Veniste.  That's  what  happened? 

Mr.  Penick.  That's  what  happened,  yes,  sir. 

Mr.  Ben-Veniste.  Now,  Mr.  Chertoff  told  you  what  Mr.  Dewey 
said  in  his  testimony,  but  not  what  Mr.  Proctor  said.  So  let  me  go 
back  over  this,  this  was  just  yesterday. 

Mr.  Chertoff.  So  we  have  the  flow.  Mr.  Dewey,  would  you  agree  with  me  that 
this  loan,  this  Whitewater  loan  was  a  nuisance  and  was  continually  past  due  at  the 
bank? 
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Mr.  Dewey.  As  I  remember  it,  sir,  yes. 

Mr.  Chertoff.  It  was  something  that  was  discussed  at  the  bank? 

Mr.  Dewey.  Yes,  sir. 

Mr.  Chertoff.  Mr.  Proctor,  you  would  agree  with  that,  right? 

Mr.  Proctor.  No,  I  would  not,  because  I  personally  handled  the  loan  and  Mr. 
Dewey  did  not.  So  he  saw  it  from  the  outside,  yes,  the  outside  looking  in,  and  I 
guess  he  saw  what  I  was  doing,  and  he  thought  maybe  that  was  a  burden  to  me. 
But  I  did  not  see  it  that  way.  I  thought  it  was  very  typical  of  the  loans  that  we 
had  at  that  time,  during  that  period  in  the  economy. 

Now  that  is  a  fuller  picture  of  what  occurred.  Obviously,  you 
have  not  been  provided  with  a  transcript  of  what  actually  was  tes- 
tified to  here  yesterday. 

Mr.  Penick.  That's  correct. 

Mr.  Ben-Veniste.  I  hope  we  are  about  finished  here. 

Mr.  Chairman,  we  will  yield  our  time  back. 

The  Chairman.  Mr.  Giuffra. 

Mr.  Giuffra.  Let's  put  up  JRTS203.  As  Mr.  Chertoff  just  men- 
tioned, the  documents  as  they  are  produced  to  the  Committee  are 
produced  by  the  Governor's  lawyers,  presumably,  in  order  the  way 
they  are  found  in  the  files.  Document  203,  which  is  the  first  one 
we  are  going  to  put  up,  is  a  handwritten  note  from  Sam  Bratton 
to  the  Governor.  That's  followed  by  Bates  number  204  and  205, 
which  is  the  letter  from  Mr.  Bowen  to  the  Governor  relating  to  this 
300-foot  branching  issue.  That's  followed  by  this  Penick  note  which 
bears  Bates  number  206,  the  one  which,  Mr.  Penick,  you  think  may 
have  been  written  to  the  Bank  Commissioner.  But  I  would  like  to 
just  draw  your  attention  to  this 

The  Chairman.  Let's  make  sure  he  has  it.  Do  you  have  it  in  front 
of  you?  No? 

Mr.  Penick.  No,  sir. 

The  Chairman.  Let's  get  someone  down  there,  even  though  it  is 
in  the  file,  because  it  will  take  forever  for  him  to  look  through  and 
try  to  find  this. 

Mr.  Belman.  What's  the  date  on  the  documents? 

Mr.  Giuffra.  Well,  it  is  an  undated  note,  but  it  bears  the  Bates 
number  203. 

The  Chairman.  At  the  top  of  it,  it  says,  "State  of  Arkansas,  Of- 
fice of  the  Governor,  Route  Slip,  Remarks." 

Mr.  Belman.  If  you  give  us  a  date  around  that,  these  are  sup- 
posedly in  chronological  order,  if  you  will  tell  us  about  where  it  is 
in  the  file. 

Mr.  Giuffra.  This  would  have  been  sometime  in  July,  presum- 
ably, 1988.  We  will  put  up  the  copy  I  have  on  the  Elmo.  Let's  make 
it  a  little  smaller.  This  note  was  found  in  the  production  before  Mr. 
Bowen's  note. 

Senator  Sarbanes.  I  can't  read  the  Elmo. 

Mr.  Giuffra.  We  will  make  a  copy  of  it. 

The  Chairman.  You  know  what,  I've  reached  a  point  where  I  am 
going  to  take  a  recess.  We  are  going  to  get  the  three  documents 
that  we  are  going  to  look  at.  Everybody  is  going  to  have  an  oppor 
tunity  to  have  them  in  front  of  him,  because  we  are  going  to  do  this 
thing  the  right  way.  We  stand  in  recess  for  5  minutes. 

[Recess.] 

The  Chairman.  I  have  been  advised  everyone  now  has  the  docu 
ments  in  question.  We  will  now  ask  Mr.  Giuffra  to  identify  the  first 
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one  which  is  up  on  the  Elmo,  and  see  if  we  can't  move  through  this. 
Mr.  Giuffra. 

Mr.  Giuffra.  The  issue  that  we  have  been  trying  to  grapple  with 
is  whether  this  note  which  bears  the  Bates  number  206,  to  Bill 
from  Mr.  Penick,  was  sent  to  Governor  Clinton. 

The  Chairman.  You  have  a  different  one  up  there  now. 

Mr.  Giuffra.  In  the  production  of  documents,  this  note,  Bratton 
to  the  Governor,  bears  the  Bates  number  203  and  it  is  followed  by 
the  letter  from  Mr.  Bowen  of  First  Commercial  Bank  to  the  Gov- 
ernor about  the  300-foot  branching  restriction,  indicating  the  Gov- 
ernor's willingness  to  eliminate  the  300-foot  branching  restriction. 
Then  the  next  document  is  the  letter  from  you,  Mr.  Penick,  to  Bill, 
thanking  Bill  for  his  help  on  the  300-foot  branching  restriction;  you 
will  agree  with  that?  Bates  numbers  203,  204,  205  and  206;  right? 

Mr.  Penick.  I  have  them,  yes. 

Mr.  Giuffra.  You  will  agree  your  note  bears  Bates  number  206; 
is  that  right? 

Mr.  Penick.  Yes,  it  does. 

Mr.  Giuffra.  Mr.  Bowen's  letter  to  Governor  Clinton  bears  the 
Bates  number  204,  205;  right? 

Mr.  Penick.  Yes,  sir. 

Mr.  Giuffra.  The  document  I  want  you  to  take  a  look  at  is  203. 
We  are  trying  to  solve  the  mystery  of  who  you  might  have  written 
the  letter  to.  This  is  a  note  to  Mr.  Bratton.  It  bears  the  Bates  num- 
ber 203.  It  appears  to  be  attached  to  the  Bowen  letter,  and  also  to 
your  note.  The  note  from  Mr.  Bratton,  who  is  the  person  in  the 
Governor's  office  most  responsible  for  the  banking  legislation,  "Did 
you  talk  with  Bowen  after  this  letter?"  Presumably  this  is  the  let- 
ter of  July  7th,  in  which  Mr.  Bowen  said  he  wanted  the  Governor 
to  reconsider  his  position  on  the  300-foot  restriction.  "Do  you  want 
a  written  response?"  Then  it  says,  "Same  Q  on  Ed  Penick  note." 

Now  presumably,  the  Governor's  Counsel  would  not  be  asking 
the  Governor  if  he  wanted  to  respond  to  a  letter  that  was  written 
to  someone  else;  right? 

Mr.  Penick.  203  is  not  dated. 

Mr.  Giuffra.  That's  correct,  it  is  not  dated;  I  would  agree  with 
that.  But  203  falls  in  the  production  before  the  Penick  letter  which 
it  refers  to,  and  then  your  note  which  it  also  refers  to;  correct? 

Mr.  Penick.  I  don't  know  anything  about  the  production,  no,  sir. 

Mr.  Giuffra.  But  you  can  see  the  numbers,  can't  you,  at  the  bot- 
tom right-hand  of  the  documents? 

Mr.  Penick.  Yes,  sir,  but  they  don't  mean  anything  to  me. 

Mr.  Giuffra.  But  these  numbers  indicate  how  the  documents 
were  found  in  Governor  Clinton's  files,  and  they  indicate  that  your 
note  was  referred  to,  "Same  Q  on  Ed  Penick  note.  Do  you  want 
written  response?" 

Mr.  Penick.  If  you  are  asking  me  to  swear  to  that,  I  will  not. 

Mr.  Giuffra.  I'm  not  asking  you  to  swear  to  it.  I'm  asking  you, 
doesn't  it  appear  from  this  cover  memo  that  it  refers  to  your  note? 

Mr.  Penick.  Yes,  sir.  The  one  Ed  Penick,  that  could  be  my  father 
also,  because  he  was  Chairman  of  Worthen  Bank  at  the  time. 

Mr.  Giuffra.  Did  your  father  write  this  note  bearing  Bates  num- 
ber 206,  which  follows  three  documents  in  the  production  after  the 
note  from  Sam  Bratton? 
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Mr.  PENICK.  206  is  my  note. 

Mr.  GlUFFRA.  Clearly  your  note.  We  are  almost  done. 

Mr.  Strange,  just  so  we  get  this  down,  lines  of  responsibility  at 
your  bank  for  a  loan  of  $50,000,  which  is  what  this  Whitewater 
loan  was,  would  normally  be  handled  by  the  loan  officer;  right? 

Mr.  Strange.  That's  correct. 

Mr.  GlUFFRA.  You  were  the  President  of  the  bank,  so  wouldn't  it 
normally  be  handled  by  you;  right? 

Mr.  Strange.  Not  necessarily. 

Mr.  GlUFFRA.  Now,  you  had  a  number  of  communications  with 
Mrs.  Clinton  about  this  loan;  right? 

Mr.  Strange.  Yes. 

Mr.  GlUFFRA.  Am  I  correct  that  Mrs.  Clinton  was  your  primary 
contact  among  the  borrowers  with  regard  to  this  loan? 

Mr.  Strange.  She  was  my  only  contact. 

Mr.  GlUFFRA.  The  first  contact  you  had  with  Mrs.  Clinton  was  in 
the  fall  of  1986;  right? 

Mr.  Strange.  As  I  recall,  that  would  be  about  right. 

Mr.  GlUFFRA.  Mrs.  Clinton  called  you;  right? 

Mr.  Strange.  Yes. 

Mr.  GlUFFRA.  You  did  not  call  Mrs.  Clinton? 

Mr.  Strange.  No,  I  did  not. 

Mr.  Giuffra.  Why  was  Mrs.  Clinton  calling  you? 

Mr.  Strange.  From  a  question  I  had  posed  to  Mr.  Clinton  at  that 
time  about  the  loan,  that  I  needed  to  talk  with  somebody  about  it. 

Mr.  GlUFFRA.  Then  Mrs.  Clinton  came  to  you  later  about  some 
tax  information  she  wanted;  right? 

Mr.  Strange.  Right. 

Mr.  GlUFFRA.  In  this  period  July  1988,  when  we  are  having  a  lot 
of  activity — June,  July  1988 — with  regard  to  the  branching  legisla- 
tion, Mrs.  Clinton  was  having  communications  with  you;  right? 

Mr.  Strange.  Yes. 

Mr.  Giuffra.  About  the  renewal  of  the  loan? 

Mr.  Strange.  Yes. 

Mr.  Giuffra.  Let's  put  it  up  on  Elmo.  We  have  CBF416.  This 
is  a  letter  from  Mrs.  Clinton  to  Jim  McDougal  which  is  cc'd  to  you, 
and  it  says,  "Blind  P.S."  It  is  dated  June  9,  1988. 

Mr.  Strange.  Excuse  me,  what's  the  date  on  that? 

Mr.  Giuffra.  June  9,  1988. 

Mr.  Strange.  OK,  I  have  that. 

Mr.  Giuffra.  Do  you  recall  Mrs.  Clinton  indicating  to  you  that 
she  was  having  a  problem  getting  certain  documentation  from  Mrs. 
McDougal;  right? 

Mr.  Strange.  Yes. 

Mr.  Giuffra.  You  told  Mrs.  Clinton  you  were  concerned  about 
this  loan  being  called  attention  to  during  a  bank  examination;  is 
that  right? 

Mr.  Strange.  I  don't  recall  that  I  said  that  it  would  be  called  to 
in  a  bank  examination. 

Mr.  Giuffra.  Why  don't  we  look  at  the  last  sentence  of  Mrs. 
Clinton's  note  to  Mr.  McDougal.  It  says:  "The  note  is  up  for  exten- 
sion and  the  bank  is  clearly  anxious  to  have  this  matter  resolved 
properly  in  time  for  their  examination."  Do  you  recall  indicating  to 
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Mrs.  Clinton  that  your  bank  was  clearly  anxious  to  have  this  mat- 
ter resolved  properly  in  time  for  the  examination? 

Mr.  Strange.  I  do  not  recall  specifically  that  statement. 

Mr.  Giuffra.  Let's  turn  to  July  13th.  This  letter  is  from  the 
same  time  this  branching  issue  is  arising.  Do  you  have  that  letter 
in  front  of  you?  This  is  Mrs.  Clinton's  letter  to  you. 

Mr.  Strange.  Yes,  I  do. 

Mr.  Giuffra.  This  is  when  she  sent  you  the  renewal  notice;  is 
that  correct? 

Mr.  Strange.  Yes. 

Mr.  Giuffra.  On  July  15th,  we  have  CBF411,  2  days  later,  you 
sign  off  on  the  document  waiver,  indicating  that  you  don't  need  to 
have  financial  statements  from  Mr.  McDougal;  right? 

Mr.  Strange.  Correct. 

Mr.  Giuffra.  That  is  the  same  day  the  Governor  signs  the  bill 
without  the  300-foot  branching  restriction;  correct? 

Mr.  Strange.  That  is  according  to  the  records.  I  did  not  know 
that  personally,  but  that  seems  to  be  correct. 

Mr.  Giuffra.  One  last  question  and  we  will  be  done.  I  would  like 
to  move  your  attention  to  1992,  during  the  Presidential  Campaign. 
Do  you  recall  getting  a  letter  from  Mrs.  Clinton  asking  you  to  com- 
municate with  someone  by  the  name  of  Loretta  Lynch? 

Mr.  Strange.  I  believe  that  I  do,  yes. 

Mr.  Giuffra.  What  was  Mrs.  Clinton  asking  you  to  do  with  re- 
gard to  Loretta  Lynch?  We  have  a  letter  actually  dated  March  4, 
1992,  which  bears  Bates  number  RIC  3638. 

Mr.  Strange.  She  was  asking  me  to  release  documentation  that 
was  in  the  bank's  possession  to  Loretta  Lynch. 

Mr.  Giuffra.  Did  you  have  a  conversation  with  Mrs.  Clinton  at 
that  time? 

Mr.  Strange.  I  don't  recall  that  I  did. 

Mr.  Giuffra.  Do  you  recall  Mrs.  Clinton  indicating  to  you  that 
Ms.  Lynch  was  a  secretary  to  either  Mrs.  Clinton  or  the  Governor? 

Mr.  Strange.  I  believe  that  Ms.  Lynch,  in  a  phone  call;  asking 
for  some  documentation,  identified  herself  as  having  something  to 
do  with  the  campaign,  or  assistant  to  one  or  the  other  of  them. 

Mr.  Giuffra.  Did  she  indicate  to  you  she  was  Mrs.  Clinton's  Sec- 
retary? That's  your  deposition  testimony. 

Mr.  Strange.  That  may  have  been.  I  am  not  exactly  sure  what 
her  identification  was. 

Mr.  Giuffra.  Did  she  indicate  to  you  why  she  was  looking  for 
these  documents? 

Mr.  Strange.  I  don't  believe  she  did. 

Mr.  Giuffra.  Since  the  1992  campaign,  have  you  had  any  com- 
munication with  anyone  from  the  White  House  or  a  representative 
of  the  Clintons  with  regard  to  this  loan? 

Mr.  Strange.  Yes,  I  have.  Mr.  Clinton's  attorney. 

Mr.  Giuffra.  Mr.  Kendall. 

Mr.  Strange.  Mr.  Kendall  called  me  just  prior  to  the  Time  mag- 
azine article  being  published,  and  he  asked  for  a  copy  of  the  1987 
financial  statement. 

Mr.  Giuffra.  Mr.  Penick,  since  the  1992  campaign  up  to  the 
present,  have  you  had  any  communication  with  anyone  from  the 
White  House  or  any  representative  of  Governor  Clinton  with  regard 
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to  your  activities  in  1987  or  1988,  in  connection  with  either  the 
branching  legislation  or  the  loan? 

Mr.  PENICK.  Not  that  I  can  recall,  no,  sir. 

Mr.  GlUFFRA.  Same  question  to  you,  Ms.  Eldridge. 

Ms.  Eldridge.  No,  sir. 

Mr.  GlUFFRA.  Thank  you.  No  further  questions. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  didn't  quite  follow  it,  Mr.  Penick,  but  you 
were  asked  some  question  about  being  the  landlord  or  the  owner 
of  the  building  in  which  the  branch  was  located;  is  that  correct? 

Mr.  Penick.  That's  correct,  yes,  sir. 

Senator  Sarbanes.  I  guess  the  implication  was  that  you  had  a 
big  vested  interest  in  this,  a  personal  vested  interest  in  this  mat- 
ter. I  think  you  said,  you  were  a  minority  owner;  is  that  right? 

Mr.  Penick.  That's  correct. 

Senator  Sarbanes.  How  much  of  a  minority  owner  were  you? 

Mr.  Penick.  Senator,  it  is  way  down,  it  is  less  than — less  than 
half  a  percent,  I  know.  And  there  are  50-something  partners  in  the 
building.  My  disclosure  was  made  in  my  interest,  and  also  two 
other  officers  in  the  bank  had  an  interest  in  that  building  also. 

Disclosure  was  made  to  our  full  Board  of  Directors,  and  to  Bill 
Houston,  who  was  Regional  Director  of  the  FDIC  in  Memphis  at 
the  time  when  the  branch  was  approved. 

Senator  Sarbanes.  So  it  was  disclosed  to  the  FDIC  and  to  your 
own  bank? 

Mr.  Penick.  That's  correct. 

Senator  Sarbanes.  And  the  extent  of  your  interest,  in  any  event, 
was  about  half  of  1  percent;  is  that  correct? 

Mr.  Penick.  Yes,  sir,  way  down.  It  is  the  passive  interest. 

Senator  Sarbanes.  That's  all  I  have.  Thank  you,  Mr.  Chairman. 

The  Chairman.  No  further  questions.  We  thank  the  panel. 

We  stand  in  recess  until  Tuesday. 

[Whereupon,  at  4:25  p.m.,  the  hearing  was  adjourned,  to  recon- 
vene at  10:00  a.m.,  on  Tuesday,  May  14,  1996.] 

[Appendix  supplied  for  the  record  follows:] 
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CI  That's  where  1  was  bom  and  raised. 
Pi  As  a  result  of  that,  if  there  were  events 

(4)  that  would  happen  in  the  Fourth  Congressional 

15)  District  that  would  be  in  honor  of  or  something  that 

!6i  Beryl  Anthony  would  pre  for  bis  friends,  I  would  be 

(71  invited  because  of  my  membership  on  the  Highway 

is  Commission. 

19]  And  I  met  Vmee  Foster  at  one  of  those 

hoi  events  but  I  can't  tell  you  whether  it  was  in  Hot 

|ll|  Springs  or  h  was  in  Little  Rock  or  where  that 

1121  happened.  It  could  have  been  El  Dorado  but 
probably 

(13|  Hot  Springs  or  Little  Rock. 
I M]  Q  In  the  period  b^ore  you  came  to 

iisi  Washington,  did  you  have  much  contact  with 

1 16|  Mr.  Foster? 
Ii7|  A  No,  I  did  not 

I  i8i  Q  Did  the  Rose  Law  firm  do  any  work  far  the 

|19|  Lassiter  businesses  either  at  the  holding  company 

I20|  level  or  the  subsidiary  level? 
PI  A  They  might  have  done  a  little  work  on  a 

PBj  consulting  land  of  basis  at  one  time  for 
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III  Mr.  Lassiter.  There  was  a  particular  lawyer  thai 

PI  Mr.  Lassiter  liked  in  the  firm  whose  name  was  Kenny 

PI  Shaman,  and  bom  tone  to  tone  Dan  would  call  Kenny 

HI  and  ask  nan  for  personal  advice.  Did  they  handle 

any 

15]  of  our  lawsuits,  no. 

|6)  QWhen  you  say  'consulting,'  you  mean  legal 

Rl  advice  consulting? 
i8i  A  Yes. 

191  Q  Anybody  besides  the  lawyer  that  you 

1 10)  mentioned  that  provided  legal  advice  to 

lill  Mr.  Lassiter's business? 

H2I  A  Not  to  my  knowledge. 

1 13 1  Q  Did  you  ever  have  any  occasion  in  any  other 

1 1 1 1  capacity  to  work  with  the  Rose  Law  Firm? 

|IS|  A  I  don't  recall  ever  having  the  Rose  Law 

1 16|  Fi>-m  on  my  side. 

|17|  Q  Were  you  ever  agams  them  m  a  case  m 

|I8|  litigation? 

|I9|  A  I  can  ivjuoiujo  bring  in  their  law  firm  when 

do  i  they  were  on  one  ride  and  we  were  on  an  opposite 

PI  side,  yes. 

CI Q  When  you  say  'we'  - 
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III  A  It  was  the  Lassiter  Company. 

PI  Q  Do  you  remember  what  risance  that  was7 

PI  A  It  was  an  Emerald  Ue  case  and  It  was  a 

W  bankruptcy  case  that  we  were  peripherally  involved 

isi  in.  And  there  were  other  lawyers  there,  but  the  Rose 

I6|  Firm  had  somebody  there  for  somebody.  And  there 

were 

17)  a  number  of  parties  to  it,  but  I  remember  essentially 

|S|  we  weren't  on  the  same  ride  as  the  Rose  Firm. 
|9|  Q  What  was  this  case? 

I  ioi  A  *84,  *85. 

Mil  Q  So  this  was  around  -  this  was  before  you 


nil  took  out  that  loan  that  you  testified  about 

I13|  previously  from  Madison  Guaranty? 

I  mi  A  I  would  say  it  was  before,  yes. 

I  iJl  Q  And  I  take  it  fast  diis  representation  by 

|lfi]  the  Rose  Law  Fam  had  nothing  to  do  with  that  loan 

117]  from  Madison  Guaranty? 

f IS]  A  Had  nothing  to  do  with  that 

|I9|  Q  Now,  when  you  came  to  the  White  House  in 

P0|  March  of  1993,  did  you  have  occasion  to  work  with 

(21|  Mr.  Foster? 

B2J A  We  worked  together  on  occasion  as  it 
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111  related  to  the  White  House  travel  office. 
PI  Q  And  whanparuaiar  was  the  work  that 

pi  you  did  in  connection  with  that? 
Hi  A  In  ccniecnon  with  that,  the  White  House 

151  staff  in  the  office  of  management  and  administration 

16]  had  been  reviewing  every  office  under  Us  purview  to 

17]  make  sure  its  operations  were  what  we  wanted  them 
to 

III  be  and  to  make  sure  they  operated  in  a  manner  that 
we 

PI  thought  was  effective  for  the  Clinton 

lioi  Administration. 

IU!  And  one  of  the  offices  we  had  not  done  was 

|I2|  the  White  House  travel  office  and  we  were  working  to 

1 13|  evaluate  the  White  House  travel  offict  and  its 

|M|  function  »nd  its  ability  to  function.  When  we  got  to 

US)  that  particular  office,  it  was  so  different  than 

116]  every  other  office  that  we  had  looked  at  because 
we'd 

117)  already  looked  at  the  office  of  auuiiiaslialion  and 

111!  we'd  looked  at  various  offices  within  the  White 

M9|  House,  but  the  White  House  travel  office  was  the 
only 

120]  one  that  handled  cash  every  day.  None  of  the  other 

PI  offices  handed  cash  on  a  daily  basis  because  of  the 

P2|  nature  of  their  work. 
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111  We  cSdn't  have  on  staff  at  the  White  House 

PI  accountants,  miilris  guys,  bean  counters,  andhnr 

PI  types.  And  as  a  result  of  that,  we  opted  to  hire 

HI  tttucone  from  the  outside  to  come  in  to  help  with 
that 

IS)  particular  part  of  the  review  of  the  travel  office. 

|6|  We  fen  we  bad  the  talent  and  capabifity  at-bouse  to 

|7]  look  at  the  mai  •ageraenl  side  and  how  the  office  was 

1*1  being  managed,  but  we  cSdnl  have  m-nouse  talent  to 

|9|  review  the  numbers  and  to  do  an  audit  of  the  dollars 

HO]  and  cents  that  were  there. 

|ll|  We  talked  among  David  Watkins  and  Vmce  and 

|12|  myself,  and  we  agreed  that  b  would  be  a  better  idea 

|I3|  to  get  someone  from  the  outside  than  someone  from 
the 

(Ml  inside  who  might  not  be  as  crecSble,  who  might  hare 

IISI  done  the  work  fine  but  nngnt  not  be  as  crecSble 

!i6|  because  they  cidnt  have  CPA  behind  their  name,  so 
we 

||71  would  hire  an  outside  firm. 
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nil  That  (facusson,  I  bebrve,  look  place 

||9|   among  thf  thrw  of  us.   And  then  we  hired  a 

pdi   particular  firm  who  had  some  eqwricnoe  in 

CM  pmmnent,  and  because  they  had  that  expoience 

whh 

CI   government  and  RIGO,  we  determined  that  would  be 
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HI  good  firm  for  us  to  do. 
C|  Q  Government  and? 

PI  A  Remventmg  government 

|4|  MR.  BEN-VENISTE   RICO  means  something  else 

151   thai  criminal  lawyers  know. 
lo]  THE  WITNESS:  This  is  leiiivaiuug 

Pi   government.  Then  the  auditors  came  in  and  I  look 
HI   them  to  their  work  space  every  day  and  they  would 
|9|   report  back  to  me  as  id  their  progress  and  then  I 
f  I0|    would  report  to  Vincc  if  be  were  around.   IfVince 
|ll|    weren't  around,  1  would  report  to  Bill  Kennedy 
li:i   information  that  they  were  turning  up  along  the  way. 
Il3|  BY  MR.  CHERTOFF: 

|I4|  Q  As  a  consequence  cf the  ^formation  they 

M5|  aimed  up ,  did  there  come  a  point  m  ume  when  you  or 
|I6|  Mr.  Foster  or  Mr.  Kennedy  wound  up  in  contact  with 
1171   the  FBI? 

I  111  A  Someone  was  in  contact  with  the  FBI,  yes. 

II9|  Q  How  did  that  happen? 

roi  A  WeD,  they  bad  turned  up,  fairly  carry  in 

Ci|   the  investigation,  that  there  was  a  lot  of  missing 
Cj  dollars,  sanewhen  between  15-  and  $18,000  missing 
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|l|   and  unaccounted  f or  in  the  petty  cash.   As  a  result 
CI  of  that,  that's  a  large  sum  of  money  particularly 
PI  when  the  White  House  is  acting  m  a  fiduciary 
hi   responsibility  for  the  White  House  press  corps,  for 
|S|  that  money  to  be  missing. 
HI  And  at  that  point  we  knew  that  we  had  to 

ID   do  -  we  had  to  alert  some  authority  about  this 
|8i    missing  money,  that  we  couldn't  just  put  our  head 
|9|    under  our  shoulder  and  wish  it  would  go  away 
hoi   Someone  bad  to  be  alerted  So  we  talked  about  it 
and 

till    !  was  not  in  all  those  meetings,  but  1  know 
M2I   subsequent  to  that,  the  FBI  was  called  because  in 
H3I   Lime  Rock,  we  would  hare  called  the  prosecutor's 
H4|  office  and  (aid  look,  guys,  we've  got  a  problem. 
nil  Ten  ib  what  we  need  to  da 
H6|  In  Washington  ifs  a  fitlle  harder  to  know 

in   this  and  this  is  the  White  House  and  because  we  had 
Mil   had  ongoing  relationships  with  the  FBI  on  a 
li«i   day-to-day  process  with  the  vetting  process  at  the 
coi   White  House,  i  think  that's  why  -  Pm  cure  that's 
CM   why  BID  Kennedy  talked  to  the  FBI,  to  talk  to  them 

CI  about  it. 
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III  Q  It  was  Mr.  Kennedy's  decision  to  call  the 

a  FBI? 

|3|  A  I  don't  know  If  it  was  angularly 

Ml   Mr.  Kennedy's  decision. 


Ul  Q  Were  you  part  cf  the  group  that  was  dealing 

|6|  Hurt  this  iaue? 

m  A  I  was  part  of  the  group  that  was  dealing 

HI  with  how  much  money  was  missing.  I  was  not  part 

of 

l«l  the  group  that  was  making  the  decision  about  who  to 

I ioi  call 

|tl|  Q  At  Otis  point  in  one,  was  there  a 

1121  tubaiuie for  the  company  or  agency  that  was 

|I3|  handling  the  money  in  the  travel  office?  Was  there  a 

|I4|  change  m  the  identity  of  the  people  who  would  be 

I  isi  handling  the  travel  out  cf  the  White  House? 

|i6|  A  Not  at  that  point 

|I7|  Q  Did  there  come  a  point  where  there  was  a 

1 1 1|  change? 

1 191  A  Yes,  there  was. 

|20|  Q  When  was  that? 

PI  A  It  was  the  next  week  after  the  members  of 

CI  the  travel  office  had  been  terminated.  We  had  a  firm 
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111  that  volunteered  to  come  in  and  help  us  get  through 

CI  some  period  of  time  until  we  could  let  a  contract  to 

PI  either  do  it  through  contract  and  have  the  work  done 

HI  by  contractor,  or  we  could  make  a  determmabon  on 

IS]  who  we  want  to  run  that  office  on  an  ongoing  basis. 
161  Q  What  was  that  firm? 

Pi  A  Sups  my  mind.  Worldwide  Travel 

|t|  Q  Where  was  the  firm  located? 

|9|  A  Lone  Rock. 

I  ioi  Q  Who  were  the  principals  cf  the  firm,  people 

|ll|  who  ran  the  firm? 

|12|  A  I  can't  teD  you  that.  I  don't  know. 

1131  Q  Do  you  know  any  of  than7 

114]  A  No,  I  don't 

|I5|  Q  Was  there  anybody  m  particular  who 

1 16|  volunteered  die  firm  to  handle  the  oavd?     ■ 

1171  A  I  dont  know  the  answer  to  that 

|i8l  Q  Was  there  anybody  who's  related  to  the 

119]  President  who  was  vrvotved  with  the  firm'' 

poi  A  Not  to  my  knowledge. 

CI  I  Q  Was  there  anybody  who  'sfnendh  with  the 

CI  President  who  was  pan  cf  that  firm? 
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III  A  Weft,  the  firm  had  worked  in  the  campaign 

CI  and  provided  travel  services  through  the  caunaajn, 

as 

PI  fro  sure  that  all  the  people  who  were  in  the 


Hi  knew  the  travel  agency,  knew  the  travel  agents  and 

151  thepeopie. 

161  I  didrtt  work  in  the  campaign  so  I  dont 

PI  really  know  those  travel  agency  people.   Pm  sure 

ill  I've  heard  their  names  in  the  past  I  just  don't 

|9|  recall  them. 

1 10|  Q  You  dan 't  remember  the  name  of  the  travel 

Mil  agency  people? 

H2i  A  No,  I  don't  namubtr. 

|13|  Q  When  -vou  say  they  volunteered,  they 

H4|  obviously  volunteered  with  die  notion  they'd  be  paid? 
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PRIVILEGED  AND  rONFIDENTTAL 

CGE  812286 

MEMORANDUM  FOR 

FROM:  DAVID  WATIONS 

SUBJECT:  Rgmnnte  tn  Tntrmal  White  Home  TravH  OfRee  Management  Rfv^ 

In  an  effort  to  rapflnd  to  the  Internal  Travel  Office  Review,  I  have  prepared  this 
memorandum,  which  d<r*iic  my  response  to  the  various  conclusions  of  that  Report.  This  is  a 
soul  cleansing,  carefully  H»*»itiwg  the  sunounding  i  ir  OBUOOCGX  and  the  piessuies  thai 
demanded  mat  a>-Ti"n  be  taken  immediately.   It  is  my  first  meant  to  be  sure  the  record  is 
straight,  something  I  have  not  done  in  previous  conversations  with  investigators  —  where  I 
have  been  as  protective  and  vague  as  possible.  I  know  you  wul  carefully  consider  the  issues 
and  concerns  expressed  herein. 

As  a  preliminary  natter,  the  procedure  followed  in  fiwaH-wtig  the  report  was  needlessly 
unfair.   Even  in  the  context  of  General  Accounting  Office  audits  and  reviews,  the  reviewed 
agency  is  afforded  the  opportunity  to  respond  to  the  report  and  nrmrisms  prior  to  release  and 
publication.  This  is  an  important  step  which  allows  inaccuracies  or  erroneous  Tt»*irrtt  to 
be  addressed  and  corrected  prior  to  publication,  and  mare  importantly,  allows  the  frmwrxj 
party  to  respond  to  the  contents  of  the  report.   Unfortunately,  in  this  case,  neither  I  nor 
others  directly  involved  were  afforded  any  opportunity  to  rebut  me  contents  and  conclusions 
of  the  internal  Review. 

In  this  case,  I  was  notified  of  the  forthcoming  reprimand  around  10  a.m.  on  July  2.   But  I 
received  a  copy  of  the  report  shortly  after  noon  the  same  day,  and  at  get  exact  time  from 
that  briefing  the  report  was  publicly  released.   I  was  never  afforded  the  opportunity  to 
respond,  and  until  this  memorandum,  I  have  never  responded  to  the  report  or  its  contents. 

With  the  recent  release  of  GAO  audits  and  the  resultant  press  coverage  and  criticism  of  my 
office,  seeing  the  record  snaight  on  the  Travel  Office  occurrences  is  imponanL 

BACKGROTTKn 

As  you  recall,  an  issue  developed  between  the  Secret  Serviceajtl  thr.  First  FamjJjt-oT     " 

tr^ne  Fust 


February  and  March  requiring  resolution  and  action  oit-youFs  and  my  parts.'' 
Family  was  anxious  to  have  that  situation  immediately  resolved,  and  the  First  Lady  in 
particular  was.  extremely  upset  with  the  delayed  action  in  that 


Likewise,  in  this  case,  the  Fust  Lady  took  interest  in  having  the  Travel  Office  situation 
resolved  quickly,  following  Harry  Thomason's  bringing  it  to  her  attention.-  Thomason 
briefed  the  First  Lady  on  his  suspicion  that  the  Travel  Office  was  improperly  funnelling 
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business  to  a  single  charier  company,  and  told  her  that  the  functions  of  that  office  could  be 
easily  replaced  and  reallocated. 

Once  this  made  it  onto  the  First  Lady's  agenda.  Vines  Foster  became  involved,  and  he  and 
Harry  Thomason  regularly  informed  me  of  her  »««■«"""  to  the  Travel  Office  situation  —  as 
well  as  her  nuisance  daa  the  «"«ww""  be  resolved  immediately  by  replacing  the  Travel 
Office  staff. 

Foster  regularly  informed  me  that  the  First  Lady  was  concerned  and  desired  action  —  the 
action  desired  was  the  firing  of  the  Travel  Office  staff.   On  Friday,  wfafle  I  was  in  Memphis, 
Foster  told  me  that  it  wis  baponi  that  I  speak  directly  with  the  First  Lady  that  day.  I 
called  her  that  evening  and  she  conveyed  to  me  in  clear  term  that  her  «*»«■>»  for  swift  and 
clear  *ri}r*i  to  resolve  the  sjaatiPB,   She  mentioned  that  Thomason  had  ^rpfaiw^H  how  the 
Travel  Office  could  be  run  after  removing  the  i  meal  staff  —  that  plan  «whw*»H  bringing  in 
World  Wide  Travel  and  Penny  s*«"pi»  to  handle  the  basic  travel  functions,  the  acnal  actions 
taken  post  dismissal  ^i  and  in  light  of  that  she  thought  imrnrrliate  iniun  was  m  order. 

On  Monday  morning,  yon  came  to  my  office  and  met  with  wj  j-LT  and  Patsy  Thomasson.   At 
that  meeting  you  eapaaned  that  this  was  on  the  Firs  Lady's  "radar  screen."  The  message 
you  conveyed  to  me  was  clear  imm— ft»t»  action  must  be  taken.   I  t»"wH  &  y00  t^al  I 
had  decided  to  terminate  the  Travel  Office  employees,  and  yon  eapnascd  relief  that  we  were 
finally  going  to  take  action  (to  resolve  the  t*""""1  in  conformity  with  the  First  Lady's 
wishes).   We  both  knew  that  there  would  be  hell  to  pay  if,  after  oar  failure  in  the  Secret 
Service  anahon  earlier,  we  failed  to  take  swift  and  decisive  action  in  conformity  with  the 
First  Lady's  wishes.  You  fo»n  approved  the  decisioa  to  terminate  the  Travel  Office  staff, 
and  I  indicated  I  would  send  you  a  memorandum  outlining  the  decision  and  plan,  which  I 
did. 

I  have  never  stated  all  this  so  dearly  before,  but  to  form  a  complete  and  accurate  picture  it 
must  all  be  kept  in  mind  while  reading  the  specific  criticisms  of  the  Podesta  Management 
Review.   I  will  now  address  those  criticisms  directly. 

RESPONSE  TO  SECTION  TT  T)T5;crTSSTON  OF  PRINCIPAL  ISSUES'  OF  TRAVEL 
OFFICE  REVTFW 

Travel  Office  Management'  (Page  14): 

"The  review  conducted  by  KPMG  Peat  Marwick  uncovered  serious 
financial  mismanagement.'  At 

At  the  strong  recommendation  of  myself  and  others  in  my  office,  KPMG  Peat  Marwick  was 
brought  in  -  instead  of  having  the  FBI  take  over  immediately  -  to  review  the  financial 
praences  of  the  Travel  Office.   I  concurred  in  Peat  Marwick's  analysis  and  conclusions: 
Management  of  the  Travel  Office  was  abysmaL 

nmiiip 
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"Treatment  of  the  Travel  Office  Employees*  (Page  15): 

"While  all  White  House  Office  employees  serve  at  the  pleasure  of  the 
President,  the  abrupt  manner  of  dismissal  of  the  Travel  Office 
employees  was  unnecessary  and  invmiirive.     At  _. 

In  the  conversation  with  the  Travel  Office  staff  notifying  them  of  their  termination,  I 
explained  that  a  review  of  the  Travel  Office  operations  had  always  been  planned  to  conform 
to  the  general  review  pro  **"  i«mi»m»ni»«<  across  the  White  House  administrative  offices  and 
the  Office  of  Admmistrarioa.  I  further  grplainnrl  my  rirrninn  to  tearing  them;  I  explained 
that  from  a  management  perspective,  in  this  case  it  wis  best  to  relieve  them  all  immediately 
from  their  jobs  and  provide  **ti  an  additional  two  weds  in  pay.   I  mfnimed  them  of  this 
and  asked  them  to  leave  immediately.  The  tone  wis  firm,  with  rnTpham  on  the 
mismanagemem  roan  mted  in  the  Peat  Marwick  report.  I  irphrinrrl  that  in  light  of  that 
mismanagement,  it  was  best  to  rfi«twi««  the  entire  "*"*'•** 

The  allegation  in  the  report  that  this  was  insensitive  is  wrong.   These  employees  work  at  the 
pleasure  of  the  P^-'di-m  and  all  in  the  White  House  <*wfi'v»  should  understand  that  there  is 
extremely  low  tolerance  for  the  severely  negligent  and  unaccountable  procedures  followed  in 
that  office.  In  light  of  the  First  Lady's  insinrnrr  for  i-"««*fi»*  action  and  your 
concurrence,  the  abrupt  manner  of  dismissal,  from  my  perspective,  was  the  only  option. 


^/ 


Mowtwttf  the  Past  Warwick  input  did  But  fin  null  iifTiiTii  cum  for  tuuiiuisnf 
cob  Mploy  without  finsscr.tl  ■afcariqr.  A*  a  IbbbI  bub,  the  Whhe  House  ha*  the 
njat  to  tornBBess  sb  eusttoyee  wiiuuut  tm   Is  one  cub,  however,  the  Whsc  Huuic 
i— nil  that  the  bbbbjbbbbb  of  all  — »bb  was  far  cbbcb.    Baaad  on  the  m/ormmon 
/, '  n  .  available,  iha  ■— mrq  wee  msppropnate  with  napaec  to  the  aapkrrea  who  did  not 

,"-   },\v^  ,  JT.    /fQ         exarose  finanml  snmonry.  .  .  .    Abeam  esnee,  a  awe  hrnnenr  approach  wat  m 

Jir  '  J^T)    V       '     /  order.    For  -"T1*   even  if  it  wars  daoided  that  the  TisvbI  Office  would  operate 

i        I  '  "■/>"       yHt" . J    A  ■Df»  efficxmly  with  a  i«ui|uiind,  smaller  staff,  aa  effort  coold  have  been  made  to 

-/  i'~        ~f-tf  UxaUi  'yJaa  (aieni  oopioyTMBt  for  those  who  would  be  displace  "    At  IS. 

As  early  as  February,  the  intent  of  Management  and  Admmisnation  was  to  review  and 
reorganize  the  Travel  Office  before  October  1  into  a  leaner  u'n  ation  —  just  as  with  every 
other  office  within  the  domain  of  Management  and  Administration,  from  the  Photo  Office  to 
the  Telephone  Office  to  the  Travel  Office.  That  remained  the  plan  until  the  intense  pressures 
surrounding  this  incident  arose  m  May.   If  given  *«•"•'  to  develop,  the  original  plan  to 
reorganize  the  Travel  Office  for  a  smooth  transition  in  September  would  have  allowed  the 
Travel  Office  employees  to  seek  other  federal  planrnrnt,  along  with  other  Executive  Office 
of  the  President  staff,  in  anticipation  of  the  end  of  the  fiscal  year  staff  cuts;  however,  when 
pressure  began  to  build  for  immediate  action  in  the  Travel  Office,  the  long-term  plans  were 
shon-arcuued. 

Toe  other  major  White  House  mistake  is  the  ueaianau  of  the  former  Travel  Office 
esnployeea  wee  m  taraiahisr.  their  I   l    '"  **lr*     Ifiis  resulted,  aa  discussed  above, 
from  the  mappropnaia  disclosure  of  sa  FBI  invasaraaon  inso  p1— **■«'  wrongdoeaf'  in 
the  Travel  Office,  (p.  15)  .  .  .    It  was  a  Bttstaka  for  the  White  House  to  publicly 
diseuai  FBI  involvement,  which  lad  to  the  diadoeure  of  the  FBI  investigation.  .  .  . 
Toe  auaai  pomu  prepared  by  Wadena'  office  for  the  pros*  office  stated  that  the 
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White  Houee  had  aakad  the  FBI  to  JWBjM     EHer  had  alae  ■aaaaaad  the  ITH  ta 
a  aaiiter  toft  of  "'^"f  poaa.  la  aadonf  that  i»  farmer.  Wallow  aad  EUer  were 

iiiianim  i  in  lln  iffiil  i — h  — ' u tfc..  |    i  i       ~t~  — ..  .. 

panes.    TTha  naaaJcs  wee  luuiuiiiinriad  whan  Faanr't  aad  Caoaaay't  awmrtiBc  » 
iliaiiam  tha  FBI  lafaraaoi  wee  aot  eaniad  oat.   Watkma  did  aacsnx  to  reach  M yen. 
■irl  TTTIt  hiiiflf  iiimnarl  Ttr  FH  wj—  in  hia  —  lii  bjwJ  pr—  bnefinjt  the 
aavacafof  May  19.   H— aw,  aaator  aa—ad  that  My—  avoided  tha  refcreeee.' 
Alll. 

Revealing  the  ongoing  FBI  investigation  was  insensitive,  bat  that  fact  comprised  one  sentence 
in  a  draft  version  of  wnrrn^  points  doted  by  one  of  my  staff  and  rimifliuirrl  for  TOtnmrnt  on 
the  mmrring  of  May  IP  —  thr  day  of  thr  r^""""""    The  talking  points  woe  diuubuied  to 
Foster,  Kennedy,  Myers,  and  Hkr  with  the  expo  CBJoa  that  we  would  have  nsol  the  2 
o'clock  press  briefing  to  get  the  fc™>ri  worked  out  of  the  talking  points.  As  soon  as  the 
suggestion  came  to  «<■<»«»»  the  iwfoiH""*  to  the  FBI,  it  was  done.  I  immediately  went  to  see 
Myers  to  inform  her  of  the  change  and  sensitivity  to  the  ongoing  investigation,  bat  she  had 
gone  to  the  Hill  with  the  President.  I  stmck  that  mence  from  EQer's  copy  and  asked  him 
to  inform  Myers.   As  soon  as  Myers  inin11^  from  the  HIE,  prior  to  noon  —  more  than  an 
hour  before  the  press  hvM»rwic>  —  I  proceeded  to  her  "fftT  and  mid  her  not  to  wwnric|n  the 
FBI  investigation.  She  informed  me  that  it  was  mo  late.  She  had  already  rrmonrird  by 
phone  to  a  reporter's  inquiry  by  phone. 

Thus,  this  was  a  mistaax  made  on  my  part  ^i—ih,»  I  was  not  intntove  »w*nh  to  take  the 
talking  points  drafted  by  one  of  my  staff  aad  realize  that  the  FBI  investigation  should  not  be 
mentioned  —  despite  the  sttopg  support  *^*  provided  for  Whits  House  actions. 


Tithanwi  Coraaliae  alao  played  a  roia  hi  the  iHittit—I  of  tha  Travel  Office 
eaBployeae,  aad  aha  toe  had  a  paraoaal  ataka  is  the  oaaaocne.    At  the  three  Banana  the 
wrote  oa  the  Travel  Office  — — .  aha  wee  eager  to  *ok  m  aad.  if  poenbJe.  mnaft 
tha  Office.   Her  pTopcaei  to  fBoneasee  the  travel  office  wee  appropriate  aad  woaid  be 
coaaidcred  uanei  to  ear  ttesaittOB  procaaa.    Bat  bar  role  ai  tha  decnaou'iiaJoss 
prooaai  after  aha  becene.  ox  effect,  aa  'aocaaer   of  the  Travel  Office  eaapJovai  *   by 
coilectnif  Ail  iiiimbu,  aad  aiieaiBS  poaeuMe  ■■■'■»p'w"|  was  napproprate.    .  .  . 
(Ejvary  effort  aboald  be  aaade  to  aaatlata  the  federal  govaraaaaat'a  namaftmeni 
daoBBoae  fron  evea  the  appeafaaoe  that  peraonal  uuneett  have  played  a  role  o  the 
namin  of  tfaoae  rif-innnt  '    At  20. 

Cathehne  Cornelius  had  no  pan  in  the  dismissals.   I  put  no  stock  in  most  of  what  Cornelius 
told  me  except  to  the  di  gto  it  was  factual    Her  jiv"»"»*»«  for  dismissal  and  iwiiujiiijariim 
had  absolutely  no  bearing  on  the  final  decision  to  terminate  the  employees    If  her  input  hid 
been  respected,  the  need  far  Peat  Marwick  would  have  been  negligible,  but  in  light  of  her 
self-interest  and  her  tendency  to  exaggerate,  I  decided  to  rely  exclusively  on  a  professional 
accounting  firm.   Catherine  Cornelius,  H»«pif»  the  Review's  suggestion  to  the  contrary,  h*«1 
absolutely  no  role  in  the  decision-making  process,  and  was  in  no  danger  of  being  placed  in 
charge  of  the  Travel  Office.   My  intent  all  along  was  to  put  a  trained  financial  manager  over 
all  the  White  House  adrninisnahve  operations,  including  die  Travel  Office. 

■iniieii 
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When  I  assigned  Catherine  to  the  Travel  Office,  I  did  ask:  her  to  provide  a  report  to  me  on 
May  15  based  on  her  previous  experience  and  actual  experience  in  the  Travel  Office.  She 
was  placed  in  the  Travel  Office  because  of  her  prior  ri;irrirnce  in  that  area  and  a  need  to 
move  her  out  of  my  immediate  office  —  where  she  had  become  a  liabOiry  to  daily  operanons. 
Having  had  extensive  experience  with  Catherine,  I  knew  thai  her  report  would  contain 
unworkable  ^nwinwitiiintn  hot  as  J  have  in  the  past,  I  r\[rtirtl  to  distill  those  with  which 
I  riio[ni  ed  from  thf>*^  I  tti""g"*  hHpfai     DnfornmaiEly,  due  to  her  «<<■«■"*  to  revamp  the 
Travel  Office  in  her  own  uTtenen,  r?th<~rm*  may  have  ignored  my  intent  to  carefully  review 
and  scruonize  any  nwnHinwnHatirm*  nude 

After  r"h*ririi»  fry-*™"  an  •accuser'  of  me  Travel  Qffin-  mft  her  input  was  merely  on  a 
farnrai  leveL  I  interviewed  her  to  derive  the  f,"T"1  basis  of  her  allegations  and  for  facts 
about  the  "<lrt  performed  by  the  Travel  Office  staff,  but  never  asked  for  other,  non-factual 
input  other  than  the  May  15  report  I  was  expecting    All  views  she  ri|iir^inl  were  evaluated 
in  light  of  her  known  bias.   To  put  it  simply,  «*^  had  no  inn111**  on  the  decision- making 
process  other  than  by  providing  fa'wui  mfonnanon. 

"Tka  Whita  Boat  oak  wnl  acDoa*  Mm  iUimiiiii»l  en  imnniinirr  m  the 
tppautacm  of  frrauiiB.    THinnt  Wadd  Wide  Tpwd  on  m  ao-aid  bui  —  «*ca  is  u 
ana.  aaaa-gaa  — n  —  oaaaad  tfca  appaetaena  at  tooan  toawd  »  local 
f i nil  front  a»  ~- 7— t"     Wadd  Wide'i  |ii— iilim    Boom  Cjxobj,  u  *  loof-one 
"■f— ■■—■ —  of  WatfcJB*.   Wednoa'  Little  Rock  mI»iihiih  afoacy  was  a  diem  of 
Werid  Wida  m  the  1970a  and  Wadd  Wida  waa  a  cfioat  of  Watfcjaa'  tj-acr  dar=t 
&at  suae  panod.'    At  23. 

Part  of  the  plan  for  immediate  replacement  of  me  Travel  Office  staff  was  use  of  World  Wide 
Travel  Service  to  book  commercial  flights  far  the  Office.   Tins  »«p»*t  of  the  plan  was 
Hi^iiTwi  with  all  maaested  parties,  and  all  concurred  with  knowledge  that  World  Wide  had 
been  the  campaign's  travel  agent.   This  made  the  p^t*  "">*  H"**  to  the  fact  that  we  could 
not  have  publicly  viiiriTH  bids  in  light  of  confidentiality  cancems  and  when  we  had  ongoing 
business  needs  that  had  to  be  taken  care  of  immediately  following  the  terminations. 

As  for  the  my  longtime  anpwinranr-g  with  Beta  Carney  and  World  Wide  Travel,  I  must 
point  to  my  cA(«irnrr  in  the  business  world.   There,  reliance  on  a  firm  from  whom  one  has 
received  exceptional  service  is  the  rule. 

As  well,  since  the  time  I  was  a  client  of  World  Wide's  and  since  World  Wide  was  a  client  of 
my  advertising  agency  in  the  1970s,  I  have  personally  and  professionally  used  at  least  half  a 
1/     dozen  other  travel  services.    So,  any  suggestion  that  railing  thi»m  in  this  case  derived  from 
-'   1  v/lX '  /ftP1*1  n*aory  'a  absurd,  and  the  media  suggestions  of  improper  favoritism  were  likewise 
t  absurd. 


n 


J 

'}>        We  had  recent  experience  with  World  Wide,  and  based  on  that  experience  I  knew  we  could 
p  ft  rely  on  them  for  confidenoality  in  handling  and  preparing  to  handle  the  Travel  Office 

business,  until  the  business  could  be  subject  to  full  and  open  competition. 
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'None  of  Out  baptiai  say  taptqp*  conduct  by  World  Wide,  which  ia  i  well- 
mmMibhJ,  ■■  ii  mi  fill  ttavel  agency,  iwqNted  largest  m  the  country.   World  Wide 
i  ii mill  —hw—d  (hit  tbey  could  secure  White  Home  bosoea  only  through  aa 
open,  08BMMW1  bkMJBg  process.    Box  the  mipinnnn  of  favorBBg  *  Irrvl  supporter 
«■  mii|ii— ilili  to  diapeL* 

At  this  point  in  the  sequence  of  evens,  with  the  ■  mtent  plan  approved  by  the  Firs  Lady  and 
the  yourself  ir"»in/4i«»>  ream  to  World  Wide  Travel,  it  would  have  unnecessarily  hetghrrnrd 
confusion  to  ta  '"'*  as  unknown  travel  lervicT     Again,  a  primary  source  of  the  problem  was 
the  abruptness  ™**a  by  the  calli  for  immediate  arriTrn  in  the  Travel  Office  and  the  at  least 
daily  inquiries.   If  my  plan  to  slowly  shift  as  the  fiscal  year  came  to  a  close  had  rrmainrT< 
intact,  a  travel  agent  would  have  *»■»"  piium*1**  is  a  mare  transparent  bbmb    However, 
since  at  the  ame  of  rrirmg  World  Wide  it  was  known  that  they  had  a  GSA  contract,  hiring 
World  Wide  was  not  as  questionable  or  "norj-coinpexitive'  as  the  Report  or  the  press  would 
have  one  believe. 


"Braagjag  m  Penny  Sample,  Proadaat  of  Air  Advsaxage,  to  handle  proa  charters  oa  a 

I  ttat  tDft  WnieW  OOQaaB  WM  U  ?U]f  to 

I  g  comer  broker  sod  a  dose 
t  ea  Sonpia'i  put. 
i  or  uvTMiocnv     At  20. 

Like  Worid  Wide  Travel,  Penny  g««ipi*  was  part  of  the  shem-term  plan  far  running  the 
Travel  Office  after  the  twiniiunrm*    Since  she  was  willing  to  volunteer  her  services  without 
her  or  her  company  receiving  any  compensation  —  bcramr  we  realized,  like  they  did,  that 
they  would  be  conflicted  out  of  virtually  all  White  Ho"**  business  —  we  believed  the 
conflicts  and  apr-*""j"r»  of  favoritism  issue  had  been  sufficiently  addressed    Again,  we  did 
not  believe  it  to  be  favoritism  to  have  a  farmer  service  provider  for  the  campaign  volunteer 
to  assist  the  White  House. 

"White  House  Management*  (Page  21): 

The  While  House  aade  a  amber  of  mumraaeni  minsrra  m  handling  the  Travel 
Office.' 
"Lax  Procedures" 

"The  respoonbujry  for  Taoaaaeoa's  influence  oo  the  Travel  Office  modem  must  be 
attribmed  to  While  Hoses  msnagtmeot.    Tboeaaaaa  mould  have  avoided  eocBaned 
invorvcBflBBf  hi  a  nattier  to  which  hil  bushseai  pexoser  and  hai  fricoda  hi  the  l  ^|"'1*1, 
busmani  anod  to  benefit  aad  hi  which  there  waa  aa  appaaraaoe  of  financial  conflict  of 
mem    Bat  ha  prooadurea  allowed  hia  conaaaad  partirinatioB  hi  the  prooaai     ... 
There  should  be  beoar  rnanagcsaaat  control  with  reapeet  to  the  asaaioB  that  say  aon- 
White  Houte  snuYperaoB  ia  brought  hi  to  cany  one.   Petmitung  Thonssson  —  or  any 
bbb  surT  pereaa  who  cob—  m  on  aaacial  ■engnmefit  —  lo  wort  on  problem  oooade 
the  scope  of  hii  or  her  aaMgaaaaat  ia  not  a  good  uiauaje.*    At  21. 


Management  and  Administration  had  no  part  in  bringing  Thomason  into  the  White  Hrn»*ff    In 
fact,  the  responsible  office  tailed  or  intentionally  neglected  to  inform  Management  and 
Administration  of  the  nature  of  his  work.   Contact  with  this  Office  on  the  subject  crnnistrri 
only  of  the  Fast  Lady's  Office  calling  to  insist  on  immediate  access  for  Thomason. 
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"Placing  Cornelius  in  Travel  Office." 

'Gives  Coratbm  prr?*—*1  uaenm.  m  nouot  the  Travoi  Office.  Wutau  ibouLd  aw 
/    hare  placed  her  m  the  Office  10  make  t-"iini",",«*"~*  oa  how  the  Office  should  be 


As  stated  above,  Catherine  was  placed  in  the  Travel  Office  because  of  her  experience  in 
travel  and  to  allow  her  to  make  a  meaningful  and  TigTrittram  contribution  to  this 

Kiiminimrinn      "JhC  rwiernal  attio ett  W3S  "*"**  tO  SBC  if  Sfae  Would  WOlk  there 

pennanemly  —  if  she  liked  that  work  and  if  it  likewise  suited  her.  The  report.  I  asked  her  to 
draft  and  provide  on  May  IS  was  in  no  way  the  driving  farce  far  her  assignment  to  the 
office,  it  was  simply  a  way  to  h^tp  tHn"""*  her  long-term  tmtahflify.  She  was  placed  in 
that  office  became  of  her  extensive  rTprrr""*  since  October  1991  in  coordinating  travel  for 
then-candidate  Bui  Clinton.  She  was  not  placed  in  the  Travel  Office  primarily  to  make 
recommendations  on  its  future  structure. 


-Wttkmi  ecapoeadad  the  probiao  whan,  m  laapou—  id  ThccBaaea'i  "— t'-^-~  he 
aaced  CocDauai  to  6a  eieft  to  poacuMe  ""'Tif  BB|  or  cornxpooo.    Gorseuxa  InrrriH 
the  ■i|tiiaiii  orpwparmnB  farthiatoia.   Nor  waa  aha  grwn  any  foidaaee. *   AX  21. 

Catherine  was  not  asked  to  investigate  or  document  wrongdoing  by  the  Travel  Office  staff.  I 
understood  that  she  lacked  ai^ii-wr  to  perform  such  a  task.  Catherine  was  merely  asked 
to  observe  what  transpired  in  the  Travel  Office  —  nothing  further  was  requested  or  expected. 
Special  training  is  not  ntrried  to  keep  one's  eyes  and  eats  open,  to  observe.   I  never  asked 
her  to  collect  documents  or  other  information;  she  undertook  this  of  her  own  volition. 

"If.  hi  April.  Waikma  ifaoafht  the  aUafBBOaa  reported  by  Tbocoaaan  ahoald  be  looked 
at  mote  aertoualy.  he  ehould  bra  do—  aa  hi  a  —  fiuifi—iiaiei  meaner.'   At  21. 

The  suggesdon  that  this  could  be  more  professionally  handled  is  absurd.   I  noted  the 
allegations,  but  thought  they  could  wait  for  review  —  and  knew  they  would  be  >""*niT"-1  — 
during  the  course  of  the  planned  internal  review  of  the  Travel  Office.   For  that  reason,  no 
acnon  was  taken  other  than  to  ask  to  C ifoTir**  to  "keep  her  eyes  and  ears  open." 


"Poor  Planning." 

"There  «*•■  no  adequate  plaa  in  place  to  namage  the  Travel  Office  to  the,  nhermatb  of 
the  riiiiimaali  *   A121. 

Harry  Thomason  indicated  that  he  could  put  a  more  **** »*i«*"f  structure  in  place  in  an  hour's 
time  to  handle  all  the  tasks  of  the  Travel  Office.   While  I  believed  that  my  original  plan  to 
carefully  review  the  Travel  Office  would  best  serve  the  White  House,  when  I  spoke  with  the 
First  Lady  on  Friday  night.  May  14,  she  cited  Thomason's  plan  as  support  for  the  need  for 
immediate  action.  That  action  involved  utilizing  World  Wide  Travel  and  Penny  Sample  in 
the  short  them.   As  well,  in  my  memo  to  you  on  May  17  explaining  my  intent  to  terminate 
the  Travel  Office  employees  the  next  day,  the  intention  to  use  World  Wide  Travel  was 
outlined.   You  approved  this  action  based  on  this  memo  prior  to  the  actual  terminations. 
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Tor  camfc,  do  one  m  the  deaooo-oatanj  rtinn  cpaex  to  die  While  House  prat 
tad  prw  advance  ateiT  umnbeii  woo  worked  eloeely  with  the  Travel  Office 
mi  ill  ij  net  fc— ■  Uiii  —pioy—  there.  Md—eod  the  urnai  they  provided  aad  the 
degree  B>  which  they  were  relied  noon  by  members  of  the  travelliaj  preat  sad  other 
eanaderahaa*.   Nana  wee  *— ♦«<— «<  by  Watkm*.  *   At  22. 

In  light  of  the  need  for  absolute  crmfidennaliry,  it  would  have  been  foolhardy  to  consult  the 
press  or  press  advance  «ijfft    From  the  staff  review  and  Catherine  Cornelius'  experience 
(this  is  the  primary  area  where  her  faecal  expertise  was  relied  upon),  we  in  fact  did  know 
the  services  that  the  Travel  Office  staff  performed    rathrriir  Coaming  and  Harry 
Thoraason  regularly  and  repeatedly  reassured  me  that  the  press  '  baTHB*  fnnrnon  could  easily 
be  assumed  with  the  asrisBnce  of  Penny  S»"ipi»    Thus,  plans  to  replace  these  atpwts  of  the 
Travel  Office  functions  were  in  f**r~  prior  to  the  dismissals.   Thro,  when  the  need  for 
immediate  replacement  ►**■**"»»  evident,  I  committed  to  provide  whatever  manpower  was 
needed  to  peifuim  the  services  the  Travel  Office  staff  had  performed. 

Immediately  following  the  dtsnnxtali,  meeringi  were  held  with  the  press  and  press  advance 
staff  to  mass  all  necessary  arrangement!  for  upcoming  trips    These  <fi  "*■'««'■"««  ™w  after 
the  fact,  but  were  accompanied  with  a  n,mmifTT"*"f  from  my  office  for  all  necessary 
resources  to  perform  the  job. 

Ike  abaaaeo  of  a  plea  PWB—d  the  Ua-mmna  oae  of  World  Wide  Travel  aad  Peaay 
Sanaae  of  Air  Advantage,  which  ftaaal  Am  ehargai  of  favorjaan  already  diaaaaad.* 
At  22. 

As  explained  above,  the  plan  was  to  use  World  Wide  Travel  and  Penny  Sample;  there  was 
no  absence  of  a  plan.  Becanae  of  the  need  for  confidentiality  and  the  need  for  quick  action, 
reliance  on  those  with  whom  we  had  rii]nirnrr  v*^r"H  the  only  rational  decision.   Having 
performed  superbly  in  the  ratrrpaigw  *nA  in  light  of  our  need  for  immediate  travel  agent 
support  -  due  to  the  pressure  for  imin»Hi*ti»  action  from  several  quarters  —  we  flrddird  the 
plan  would  include  short-term  reliance  on  World  Wide  Travel. 

I  would  have  much  prefmed  to  have  my  staff  carefully  review  the  Travel  Office  and  make  a 
detailed  business  plan  for  the  new  fi«-»i  year.   This  utuved  impossible,  though,  when  the 
pressure  for  acdon  from  the  First  Lady  »"H  you  became  jnesisrible    This  rirr^pH  for 
immediate  action  farced  me  to  accept  hastily  formulated  plans  far  hasty,  inadvisable  action. 

"Overview.* 

'  iae  irtmereaaeat  probkaae  in  the  handbag  of  the  Travel  Office  extended  beyond  the 
Waaa  Ha—  Office  of  Maaayemeat  aad  Aaaaajaaaaaa.   The  Ouef  of  Staff  and  the 
White  Roam  Cooaael'i  Office  had  the  opparnaaty  to  contain  the  ifiamriim  of  the 
inridml,  bat  did  not  take  adequate  advaaaga  of  ana  opporaaaty.*   At  22. 

■IDIIIIIBE 
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The  praceai  should  have  baa  bandied  in  a  more  cental,  deliberate  lufaion.    Before 
soy  daemon  wu  nadc.  the  Tnwd  Office  uiajtojeea  ebouid  have  bees  uuerv:iwod 
aad  other  Whin  Hooee  euff  who  — d— Mod  the  operation*  of  the  Travel  Office 
ebouid  have  baaa  conauuad.   If  diaBiuaaia  am*  daaoaad  eppTopmie.  a  sow  ccraonrc 
should  have  baaa  descend  and  readied  for  njaiuweeaaacn  before  any  loaon  wax 
taken.   Throojaam.  lha  pa——  mould  hava  treated  the  Travel  Office  rmpln;ii  with 
.*    At  22. 


As  stated  above,  I  too  would  have  much  preferred  to  have  my  staff  carefully  review  the 
Travel  Office  and  formulate  a  ****j\*A  business  plan  for  the  new  fiscal  year.   This  proved 
impossible,  though,  when  pressure  far  arri""  became  irresistible.   If  forced  me  to  anrept 
hastily  formulated  plans  for  hasty,  inadvisable  arrinn 


CONfTTTSTON 

I  think  all  this  makes  r\nr  ttnt  the  Travel  Office  '?******  was  dztven  by  pressures  for  action 
originating  outside  my  Office.    If  I  thought  I  could  have  resisted  those  pressures,  undertaken 
more  considered  action,  and  remained  in  the  White  House,  I  certainly  would  have  done  so. 
But  after  the  Secret  Service  inHrfwit  u  was  aade  dear  that  I  must  more  forcefully  and 
immediately  follow  the  direction  of  the  First  Family.   I  was  convinced  that  failure  to  take 
immediate  action  in  this  case  would  have  been  directly  canary  to  the  wishes  of  the  Fust 
Lady,  something  that  would  not  have  been  tniw-nwH  in  light  of  the  Secret  Service  incident 
earlier  in  the  year. 

For  this  reason,  I  was  forced  to  undertake  the  Travel  Office  remganinaon  without  a 
business  plan  firmly  in  hand  —  wishing  I  had  never  before  done  in  years  as  a  management 
consultant,  where  such  plans  were  my  business. 

All  failings  outlined  in  the  Podesra  Management  Review  were  either  mistaken  and  groundless 
criticism,  or  were  based  on  actions  dictated  by  the  need  for  instant  action.   This 
reorganization  required  more  careful  review,  but  in  this  case  that  possibility  was  foreclosed. 
Delaying  action  was  beyond  my  control. 


iiiiiiEiieii 

CGE  012294 


2995 


CGEPR  9563 


CHRONOLOGY  OT    TRAVEL  OFTTCE  FTHIMC8  (aa  of  S.23.»3) 


—  Dee  Dee  Myers  talks  to  Harry  Thoaason  and 
_Kartens  about  press  charter  bu sines a.   Martens  contacts 


Billy  Dale  In  the  White  Houae  travel  office  and  <«  rnlrt  ghara  is 
g*rtS~  cnaocjsy  TRM  will  gee  white  Houae  buaineas.   Martens  writes 

memo  at 


jut  conversation  to  his  file. 


>^- 


February  15  —  Catherine  Cornelius  and  Clarissa  Cerda^  write  at 
to  David  watkins  proposing  reorganization  of  travel  of~ 

^   iw»/»-rvfc-/x-»«!T— <=** — 8.  ■*,  Own.      p.p  .PAT  V*-  £»*"■— ■  <?  t^-v^ 
April  -flrj1 —  Catharine  Cornelius  goes  to  work  in  the  'reave!"  off ice,  ^__ 
acting  as  a  liaison  to  scheduling  and  advance  and  arranging 
hotels  and  flights  for  White  Houa»_  «»■<•*'"  .  £»  IWaw  ••»*.««-»<  js<+j>-f     ^ 

"kay  10  —  Harry  Thoaason  and  DarneJJL_Martans  aeet  with  Watkins,  »fr  S 
describe  Martens  encounter  with  Billy  Dale.   Thoaason  calls      f^  J- 
nartens  Cincinnati  office  and  has  aeao  faxed  to  White  House.      /  ^^ 
Thoaason  makes  copies  for  David  Watkins,  Catherine  Cornelius  and 
himseir.tfTV'."*^  S++J    -A-  ~± — -  /»*-  DitJL*.    -^TTT^ZTL^   /v-l+  «%/  F*  s*~ 

"5|S_l5  —  Bill  Kennedy  (and  others?)  meet  with  representatives  s-      <- 
(who?)  of  the  FBI,  seeking  guidance  on  disturbing  information   ^  '  " 
discovered  in  the  travel  office.   FBI  confirms  that  there  may  be  £•>——. 
enough  information  to  warrant  further  investigation.  JC6'<* 


Kay  13  —  David  Watkins  contacts  Larry  Herman  of  Peat,  Marwick 
and  asks  the  company  to  review  travel  office  Tiles. 

Kay  14  —  Larry  n»nn»n  and  five  other  Peat,  Marwick  accountants 

begin  review.   Interview  several  members  of  the  travel  office    

(which  ones?)  ^v»-»-< 

u_.  ^  -  » 

Kay   IS    —   Peat.    Marvjfflr   jmrm-ni-g    ttri»f   seabers   of  White   House         *^~~T 
counsel's   off  ice,  _  administrative   staf  f^aiid_Fm   about   their  -"W*  >• 

findings.      Based   on   information   pjjgijiM   nnv--iSn   ♦•>»»   briefing,    the   +  r+f 
FBI  determines   they  have^-*pTe<licate"^to   investigate. 

i^^io..  (U^c   f^***"^ —     '   "" ' 

Kay  19  —  n«vi<i  Batons  »»»«•■:  wi»>«  *-....•  ~-   #<»-  aeabars  of  the 
travel  office  in  Washington,  including  Billy  Dale.   Tells  them 
-they  have  been  dismissed  and  asks  fcfr.r"  p*  '*'»'■''  *"r  their 
belongings_by_day '  s  end.  .i»*r   vnmr-   bgjftXa  *]  Kamin  of  the 
Washington  Post  and  George  Condon  of  the  White  House 
Correspondents'  Association.   Dee  Dee  wy-«  bxlaJa  Mixta  House 
press  corps  at  2  p.m. ,  confirms  that  FBI  has  been  called  and 
further  investigation.'  is  *eTTfr\y^m      Later  that  afternoon.  George 
Stephanopoulos,  Dee  Dee  Myers,  Jeff  Eller,  David  Watkins  and 
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Larry    Ucrquin    hold    bacA^r-und    briefing    for   wires    and    nets    to 
provide"~norc    details.       '■J~~"~\l'^    ^n<;u(<rs    question    during   pnoto   op; 
telling    reporters    Inq-u.iri's.es    should    be   directed    to   Hack   HtLartv. 

May    20    --  e«on»-    StechE-TCSQC-lous    briefs    Whir*    Hon**    nr»«r«:   rnr-p^ 
Later    that   evening.    G^na       Gibbons    of    Reuter   and   Wolf    Bltt7»r   Q( 
CNN    notify   George    that   t^riey    have    obtained    the_  Comelius/Cerda 
memo    on   restructuring    tie.^    travel    office.      They   agree   to  hold   the 
story   until  George,    Dee  Z-aee    and    David   can   meet  with   their  bureau 

chiefs    the'  following    ■< ling.       Sen.    Christopher   Bond   releases 

letter,    calling   for   a   f=j-ll    accounting  of   travel   staff   firings 
before    the  Government   Oess    committee! " 

May   21   —  George,    Dee   Tease    and    David   meet  yith   Bill   Headline, 
wonriy  Walker  and  WoT2    -■l^".T~ar   SI    ryrtl   »"ri    Bureau  Chief  and  Gene 
GiSborisZojLcNN.       Followicng   aeetinq,    they   run   story.      George,    Dee 
Dee,    David,    Bernie  Musttaaua,    Vince    Foster ',    BTU  Kennedy,    David 
Dryer,    and  John   Collinryarood   of   the   FBI   then  Met  in  George's 
office  to  review  aatai_s       surrounding  dismissal.      At  the  end  of 
the  meeting:,   John  Colli^-uwood   returns  to  his  office  to  update 
statement.      Meanwhile,   fyeat,  "Marvicx.  agrees   to  produce   final 
Hi-*<*t-   of  report.      Heanvh -  ile,    Ann   Devrov   and  Ruth  .Hnrmic  nngjfy 
George  and  Dee   nee  tiia-   -rhcy  h»v.   nhn-a-in^d  eopyfot  Mar-tensaeabw 
Dee   Dee   contacts   H»rr^  '-•"    nm~iri».       He   explains   gtmniiMamasT  ' 
says   he  will  track  doc  r Darnell   Martens.      At  4 :  15 .    press  staff 
hands    out  Peat,    Harvicc   rreport,    rnm«Hng/carda  nemo  and   the   FBI 
statement.      George   hriafxs    White   House   press   corps.  *  Later", 
Martens   comes   to   the   fej  -te   House   at   Dee   Dee's   reguest.      Calls 
Ruth   Marcus   from   Dee   Dees*; '  s    office   to  discuss  memo.      POTOS  is 
questioned  during  pb,ota       np   virh    unguium     3  "Cyprus,    says  change 
will    save   press    25    perra-ant   on    first   trip.       Finally.    George   issued 
a    statement    Lace    in    zi&       day,    stating   the   World  Wide  Travel  Had 
voluntarily  given   up   tte-    White    House   business. 

May   22    —   PQTOS_  travfi«       rn    H-"   "'T'^if"      talks   extensively  about 
the   travel  office  dur^=e;g    a   session  with    local   radio  and 
television  reporters.      "Press    office   distributes   Martens   aeao   to 
traveling   reporters. 

May   23    —  Williaif'SafJ.i^^e    accuses    White   House   of    "politicizing" 
FBI    during   appearance  orjn    Meet    the    Press. 

May    2  4    —   'tiiffira    ■   il    1       1 — nrppears,    outlining   charge   that  White 
House    r"'  ''''T'  7,"A    rbe   rFBT    to    ~iu~n'f"    firin-H         George    briefs 
White   House   press   corrs _ .       Press    follows    briefing   with  questions 
about    Janet   Reno's    stst^ement    that    proper    procedures   were   not 
followed"!  - 

May    2  5    —      dottt«:    ;«:    ,*r-*r~tj    during    photo    session    about   allegations 
that    White   «"■■«=»    p^i  1--  -r-i  T»n    fpt  He    repeats    answer   that   change 

in    travel    staff    has    awed    press_^a»^-tax-payecs^money   and   that 
further   questions    shcci_Ld    txr^referred    to   McLartyT"^ 
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Lasater  &LCbmpany 

JLil-I/^V1*    ANKERS 


I     N     V     E    S    T    M 


May    30,    1985 


_         / 


'Mr.  Bob  Snyder 
Executive  Vice-President 
T.J.  Raney  &  Sons,  Inc. 
Investmenc  Bankers 
3600. Cancrell  Road 
Lit;cle  Rock,  Arkansas 

re:   Legal  services  rend« rr-d  Co  dace 
Micchell  Law  Firm 


\ 


Dear  Bob: 

I  am  enclosing  a  cop 
Micchell  law  firm  which  \, 
Company.  The  legal  servic 
from  Che  decail  sheecs,  v 
of  our  group  efforts  on  t 
nicacions  Syscem  Financin 
Lasacer)  agreed  co  splic 
on  chis  cransaccion,  we  v 
check  for  one-chird  of  tl 
$10,716.98.  I  fully  expec 
these  expenses  from  bond 
receiving  your  check  as  £ 

Thank  you  lis  arivaiuit 


Sincerely, 

Michael  J.    {(take 
Senior  Vice-President 

MJD : cb 

encl. 


y  of  recenc  billings  from  che 
ai,e  been  paid  by  Lasacer  & 
e:.  rendered,  as  you  can  see 
ere  in  support  and  advanceL.-nt , 
ho  Arkansas  State  Police  Coramul- 
g.  Since  we  (Raney,  Hutton,    / 
expenses,  liability  and  fees 
ould  appreciate  receiving  your 
es;e  legal  fees  in  the  amount  7of 
t  our  group  to  be  reimburse^'  fo 

proceeds  and  look  forward  to 
oon  as  possible. 

;  >'.  .      "'OUr     aSjlS-cTiCc     171     en  IS 


cc:    Dan  R.    Lasacer 
Rick  Knox 
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Mitciioi.i..  Williams.  Sei.io,  .UrKhoH  d   Tuckeh 


March    15,     1985 


Ijmi    Hutl,  AMA«UI   7-J'Jf 


Mr.  Michael  Drake 
Senior  Vice  President 
Lasater  and  Company 

312  Louisiana  Street 
Little  Rqck,  AH  72201 


Re:   Legal  Services  Performed 
through  Febtjary  28,  1985 


FI/LE  NO/.  6039-4   -   1985  LEGISLATION  ADVICE 
FEES: 
EXPENSES: 
TOTAL  AMOUNT: 

PIL?  NO1.  6039-5   -   LEASING  PROPOSAL 


\  FEES : 
\    ^EXPENSES: 


\   TOTAL  AMOUNT: 
\   \ 
TOTAL  AMOUNT  DOE: 

PREVIOUS  BALANCE: 

TOTAL  AMOOT  DUE: 


cu»«r no  6639- 

\ 

x    \ 

\.      \ 

\ 


S  3,979.0(i 
342. 5K 

r 

S  4,321.5} 

/ 
S  4,081.00 
912.09  '' 


$  9,314.60 

22,836.33 

$32,150.93 


(ITEMIZATION  ATTACHED ) 


Httcbkll.Wiluai.1.  Nauo.  Jachsom  a  Tu 

lOOO  iwv  u  Paauaa  Baiiaoa 
Lmu  ■  ca    \H„Mt  riiau 
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Mitchell,  Wni  iams.  Ski. ui.-Uimnon  3.   I'll-  k.  h 
STATEMENT    OF    SERVICES    RENDERED    A.';    OK    2/2H/M5 


CLIENT         60J9      -       I.ASATER    &    COf  Pf  NY 
MATTER  4       -       J.985    LEGISLATION 


AOVICE 


DATE 
2/15/85 


2/25^85  \ 


2/26/85 


2/27/85 


SERVICE  PERFORM*  : 

INTRAOFFICE  CONT  £f;£NCE  ANNE  RITCI1EY  AND  JOHN  SELIC 

TELEPHONE  CONFERENCE  WITH  MICHAEL  DRAKE 

TELEPHONE  CONFERENCE  WITH  WOOTEN  EPES  '- 

CONFERENCE  WITH  fOrfN  SELIG  AND  ANHc:  RITCHEY     \ 

CONFERENCE  WITH  JCOTEN  EPES  \ 

INTRAOPFICE  CONFiCRiiNCE  ANNE  RITCHEY  AND  BILL  WOODYARD 

\ 
TELEPHONE  CONFERi:N..E  WITH  MICHAEL  DRAKE        \     • 

CONFERENCE  WITH  .>AU  MOUDY  1    | 

CONFERENCE  WITH  .iOH  NASH 

I    I 
CONFERENCE  WITH   .Ei.DON  DANIELS 

ATTEND  INSURANCE  AMD  COMMERCE  COMMITTEE  MEETING    ' 

REVIEW  STEPHENS  iN/.'S  ADFA  BILL  AND  DRAFT         / 
MEMORANDUM 

TELEPHONE  CONFER)  N.  E  WITH  FIRST  PYRAMID 

:NT?..\CFi":<*S  CC»»7.  RiIhCE  BILL  wuODYAftu  AHU  ANNE  RltTCHEY 

DELIVER  DOCUMENT:  TO  DAN  MOUDY  AND  MICHAEL  DRAKE 

TELEPHONE  CONFERINi  ES  WITH  LAUREL  ESTERLEIN  RE 
PROPOSAL 

TELEPHONE  CONFER I Ni  E  WITH  DAN  MOUDY 


7? 
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MlTCMKI.l..  Wll.MAM*.  Stl.Ui.  .I»«-H>.1N  .*  TlK  «>M 

STATEMENT  CF  SERVICES  RENDERED  AS  OF  2/28/85 


CLIENT    6039 
MATTER       5 


LASATER  &  CQH.'A'tf 
LEASING  PROPOSAL 


SERVICE  PERFORME) 

INTRAOFFICE  CONFlIR.iNCE  ANNE  RITC1IEY,  JOHN  S§ELIG 
AND  W.  C.  BARRIEIt  \ 

TELEPHONE  CONFER. CNOE  WITtl  LAUREL  ESTERLEIN    \ 


REVIEW  AND  REVISION  OF  LEGISLATION 


PREPARE  BILL  FOR  DELIVERY  TO  E.  F. 
NEW  YORK 


MUTTON  IN 


CONFERENCE  WITH  i'AIIL  YOUNG  fc  MICHAEL  DRAKE 
CONFERENCE  WITH  MESSRS.  DRAKE  AND  YOUNG 


INTRAOFPICE  CONF  :Ri:NCE  ANNE  RITCHEY  AND  JOHN  SELIG 
CONFERENCE  WITH  I.E.C:SRS.  DRAKE  AND  YOUNG 


CONFERENCE  WITH  <  Oi..  GOODWIN 


CONFERENCE  WITH  hKHAEL  DRAKE,  PAUL  YOUNG.  BOB 
SNYDER  AND  JOHN  :EMG 


3003 


MlTCIIELI..  WILI.IAMK,  Scl.lO.  .UCMSON  ''     llK.'KKII 


IJTTU  Uacm.  AHinul  IUJIM 


February  20,  19H5 


Hi  .  Michael  Drake 
Senior  Vice  President 
Lasater  t   Co. 
}12  Louisiana  Street 
Little  Hock,  AR  72201 


Clifnr  MO 


\o39- 
\ 


^.f**«  •*?»««  i 


/    Re:   Legal  Service:.  Performed 
/         through  Janua. y  31,  1985 


FILE  MO.  6039-4   - 
FEES: 
EXPENSES: 

TOTAL  AMOUNT: 


198!.  LEGISLATION  ADVICE 


$17,647.0 

676.1 

$18,323.1.' 


FILE  NO.  6039-5   - 

FEES: 

\ 

EXPENSES: 

■,  TOTAL  AMOUrrr: 

\   \ 
TOTAL  AMOUNT  DOE: 


lea;  ri.c  PROPOSAL 


S  4.1S4.00 
359.20 

s  4.sn  20^ 

$22.836.33 


(Itemization  attached) 


T 


Mitchell.  Williams.  St  lio.  Jackson  &  Tnc»t» 


79 
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Mitchell.  Williams,  Ski.io,  .Ucnmih  tfc  Tin  m  " 

STATEMENT  OF  SERVICES  RENDERED  AS  OF  1  / 3 1 / H 5 
CLIENT   60  39   -   LASATER  AND  CC.'41'HNY 
MATTER      4   -   1985  LEGISLATIVE.  ADVICE 


DATE   ,    SERVICE  PERFORMEO 
1/04/85  /TELEPHONE  CONFERENCE  VI  ni  MICHAEL  DRAKE 
l/OT/B^   TELEPHONE  CONFERENCE  41  TH  MICHAEL  DRAKE 


\ 


/ 


\ 


TELEPHONE  CONFERENCE  WITH  E.  F.  HUTTON  PEOPLE 


INTRAOFFICE  CONFERENCE  JOHN  SELIG  AND  ANNE  RITCHEY    \ 

'TELEPHONE  CONFERENCE  WITH  E.  F.  HUTTON  \ 

INTRAOFFICE  CONFERENCE  WITH  BILL  WOODYARD,  ANNE    \     \ 
RITCHEY  AND  JOHN  SELI  i 

TELEPHONE  CONFERENCE  i/ITH  MICHAEL  DRAKE 

REVIEW  E.  F.  HUTTON  D.  OJMENTS 

CONFERENCE  WITH  ANNE  .:I  "CHEY 

CONFERENCE  REGARDING  'OLITICAL  CONCERNS 

LEGAL  RESEARCH  REGARD  iN.;  ISSUES  PRESENTED  BY 
HUTTON  PROPOSALS 


\        \ 


INTRAOFFICE    CONFERENCE    ANNE    RITCHEY    AND    JOHN    SELIG 


'LEGAL    RESFAROl    RPn»RnpH,;    50MD    MITHQRTTTSS 


QUESTIONS 

\  ^  I 

INTRAOFFICE  CONFERENCE  ANNE  RITCHEY,  JOHN  SELIG, 

BILL  WOODYARD  RE  PROP  iSl-ID  LEGISLATION 

ATTEND  MEETING  ON  ECO.IOMIC  DEVELOPMENT 
LEGISLATIVE  PROPOSALS 

TELEPHONE  CONFERENCE  IT.'!!  MICHAEL  DRAKE 

CONFERENCE  WITH  ANNE  i:I"CHEY  AND  JOHN  SELIG 

TELEPHONE  CONFERENCE  .UVH  MICHAEL  DRAKE 

INTRAOFFICE  CONFERENC  :  HE  LEGISLATION 

CONFERENCE  WITH  MICHAEL  DRAKE  AND  E.  F.  HUTTON   , 


3005 

MlTCIIKCL.  WlLI.UN*.  Sel.Hi,  Ja»  MStiN   4  TllO.ltll 

STATEMENT  OF  SERVICES  RENDERED  -.S  OF  1/31/85 
CLIENT   60  39   -   LASATER  AND  COMPANY 
MATTER      1   "   1?85  LEGISt.ATI  E  ADVICE 


DATE    /     SERVICE  PERFORME1 

-TELEPHONE  CONFERENCE  IvITH  MICHAEL  DRAKE 
/ 

TELEPHONE  CONFERENCE  I  II'H  MR.  MEt'Z 

CONFERENCE  WITH  MR.  DIAJ-  E 

WQRK  ON  PROPOSAL 

^CONFERENCE  WITH  HUTTOI  1  EOPLE 

CONFERENCE  WITH  E.  F.  HIITTON  k    LASATER  PEOPLE  TO 
PREPARE  FOR  PRESENTATJ  Oil  TO  THE  GOVERNOR 

ATTEND  PRESENTATION  TC  THE  GOVERNOR 

CONFERENCE  WITH  LASATI  R/HUTTON  WORKING  GROUP  AND 
GOVERNOR'S  STAFF 

CONFERENCE  WITH  LASATI R  t    BUTTON  PEOPLE 

CONFERENCE  WITH  MESSRS .  DRAKE  AND  NASH 

INTRAOFFICE  CONFERENCI  JOHN  SELIG.  ANNE  RITCHEY 
1   AND  BILL  WOOD YARD 
\ 

v  DOCUMENT  PREPARATION  f  -iV.    REVIEW 

TELEPHONE  CONFP»ENCE  l>  CTH  MICHAEL  DRAKE 

\TEEEPHONE  CONFERENCE  U [TH  LAUREL  ESTEELEIN  RE 
DRAFT  OF  LEGISLATION  I 

\   >  ' 

INTRAOFFICE  CONFERENCE  !' ILL  WOOYDARD ,  JOHN  SELIG, 
AND  ANNE  RITCHEY  RE  PR 01 OSAL  TO  GOVERNOR 

1/12/85    REVIEW  PROPOSED  LEGISIATION 

1/13/85    REVIEW  LEGISLATION 

TELEPHONE  CONFERENCE  W CTH  MICHAEL  DRAKE 

TELEPHONE  CONFERENCE  \\  CTH  PATSY  THOMASSON 

1     TELEPHONE  CONFERENCE  W  CTH  MICHAEL  DRAKE 

/85    TELEPHONE  CONFERENCE  fc CTH  MICHAEL  DRAKE 


1/1' 


87 


3006 

MiTCiien..  William*.  Sbi.i«».  .UiKswiN  Jfc  I'm    ti: 

STATEMENT  OP  SERVICES  RENDERED  .S  OF  1/3 1/05 
CLIENT   60  39   -   I.ASATER  AND  COI  P.'. NY 
MATTER      *       -       1985  LEGISLATIVE  ADVICE 


\ 


DATE    -   SERVICE  PERFORMEI 

/  \ 

CONFERENCE  WITH  JOHN  !  EJ  IG.  PAT  MORAN  AND  ANNE  RITCHEY 

WORK  ON  LEGISLATION 

TELEPHONE  CONFERENCE  V.IVH  MR.  9EALE 

REVIEW  PROPOSED  LEGISLATION 

/ 
^TELEPHONE  CONFERENCE  Hill  LAUREL  ESTERLEIN 

REVISE  PROPOSED  LEGISI  WION 

REVISE  GUARANTY  BILL 

DELIVER  MEMORANDUM 

DRAFT  MEMORANDUM  TO  MR .  NASH  AND  WORK  ON 
RESPONSE  TO  HIM 

CONTINUE  REVISION  OF  F IGPOSED  GUARANTY  BILL 

INTRAOFFICE  CONFERENCE  EILL  WOODYARD  AND  PAT  MORAN 
RE  LEGISLATIVE  MATTERS 


\ 


\     I 


ANNE  RITCHWV,  H, 


1/16/85 


\  CONFERENCE  WITH  MICHAEL  DRAKE 

IIJTS.'.OFTICE  CONFEP.EMCE  1'V'N  S5T  TI 
MITCHELL  Aho  oILL  WOOD.'*HD 

^TELEPHONE  CONFERENCE  W CTii  MICHAEL  DRAKE 

TELEPHONE  CONFERENCE  W.'T.I  MICHAEL  DRAKE 

PREPARE  AND  TRANSMIT  LEGISLATION 

TELEPHONE  CONFERENCE  W  ITU  MICHAEL  2RAKS 

TELEPHONE  CONFERENCE  W  :TII  MICHAEL  DRAKE 

TELEPHONE  CONFERENCE  W  :Til  MR.  JAMES 

INTRAOFFICE  CONFERENCE  B CLL  WOODYARD,  JOHN  SELIG, 
AND  ANNE  RITCHEY 

TELEPHONE  CONFERENCE  W  T.I  MICHAEL  DRAKE 

TELEPHONE  CONFERENCE  W  Til  MICHAEL  DRAKE 


r< 
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MlTCIIBLL,  WlLLIAH*.  SlSl.m.  .)»tMitlM  *    Till   HI  H 

STATEMENT  OF  SERVICES  RENDEREC  AS  OF  1/31/85 
CLIENT   6039   -   LASATER  AND  COMPANY 
MATTER      *       ~    .1985  LEGISLA7 CVE  ADVICE 


DATE  .      SERVICE  PERFORM CC 
/ 
/'  TELEPHONE  CONFERENCE  WITH  MJCIiAEL  DRAKE 

/    TELEPHONE  CONFERENCE  KITH  LAUkEL  ESTERLEIN 

ATTEND  MEETING  ON  LEGISLATIVE  MATTERS 

DELIVER  PACKAGE  FOR  MR.  WOOD YARD 


\ 
\ 


1/^.7/85  /TELEPHONE  CONFERENCE  WtTH  MICHAEL  DRAKE  ^     '• 

/    INTRAOFFICE  CONFERENCE  BILL  WOODYARD  AND  ANNE  RITCHEY  \ 

/     CONFERENCE  RE  LEGISLATION  \ 

CONFERENCE  WITH  MICH.-.EL  DRAKE 

CONFERENCE  WITH  JERR  .'  .fACKSON,  JOHN  SELIG.  BILL  WOODYARD 
AND  ANNE  RITCHEY  I    ,' 

15    REVIEW  REVISED  DFA  B  LI.  FOR  GOVERNOR'S  OFFICE       '    / 

\  PREPARE  REVISED  BILL  !  COR  DISTRIBUTION 

INTRAOFFICE  COHFEREN  E  ANNE  RITCHEY,  BILL  WOODYARD  AND 
\   PAT  MORAN 

\DRAFT  MEMO  T'">  \CCiXUf  .11 .    tttVIsaa  BILLS  , 

INTRAOPFICE  CONPEREN-  E  JOHN  SELIG,  BILL  WOODYARD  AND 
\  ANNE  RITCHEY 

\   \  |  ' 

REDRAFT  LEGISLATION 

INTRAOFFICE  CONFERENCE  JOHN  SELIG  AND  ANNE  RITCHEY 

TELEPHONE  CONFERENCE  WITH  MICHAEL  DRAKE 

INTRAOFFICE  CONFEREN-  E  PAT  MORAN  AND  BILL  WOODYARD 
RE  LEGISLATIVE  MATTERS 

TELEPHONE  CONFERENCE  W i TH  MICHAEL  DRAKE 

CONFERENCE  WITH  JOHN  S.:LIG  AND  ANNE  RITCHEY 

1/1^/85    TELEPHONE  CONFERENCE  WiTH  GOVERNOR'S  OFFICE 

TELEPHONE  CONFERENCE  WITH  MICHAEL  DRAKE 


& 


3008 

Mitchell,  William*,  Sci.k;.  .Iai:k»<»"  &  Tiir.  kii 
STATEMENT  OF    SERVICES    RENDERED   .S    OF    1/31/85 
CLIENT      6039       -       LASATER    AND   COI  1P1.NY 
MATTER  4       -       1985    LECISLATI'.E   ADVICE 


\ 


DATE    /   SERVICE  PERFORMEI 
/ 
1/21/85   /TELEPHONE  CONFERENCE  I THI  MR.  NEPTUNE 

1/23/85/'  REVIEW  GOVERNOR'S  PROI  0:  AL 

TELEPHONE  CONFERENCE  V I VII  MICHAEL  DRAKE     ^N 

/  \ 

DRAFT  DOCUMENTS 

/  \ 

^PREPARATION  FOR  CONFEI  E1JCE 

I   TELEPHONE  CONFERENCE  V ITH  GOVERNOR  CLINTON'S  OFFICE; 

1/^4/8  5/   CONFERENCE  WITH  LASATIR  AND  E.  F.  HUTTON 

CONFERENCE  WITH  JOHN  £  El  IG  AND  ANNE  RITCHEY 

CONFERENCE  WITH  MESSRS  DRAKE,  ET  AL. 

INTRAOFFICE  CONFERENCE  ANNE  RITCHEY,  ROBERT  THACKER 
AND  JOHN  SELIG  RE  BONIS 

CONFERENCE  WITH  LASATt *  AND  HUTTON  REPRESENTATIVES 

TELEPHONE  CONFERENCE  V.  [TH  MR.  POTTS  RE  LEGISLATIVE 
BOOKLET 


LEGISLATIVE  MATTERS 


XT^ENP  MEETING  CM  LE'r!  -T  WI-VH  MATTEISE 

Tun    nunflijiNii 

LEGAL  /RESEARCH  REGARDI.-IC  SCHOOL  REVOLVING  LOAN  FUND 

LEGAL  RESEARCH  REGARDING  RADIO  EQUIPMENT  LEASE 

TRANSMIT  DOCUMENTS  TO  31  EVE  BENDER 

RESEARCH  ON  LEASE 

CONFERENCE  WITH  THOMAS 30N,  MOUDY  AND  DRAKE 

RESEARCH  RE  STATUTORY  UlTHORITY 
l/30l/85    REVIEW  AND  RESEARCH  ST  VI  IJTES 
l/31/a5    TELEPHONE  CONFERENCE  MTU  MR.  BEALE  AND  MS.  ESTERLBIN 


1/25/85 
1/28/85 


1/29/85 


3009 


MiTCnr.i  i.  Williams.  Sei.ni.  .Ia.  kmin  A  Tin  i  en 
STATEMENT  OF  SERVICES  RCNDCRED  Ai  i>K  1/11  <'H5 


CLIENT   6039 
MATTER      5 


I.ASATER  AND  COM  >A.iY 
[.EASING  PROPOSA.. 


DATE       SERVICE  PERFORMED 

1/08/85    LEGAL  RESEARCH  RECARDIilC  ISSUES  PRESENTED  BY 
/  HUTTON  PROPOSALS 

/   LEGAL  RESEARCH  REGARDI  IG  BOND  AUTHORITIES 


1/09/85 


1/24/85 


1/2^/85 


TELEPHONE  CONFERENCE  R:G/\RDING  LEGISLATIVE 
COUNCIL  MEETING 


ATTEND  LEGISLATIVE  COU  ICiL  MEETING 


/  CONFERENCE  WITH  MR.  DR.  Ki: 

CONFERENCE  WITH  E.  F.  I  UTTON  AND  LASATER  PEOPLE 
TO  PREPARE  FOR  PRESENT.  TION  TO  THE  GOVERNOR 

CONFERENCE  WITH  LASATEJ/HUTTON  WORKING  GROUP 
AND  GOVERNOR'S  STAFF 

CONFERENCE  WITH  LASATE1  .'  ND  HUTTON  PEOPLE 

CONFERENCE  WITH  LASATEI. ,  HUTTON  AND  RANEY 

CONFERENCE  WITH  MESSRS   I  RAKE,  LOCKE,  ET  AL. 

INTRAOFFICE  CONFERENCE  AI.NE  RITCHEY,  JOHN  SELIG 
\  AND  BILL  WOODYARO 

TELEPSJCHii  cony "?$::*:£,  w:  ?:.  lauucl  esierleiw 

\  CONFERENCE  WITH  LASATEI  i-.ND  E.  F.  HUTTON 

CONFERENCE  WITH  MESSRS   LRAKE.  ET  AL. 

INTRAOFFICE  CONFERENCE  AliNE  RITCHEY,  BILL  WOODYARn, 
ROBERT  THACKER  AND  JOHli  :ELIG 

INTRAOFFICE  CONFERENCE  R(  BERT  THACKER,  JOHN  SELIG 
AND  ANNE  RITCHEY 

REVIEW  LEASING  PROPOSA! 

INTRAOFFICE  CONFERENCE  Bj LL  WOODYARD,  JOHN  SELIG 
AND  ANNE  RITCHEY 

INTRAOFFICE  CONFERENCE  BJ LL  WOODYARD,  ROBERT  THACKE3 
AND  JOHN  SELIG 


*T 


3010 


Mitchell.  Williams,  Sklhi. *!«Ckmin  &  Tiich.  m 
STATEMENT  OF  SERVICES  RENDERED  Ai  OP  1/11/85 

CLIENT   6039   -   LASATER  AND  COMI  MIY 

MATTER      5   -   LEASING  PROPOSAI 


DATE     /SERVICE  PERFORMED 

JNTRAOFFICE  CONFERENCE  "VNNE  RITCHEY  AND  ROBERT  THACKER 

1/29/85  /  INTRAOFPICE  CONFERENCE  11  LL  WOODYARD  AND  JOHN  SELIG 

INTRAOFFICE  CONFERENCE  ANNE  RITCHEY,  JOHN  3ELIG      \ 
AND  ROBERT  THACKER  RE  £.  USING  AUTHORITY       •  ^        \ 

/  S       \ 

1/30/85    INTRAOFPICE  CONFERENCE  U03ERT  THACKER  AND  ANHE  RJTCHEY \ 

RE  LEASES  \      \ 

/  INTRAOFFICE  CONFERENCE  ANNE  RITCHEY  AND  BILL  WOODYARD 
/  RE  PROJECTS  FOR  LASATER  \     \ 


ft 


3011 


Mitchell.  Williams,  Sci.io.  Jackson  dt  Tuc   e.i 
STATEMENT   OF   SERVICES    RENDERED   .  S   OF    1/31/85 

CLIENT      6039      -       LASATER    AND   COI  .P.'.NY 

MATTER  5      -       LEASING    PROPOS.  L 


DATE 


REIMBURSABLE  EXPi  HES 


1/23/85    CHECK  TO  THE  LITTLE  Ri  O  COUNTRY  CLUB 

TOTAL  EXPENSES 


AMOUNT 

$359.20 

S359.20 


'\ 


\ 


I     \ 


9/ 
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Depo  of:  Patsy  L.  Thomasson  In  Re:  Whitewater  jj3-g6  Crjjjgj 


i  i  'I  uib/ect  ill  a  criminal  investigation* 
i  mi  A     No  one  on  the  Governor's  staff  discussed 

li«l  Mr.  Lasater's  criminal  investigation  with  me. 
M"i  Q     On  you  have  any  knowledge  whether  anyone 

:i"l  the  staff  knew  about  it? 

1 1 M  A     I  have  no  knowledge  of  th 

1 1  M  Q     On  vmi  know  who  RogeyClmton  is 

:oi  A     Yes.  I  do. 

ill  l  C'     Do  you  bum  htm  personally'. 

i::i  A     Yes.  I  do. 

Page  83 
H  Q     Did  vmi  bund him  during /(us  lime  period 

i:i  1932  through  I9S6"  i 
'l  A     I  knew  him  before  19X1  and  I  knew  him 

mi  through  1986  and  I  continue  to  know  him  today. 

|5|  Q     Did  you  erer  have/any  personal  contact  with 

161  him  between  l9S2und  1936? 

Tl  A      I  saw  hint  at  a  Ipt  of  social  events  during 

I  ft  |  that  period  of  time.       / 

I'M  (J     Did  Governor  Clinton  make  a  request  to 

nui  Mr  La*atcr  during  this  time  period  to  find  Roger 


mi    Clinton  a  job? 


iter  told  me  he  asked  him  to 


He  asked  him  to  put  him  to  work.  yes. 

Haw  do  sou  bum  that  he  asked  him  to  put 

:.-*?     '    \     \ 

Because  Mr.  Lasati 
i  to  work.        \ 
When  did  he  tell 

Sometime  about  Wie  time  he  put  him  to  work. 
Do  you  bu> 
Sometime 
Do  you  blow  him  the  suhfi/cl  came  up  of  the 

ir  s  request  - 

Page  86 
I  have  no  idea. 

-  to  give  Roger  a  job  ?  Did  he  say  why  the 
1.31    Governor  asked  Mr.  Lasater  to  get  Roger  a  job? 
Mi  A     As  far  as  I  know,  from  my  recollection  of 

1 5 1    the  conversation,  he  wanted  him  to  be  doing 
something 

mi    where  he  was  usingjiis  energy  up,  so  we  put  him  to 
"I    work  shoveling  manure. 

:S|  Q     I  have  done  that  and  I  can  tell  you  it  does 

I'M    take  quite  a  lot  of  i\icrg\ . 
hoi  MR.  COLE:    i  It  w<IUise  your  energy  up. 

;:il  MR  .WILLIAM?" 

;;i     (ienrge  Patlon          I 


II '1 

Q 

1141 

him  to 

11*1 

A 

|IM 

put  hir 

in 

Q 

IISI 

A 

n"i 

Q 

i:oi 

A 

i:m 

Q 

-.\ 

Goven 

in 

A 

|2| 

(? 

1 1 1  racing  business.  He  wanted  to  be  in  something  where 

i:i  he  could  use  his  energy  up  and  maybe  get  started  in 

|J|  something  he  could  make  a  career.  The  only  way  to 
Injhe  horse  racing  business  is  to  start  from 
the  grouni 
Id  I  Q     Literally. 

I"|  A      He  is  a  little  too  heavy  to  be  a  jockey 

LSI  Q     Did  Mr.  Lasater  eventually  give  Roger 

|'M  Clinton  a  job? 
-"TTTJi  S     He-was  on  the  farm  pay  rdt(  in  Florida  and 

:  1 1 1  worked  at  the  farm-in  Florida. 
1 1 21  Q     Do  you  know  ho^lung  he  worlbgd  there  for? 

H3|  A     I  don't  have  any  id< 

I  mi  Q     Are  you  aware  whether  a^uring  thiktime 
1 1 5 1  period  that  Mr  Lasater  loaned  anyinoney  to.  Roger 
1 1 o|  Clinton? 

I I  'I  A     Mr.  Lasater  did  loan  some  money  to  Roger 
iisi  Clinton,  yes. 

I  I'M  Q     How  do  you  know  that? 

|20|  A      I  think - 

1211  MR.  COLE:     Again,  for  the  sake  of  the 

i::i  record,  sorry  to  interrupt.  I  do  want  to  note  thq 


Page  88  |        I 

Minority's  objection  to  this  line  ot  questioning  and 
also  just  to  bring  that  to  your  counsel's  attention 
Once  again.  I  will  not  instruct  you  nono       / 
answer  the  question,  because  I  think/the  more  fair 
thing  to  do  for  you  is  to  get  this  deposition  over 
with  without  delaying  any  further.  Do  you.  need  the 
question  read  back?     ^^  \ 

THE  WTTNESST    Please.  \ 

BY  MR.  rvr-Al.l.AflHAN'- 1 

Q     I  will  restate  it.  How  do  you  know 
Mr.  Lasater  loaned  Roger  Clinton  money? 

A     Mr.  Lasater  told  me  to  write  a  check  and 
get  a  note  signed  by  Roger. 

Q     Did  you  write  a  check  for  Mr.  Clinton  ? 

A     Roger  got  a  check,  yes. 

Q     How  much  was  the  check  for? 

A      I  don't  recall  specifically.  It  was 
somewhere,  I  would  say,  between  5  and  $10,000. 

Q     Out  of  what  account  v^mr  the  check  drawn  ? 

A     I  don't  recall. 

Q     Do  you  recall  whether  u\  wta  his  personal 
account  or  the  company 's  account) 


Re  sami  vVDTTB  6f  General 


BY  MR.  O  CALLAGHAN: 

t>      Tin-  Committee  appreciates  your  genteel 

i  hou  i  ut  words       '  -^ 

A      Mucking  pin/stalls. 


Page  89 
I  don't  recall. 


ll'ri 


i  in  <;, 


tr 


'nlJo/jii\  \peiifii  riasi'ii 
Ul^uler  to  t'md  Roger  Clintoi 


I  he  mi l\  recollection  I  ha»e  «ith  th;il  is 
Roger  liked  hordes,  he  liked  the  horse  racing 
ruiMiit-sv  and  thought  he  wanted  to  be  in  the  horv 


PazeST 


Pane  84  K'  P.i««« 


Q      Was  it  on  Lasater  <£  Company  ascount  7 
A     It  would  not  have  been  on  Lasater  & 

Company ,  because  I  couldn't  control  that  checking 

account. 

Q      And  you  saul  -  he  asked  you  to  gel  Roger 
to  sign  a  note? 

\     Yes. 

ij      What  do  you  mean  h\  that  '  Could  voti 
<  xrljm  ? 

A      Mr.  Lasater  was  not  in  the  habit  then  ol 
givine  money  away,  and  if  he  lent  Roger  money,  then 
he  would  expect  Roger  to  sign  a  note  back  to  him 

i  ACE-FEDEKAL  REPORTERS.  INt 
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1987  BANK  BRANCHING  LEGISLATION 

1/8/87         1ST  OZARK  LOAN  COMMITTEE  MEETING  - 
RENEWAL  OF  WHITEWATER  LOAN  IS 
CONDITIONED  ON  RECEIPT  OF  FINANCIAL 
DISCLOSURE  STATEMENTS  FROM  THE  CLINTONS 
AND  McDOUGALS. 

1/87-3/87   TWIN  CITY  PRESIDENT  EDWARD  PENICK  WRITES 
TO  HILLARY  CLINTON  TO  ASK  FOR  FINANCIAL 
DISCLOSURE  STATEMENT. 

3/24/87       CLINTONS  PROVIDE  FINANCIAL  DISCLOSURE 
STATEMENT  TO  1ST  OZARK 

3/26/87       1ST  OZARK  EXTENDS  WHITEWATER  LOAN. 


4/1/87        GOVERNOR  CLINTON  SIGNS  SPECIAL 

LEGISLATION  ALLOWING  TWIN  CITY  BANK  TO 
ENTER  LITTLE  ROCK  BANKING  MARKET; 
CREATES  LOOPHOLE  IN  ARKANSAS  LAW 
PROHIBITING  BRANCHES  WITHIN  300  FEET  OF 
ANOTHER  BANK'S  OFFICE. 


3014 
1988  BANK  BRANCHING  LEGISLATION 

5/88-7/88   TWIN  CITY  AND  FIRST  COMMERCIAL  BANK 

FIGHT  OVER  CLOSING  "300  FOOT"  BRANCHING 
LOOPHOLE. 

7/3/88         GOVERNOR  CLINTON  CALLS  SPECIAL 

LEGISLATIVE  SESSION  TO  CONSIDER  "OMNIBUS 
BANKING  BILL." 

7/5/88         EDWARD  PENICK  THANK-YOU  NOTE  TO 

GOVERNOR  CLINTON  RE:  ELIMINATION  OF  "300 
FOOT"  BRANCH  RESTRICTION. 

7/15/88       1ST  OZARK  WAIVES  REQUIREMENT  THAT  THE 

CLINTONS  AND  McDOUGALS  SUBMIT  FINANCIAL 
DISCLOSURE  FORMS. 

1ST  OZARK  EXTENDS  WHITEWATER  LOAN 
THROUGH  11/3/91. 


7/15/88       GOVERNOR  CLINTON  SIGNS  OMNIBUS  BANKING 
BILL  WITHOUT  "300  FOOT"  BRANCH 
RESTRICTION. 


IUS 
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Vl^-  £ 


X 


c. 


o*. 


*N 


Neither  Sam/nor  I  understands  what  your  next  ste^/fol^owup  with 
Bill  /Bowen/is  on  the  3  00'  issue. 

The  pill/which  is  being  delivered  to  this  office  in\  the\  morning 
by  the  Bankers  Association/Bill  Ford  dees  not  contain  the  300' 
proyisipn  based  on  their  conversation  with  you  this  morning. 


V 
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F?.C>'.:         RON    PROCTOR 
CATS:         July    13,     i° 

EOSSOWSSi SAH2 : 

N'OTI    vmSZ?. 


DOCVMZKT:       Retinal   Financial   Statements  of  Guarantors     artSKjinarsial  *t2S 

5w  ccr-yra 

XZA 


REASON   rOpy^ElCZST:    *'    Payments  on   loan   are   derived   from  escrow  cor.i 


controlled   by   FONB. 


! 

/ 

2) 

Collateral 

is   sufficient 

to  cover 

the   lean. 

\ 
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\ 
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FILE  NOTES 
May  27,  1 986 


roa*ay  I  visited  with  Commissioner  fta-clin  J>ckson  concerning  the  prospeccs 
of/  TCB  refLfing  a  branch  application  £<?r  either  Gravel  Ridge  or  Klehl 
Avenue  an<y  asked  his  reflection  of  the  current  attitude  of  the  Scace 
Banking  Board.  He  was  cjuick  to  point  out  that\the  banking  law  has  changed 
and  under;  existing  law^,"  ch>e/  State  Bank  Commiss  ioner  san  approve  a  branch 
application  as  long  as  it  is  economically  feasi£le\and  there  isj  no 
irreparable  harm  done  to  a  competing  financial  institutions.  His  ruling! can 
be  appealed  to  the  full  board  for  its  vote.  He  personally  Sawi  no  support 
for  Gravel  Xidge ,  but  felt  that  Kiehl  Avenue  could  be  a  prof>\ca0le  branch. 

The  exisri~ng  menhirs  of  the  State  Banking  Board  are  familiar  nam«.s  to  us. 
The  curren^Sliairmah^Qf  the  Board  is  T.  E.  Patterson.  Elmer  Ferguson  I  has 
passed  his  a p p o i ntmaatj  t  ime ,  but  is  still  serving  until  a  replacement)  is 
named.  The  Commissioner  speculated  that  Doug  Simmons,  who  is  in  the  state 
bank  at  West  Helena  would  be  Ferguson's  replacement;  and  he  was  surprised 
that  Simmons  hasn't  been  appointed  already.  Betty  Wilkerson,  Franklin 
CoIlieXj  Qr  *>=ip*    ""»■'  itI  Bill  Ford  round  out  the  State;  Ba-nking  Board. 

The^Commissioner  a-lrs^  mentioned  that,   in  his  opinion,   it  \«s  \cime  for 
somebody  to   foster   legislation   to   permit   county-wide  branching^.    The 
legislation  ^e-ould  be  restricted  in  counties  with  over  100,000  pop\jlarion  s 
that/only  /Pulaski  County  could  be  affected.    He  felt  there  was  a\good 
chance  the  legislation  would  be  approved.  \ 

/    /  \ 

He  .questioned  the  practical  issue  of  whether  the  State  Banking  Board  would 

overrul/e  a  commissioner's  approval  of  a  branch.    To  date,  this  has  not 
,  (    j  i 

happened  and  he  felt  the  only  member,  based  on  his  gut  reaction,  CD  vofc« 

against  it  would  be  Becty  Wilkerson.  .  j 

I    \  i 

In  i my  opinion,  knowing  these  individuals,  the  prospects  don't  sound  much 

beater  khan  they  have  before  despite  a  change  in  the  law.    I  would  fe/el 

that  Hastings  and  Harkins  would  definitely  appeal  the  issue  to  che  State 

Bank\ing  Bdard  and  probably  rally  Pat  Wilson  on  their  side;   and/you  would 

have\the  same  issue  of  the  big  bank  versus  the  little  bank  that/defeatea  us 

the  last  go  r o\*n  d .   It  would  be  interesting  to  casually  feel/out  our  ^cate 

delegation   to   oe^termine   if   there   would   be   support/for   counts-wide 

branching,  but  I'm  n&*^coo  opcimistic  here  either  knp*rfng  the  influence  of 

Max  HowelKand  the  closeas"5oe4a£Xoji  ho  hflis  ujjV^t  Mil;nn. 


/re 


T.    E.    Renaud 
Bob    Birch 
Margarec    Davenport 


EDWARD  AMCNICK,  JR. 


i.-tciasure 


•■■3*».' 
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Is.  Ozark  National  Bank 

po   js<  :m 
Tt:t»»OM    je     »%i  ::>» 


April    i'2.    1988 


Hillary   Clinton 

120   E.    y.'r\  Street 

Little   Bfock.    AR.      721K 

Dear/Mrs.    Clinton: 

As  /per  our  phone  conversation,  \-t  rsavs  researched  the  transaction 
regarding  the  Whitewater  Development  Company,  Inc.  and  they  are 
enclosed.  The  loan  and  escrow  data  are  for  1987  only  and  do  not 
inalude  any  of  1988  transaction:..  Hope  this  will  help  you  in 
preparing   your   tax   returns   and   scnu    type  of  balance   sheet. 

have    also    enclosed    a    renewal    note,     hoping   that   you   could   help  me 
ing     all     the    signatures    on    lifts    and    returning    it    as    soon    as 


ion.      we     will    be    needing    m.    updated    financial    statement    on 
sonal,    as   well  as   the  corporation. 


Respec;- jII/. 

.c  it 


i 


J.    W.    'itrange 
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S.     1983 


LCAN 

Whitewater  Development.  I 
Balance  as  of  12/2;  . '87^-^ 
Balance   as   of   1/1. '33^ 

Principal  paid  during  1987 
Interest    paid    during    1987 


ESCROWS 

Stanley   Yancey 
Balar/ce  as  of   12/31/* 
Balance   as  of   1 1US1 
Principal   paid   during    1987 
Interest   paid  -during    1987 


am 


tanley   Yancey 

Jalance  As  of   12/31/87 
'Balance/ as  of   1  /I  /87 
Principal    paid   during    1987 
Interest   paid   during    1967 


I. SOU. 80 

i.')23.85 

'.19.05 

530.95 


\ 


BLAIR 


Balance   as  of   12/31  /87 
Balance   as  of   1/1  /87 
Principal    paid   during    1987 
Interest   paid   during    19S7 


activity   during    1967 


Balance   as   of\^731/87 
Balance   as  of   1/1  /87 
Principal    paid   during    1987 
Interest   paid   during    1987 


.  .738.03 

<..  -.95.«6 

'  .007.H3 

332.57 


- .U79.0U 

:  .on  .m 

MS. 19 
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HILMAS    LOCAN 


Nc   activitv    C\^r:r\r    *967 


DOUCLAS   MLR  DOC  iy 

Balance  as  o iXi. .' 3 1  •' e 7 
Balance  as  of  1/1/37 

Principal  .paid   during    19S" 
Interesi/paid   during    1987 


3nncipal    Qiid   during    19c" 
Interest    said   dur'rrs    1SE7 
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if  I  could  contact  you  co 
obtiin  a  resolution  by  Whitewater's  Directors,  namely  you  two, 
iui  lor  iz  x.-ig  Bill  or  me  to  sign  the  extension  of  the  loan 
agreement.   I  have  not  been  able  to  contact  you  on  this  er.d 
tho  ight  I  might  try  to  ao  so  in  writing.   I  called  a  number 
Susln  left  for  me  to  return  her  call  at  714-857-4920  a  number  cf 
times  but  never  received  any  answer.   If  you  receive  this 

er,  would  you  please  contact  me   so  that  we  can  discuss  how 
ipor.d  to  this  request  from  first  Ozark?   The  note  is  up  for 
lion,  and  the  Bank  is  clearly  anxious  to  have  this  xatter 
ad  properly  in  time  for  their  examination. 

:f\ycu  have  any  questions,  please  give  -.e  a  call. 

Sincerely'  yours , 


M< 


HILLARY!  RODHAM  CLIKTO] 


HRC:ckp 


cc:   J.  K.  Strange 

Blind  P.S.  -  lies,  I  do  r.ot  know  what  else  to  do.   If  you  have 
any  sjcaestior.s ,  please  give  ite  a  call.   Thar.ks. 


CBF  0416 


HOUSE  W/W  RPT.  7846 
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MILUP  CAHMOU. 
W.  OAMC  Ct  AT 
OCOMOC   C.  CAMPSCbL 

McnacAT  c.  avkC.  n 

W  .   WILSON   JONII 

vihccmt  resTCA.  j*. 

WCUTKM  k.  MUliClL 

A1ACM  W.  UNO  a 

WtUIAM    C.    HIHOI* 

HIUANT  MOOMAM  CUMTOM 
e.  SMAMTLT  SUCK  * 

TIM   tOC 
M.  JAMC  OtCKCT 
WILUAM  M.  MCMMCOT,  81 
HCMMCTM   M.  SMCMIM 
MMALO  M.  CLANK 
OAAIAMO  J.  OAMACTT 

jennv  c.  jonci 

THOMAS   m.  TMAAAM 
CMANLCS  W.   MHfN 

OAVIO  L.  WIUIAMI 
CAAOl   ».  AAMOkO 


ROSE  LAW  FIRM 

*  »*o'  :»«io*«.  h  *i  0OCIAT1OM 

ATTOI  Nt  t-s 
HO  IA»T  romTH  gTWCCT 

K.AJXJ  -iSAsTiiSr 

TCLKPMOMC  II  Oil   llt-tlll 

tccccoaha  ii  an  moot 


j ac  mom  rAaaow  ja. 
tea  a.  uuooi 

JIM  MUNTC*   tlHCH 
H.  OAVlS  TMOMAS.  j«. 
KCV1M  A.  IUAn| 
micmamo  T.  oohovah 

aicmaao  m.  MAsacr 

OAKT  N.  »»lCO 

MICMACL  r.  LAS 

m.  cuiASCTM  oorr 

IAJUM   C.   HOOO 

>CMACL  ■.  JOMMftOM 
I»M  CM    M.  jOtHCA 
ICMACk  aCNNCTT 
TMOky4  C.  VAUAHAN,  JR. 

eaurr 

CkAMA  l\CUMHINOMAM 

jat  r.  SMI 
ooaooH 


Mr .  /  J .    W .  /Strange 
lst/  Ozarl/  National   Bank 
P.  JO.    BoJc  250 
Flilppin/  AR   72634 

De4r  W 

I  2m  enclosing  the  renewal  no  :e  you  sent  for  Bill's  and  my 
signature.   Despite  repeated  efforts,  I  have  been  unable  to 
reach  qhe  McOougals. 

k  you  for  your  assistance  ia  this  matter.   With  best 
I  am, 


Sine  'amIy,.  yours , 
t-hU<AA.  \Cod^Awr-  (j^lJZ^ 
I 

HILL  Jf.'  RODHAM  CLINTON 


3025 


qry  Rodham  CfihfQn 


^S2 


>v\      '.ftiLeu^  o 


ll'HJNE    Vk,'W    MP  I  .     9540 
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Waop 

__r>-« 

__T    (p» 

■T    ™ 

K  BY 

|F  (»i        Q 

r      191  A 


11  i  eniuuM  rue  Notes,  Hhiie*atrr 
\opment.  Inc.  Loan  585.  It's  dated  1/6/87. 
(Handing  document  to  witness.) 
(Pause.) 

THE  WITNESS:      Okay. 
BY  MR.  NAPPI: 

Q    Do  you  recall  preparing  this? 
A     Yes. 


I  ioi  Q     Could  you  explain  the  circumstances? 

|i  II  A     It  was  a  renewal  of  the  loan.  As  is  very 

1121  common,  you  make  a  collateral  inspection  at  the 

1 13|  renewal  origination  of  the  loan,  especially  you  know, 

I  M|  in  a  situation  where  you're  got  properties  that  are 

I IS]  being  constructed  on,  as  in  this  case. 

1 16|  Q     Was  this  the  first  such  collateral 

1 1 71  inspection  you  'd  done  ? 

|ii|  A     It  was  the  first  one  I  had  done. 

|I9|  Q     On  this  piece  of  property? 

|20|  A     Right 

|2l|  Q     I'd  like  to  direct  your  attention  to  the 

|22|  second  page ,  the  last  paragraph.  You  value  the  lots 


Page  53 

1 1 1  at  S750  per  acre.  Initially  the  lots  had  been 

|2|  valued.  I  believe,  at  SI.  100  an  acre. 
|3|  A      I  believe  that's  correct,  yes. 

|4|  Q     What  do  you  attribute  the  devaluation  to? 

|S|  A      Primarily  from  what  I've  said  on  the  front 

|6|  because  of  the  quality  of  homes  and  the  lack  of  homes 

|7|  that  had  been  built  there  when  it  was  clean,  and  a 

|S|  new  subdivision,  I  think  $1,100  was  a  fair  price  or 

|9|  value. 

I  ioi  After  the  mobile  homes  sprung  up  and  a  few 
1 1 1 1  other  things,  it  devalued  the  property. 

|12|  Q     What  were  the  other  things? 

1131  A     Trash,  just  general  refuse. 

I M  |  Q     You  value  the  contracts  receivable  at 

|I5|  S60.000  and  change.  V 11  be  more  precise  -  $60,786. 

|16|  I  would  lake  it  that's  a  fairly  easy  evaluation  to 

||7|  make.  You  just  compile  what's  on  the  various 

I I  s  |  contracts  for  deeds  ? 

|I9|  A     Yes.  Just  take  the  outstanding  balances. 

|20|  Q    And  the  remaining  unsold  property  at 

|2 1 1  $43,350? 

|22|  .      A     Yes. 
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|l|  Q     Was  that  remaining  unsold  property  the 

12 1  property  that  had  been  transferred  to  Chris  Wade  ? 
131  A     Partially,  yes. 

|4|  Q    Do  you  recall  whether  Whitewater  still 

1 5 1  owned  some  unsold  lots  at  that  point  in  time,  or  is 

|6|  that  your  recollection? 
|7|  A     I  don't  recall.  I'm  not  sure. 

Ill  Q     Just  so  the  record 's  dear,  you  're  not 

|9|  sure  who  actually  owned  the  remaining  unsold 

1 10|  property? 
|ll|  A     No. 

1 121  Now,  I  need  to  clarify  that,  too.  The 

1 13|  reason  for  that  is  that  we  were  not  -  it  did  not 

i  N  i  make  any  difference  to  me  in  this  bank  who  owned  It 


1151  because  i  nau  me  mortgages  on  tnc  Unas . 

1 1 6 1  Q      You  had  the  right,  to  go  in  and  foreclose 

|I7|  if  need  be? 

|IS|  A     True. 

1 19|  Q     The  next  record  I'd  like  to  show  the 

|20|  witness,  again  it's  a  one-page  record.  It's  a  copy 

(2 1 1  ofnotepaper  that  has  printed  on  the  top  Hillary 

|22|  Rodham  Clinton.  It 's  personalized  notepaper,  and  it 
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|l|  contains  handwritten  notes.  The  Bates  stamp  number 

|2l  is  DKRT  00294. 

(31  (Handing  document  to  witness.) 

Mi  MR.  BELMAN:     I  think  just  for  the  record. 

(5|  you  identified  this  as  DKRT  00294.  It's  DKRT 
700294. 

|6)  BY  MR.  NAPPIi 

|7|  Q     Do  you  know  a  woman  named  Margaret 

(S|  Davenport? 

|9|  A     Yes,  I  do. 

(ioi  Q     How  do  you  know  Margaret? 

1 1 1 1  A     Margaret  was  executive  vice  president  at 

1 121  Twin  City  Bank  up  till  a  year  or  two  ago. 

1 13|  Q     Did  you  ever  have  any  contact  with 

( 1 4)  Margaret  Davenport  regarding  the  Whitewater  loan  ? 

|I5|  A     No. 

1 1 6 1  Q     Did  anyone  at  First  Ozark  ever  tell  you 

1 1 7]  that  they  had  had  contact  with  Margaret  Davenport 

1 1 8  ]  regarding  the  Whitewater  loan  ? 

(I9|  A     No.  It  was  ray  understanding  that  someone 

|20|  was  going  to  speak  with  Margaret  to  help  convey 
some 

121 1  information  to  Mrs.  Clinton  concerning  the  renewal 
of 

(22|  the  loan. 
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|l|  Q     Who  was  that  person? 

(21  A     That  would  have  been  Ed  Penick,  who  was 

(3 1  chairman  of  our  board  at  that  time. 

|4|  Q     How  did  you  come  to  know  this? 

(5|  A     This  was  discussed  in  a  board  meeting. 

|6|  Q     Do  you  recall  the  date  of  the  board 

(71  meeting? 

18]  A     No.  You  saw  how  poorly  I  did  on  dates 

19)  earlier.  So  I'm  not  going  to  try  that 
[101  Q     Can  you  explain  the  circumstances  around 

|l  1 1  Mr.  Penick's  inquiry? 

|I2|  A     We  were  having  some  difficulty  getting 

1 1 3 1  financial  statements,  as  we  had  often  had  with  this 

|I4|  loan.  And  we  had  asked  -  we  had  discussed  that  that 

|I5|  was  one  of  our  deficiencies  -  not  the  only 

( 16|  deficiency  we  had.  But  we  were  talking  about 

1 1 7(  deficiencies,  the  sensitive  nature  of  the  deficiency 

|18|  because  of  Mr .  C I i n ton  bei ng  the  governor. 

H9i  And  Mr.  Penick  says,  "Well,  gosh. 

1201  Margaret  and  Hillary  are  personal  acquaintances. 
Let 

121 1  me  ask  and  see  if  she  can  help  you  get  the  financial 

|22|  statement" 
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Depp  of: Vernon  H.  Dewey    In  Re:Whitewater   May  3, 1996   Cr642SS.O 


121 


A     Yes,  he  did. 

Q     What  was  that  role? 
A     I  don't  recall. 


Page  26 
HI  Q     But  he  was  a  member  of  the  Board  of 

I2|    Directors? 
I3|  A     As  I  recall,  he  i 

|4|  Q     Doyouknowar 

|5|    Renaud? 


|6| 

A 

Yes,  I  do. 

171 

Q 

How  do  you 

HI 

A 

HewasCha 

Bank. 

I'l 

Q 

Was  he  also. 

10| 

A 

Yes,  he  was. 

mi 

Q 

Did  you  bio 

1121 

A 

Yes,  1  do/ 

1131 

Q 

WhowasjSu. 

1141 

A 

She  was 

bur 

I5|  Twin  City  Bank. 
I6|  Q     What  dors 

17]  A     That  means 

iS|  every  Thursday 

V9|  -  to  our  loan 
20|  Q    At  the 

21|  A     When 

I22|  And  any  loan  requ 
remember 


what  those  dollars  wereN 

Q     Did  that  practice  < 
change  in  any  way? 

A     When  I  left  First  Ozark  jt/had  changed. 
She  was  no  longer  required  to  sign  off  on  any  loan 
requests. 

Q     Did  she  also  have  to  sign  off  on  renewals? 

A     No.  If  it  was  over  a  certain  dollar 
amount,  she  did.  I  don't  know  what  that  dollar 
amount  was. 

Q     So  renewals  and  loans  over  a  certain 
threshold? 

A     Yes. 


Q     Do  you  i 


'  when  she  stopped  actually 


participating  in  th  •  loan  officers  meetings? 

A     No,  I  do  ioi.  It  had  to  be  like  late  '89 
or  early  '90, 1  wo  dd  imagine. 

Q     Do  you  b  ow  antndividual  named  Margarer- 
Davenport? 

A     Yes,  I  do 

Q     How  do  y  >u  biow  her? 

A     She  was ;  eniorjriee^>residenHuid  eashier- 
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HI  at  Twin  City  Bank./ 

|2|  Q     Did  she  hnle  a  role  in  the  operation  of 

HI  First  Ozark? 
HI  A     No,  not  that  I'm  aware  of.  That  was  Ken 

|S|  Pennebaker,  but  he's  dead  now. 
1 6|  Q     Could  you  spell  that  name? 

|7|  A     P-E-N-N-E-B-A-K-E-R. 


IS]  Q    Do  you  recall  any  discussions  regarding 

|9|  the  Whitewater  loan  that  involved  Mr.  Penick? 

Iioi  A     Yes. 

II M  Q     Could  you  tell  us  about  them? 

412| _A__Jdon'  t  remember  specifics,  but  I  know 

1131  that  Ed  waTthec?,  Ed  Penick.  Susan  Sisk  was  there. 

I  M|  Ron  was  there.  I'm  not  sure  Wes  was.  And  we  were 

I I  si  discussing  the  financial  Statement  on  the  Clintons. 
1 16)  And  Ed  said  that  Margaret  was  personal 

[171  friends  of  Hillary's  and  Susan  said  something  to  the 

[IS]  efTecttfiaryeSrjhe  thought  she  wds.  Ed  said  that 

(191  he  would  get  Margaret  to  call  Hillary  and  see  if  we 

[201  could  get  a  financial  statement. 

|2l|  Q     Do  you  recall  what  financial  staXt 

[221  when  this  occurred? 
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[II  A     No,  I  don't  This  is  a  memory  in  tpy  head. 

[2]  Q     Do  you  know  if  Mr.  Penick  aiked  Dfvenport 

[3)  to  get  a  financial  statement? 

|4|  A     No,  I  don't 

|5|  Q    Do  you  recall  tf  the  financial  siate 

|6|  was  obtained? 

[7]  A     I  do  not  recall  getting  a  financ 

|S|  statement. 

19]  Q     Is  that  the  only  recollection  j 

1 10|  a  conversation  regarding  a  Whitewati. 

II  l|  Penick.? 

(121  A     With  Mr.  Penick,  yes. 

[131  MR.  PORTNOY:      Can  l+sk  him  to  clarify  his 

I  M|  last  answer? 

[15|  Did  you  testify  that^wTdid  not  receive  a 

1 16|  financial  statement  from  the  Clintons,  or  that  you  do 

|17]  not  recall  whether  you  received  a  financial 

|18]  statement? 


[19]  THE  WITNESS: 

[20|  received  ooe  or  not. 
[21|  MR.  PORTNOY: 

raj  BY  MR.  NAPPI: 


I  do  not  recall  whether  we 


Thank  you. 


ns  with  Ron  and 
at  the 
It  was 
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|1|  Q     You  just  indicated  that's  the  only 

[2|  conversation  you  recall  with  Mr.  Penick. 

[3 1  Do  you  recall  conversations 

|4|  persons  regarding  the  Whit( 

[S]  A     Well,  I  recall  convi 

[6]  Wes.  This  loan  was  discussed 

[71  bank.  It  was  a  nuisance  at  the 

|»|  continuously  past  due  at  thi 

|9|  continuously  pulled  by  auditors  to 

I  ioi  continuously  noted  that  financial 

|U I  lacking.  And  we  discussed  periodically 

[12]  with  the  loan.  1  guess  none  of  us  liked  it 

[I3|  there  at  the  bank  because  of  these  things  because  we 

1 1 4 1  were  continuously  raked  over  the  coals. 
Ii5|  Q    Raked  over  the  coals  by? 

[I6|  A     I  guess  raked  over  the  coals  may  not  be 

1 1 7]  the  right  word,  but  the  officer,  the  Comptroller  of 

1 1 1|  the  Currency  auditors  were  always  on  us  about  not 

1 19]  having  proper  documentation  in  the  file. 
(201  Q     With  this  loan  more  so  than  other  loans  ? 


•>n->.-u7-i7nn 
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£ 


I  had  lunch  with  Terr"/  P.enaud  and  Margaret  Oaver.c 
actually/would  not  have  agreed  to  an  appointment 
bank  special  session  and  would  have  insisted  on  t 
sam/,  except  that  Margaret  has  been  very  standoffis 
her  own  attempt  to  be  appointed  bank  commissioner, 
if  Terry  Renaud  asked  her  tc  set  up  lunch  with  ae, 
it  ;for  her. 


Weil,  I  wish  : 
feeble  way  to 


understood  ■ 
set  the=  :cr- 


-•=se  .ssues, 


^ 


1.  Terry  says  there  is  no  way  t:  declare  th; 
Most  of  the  elements  cf  the  onnicus  bill  wil 
session  regardless  of  the  state- ;narted  SiL 

2.  The  ^ide-a  that  this  has  to  happen  befors^Coaptroll* 
Currency  "grants  any.  of  the  pending  applications  flies 
of  the  speed  with  which  that  office  opejtaz 
even  if  someN*£ring  greased  them  through  before  January  without  the 

,y usual  federal  delays  and  extensions.  Bill  Ford  could  file  in  court 
\    the  very  next  day  asking  to  enjoin  the  Comptroller  just  like  they 


t  •icday .  Z 
dipcuss  the 
Iking  to 
me  since 
ew  that 
to  do 


try  in  my 


emergency, 
the  January 


of  the 
in  the  face 
ays  that 


\ 


did  in  Mississippi, 
session  he  said. 


That  for  sure  would  delay  til  the  regular 


3.   Even  if  everybody  gets  here  to  a  special  session  saying  they 
are  for  the  bill,  there  will  be  lots  of  amendments  and  he  says  it 
will  be  a  major  fracas  and  predicts  only  one  tiny  portion  will 
survive.   EVEN  I  QUESTION  WHETHER  THE  BANKERS  C&  GET  A  FIRM 
COMMITTMENT  FROM  THE  MEMBERS  OF  THE  RELEVANT  COMMITTEES  TO  SUPPORT 
THEI*\BILL  ONLY  WITHY  NO  AMENDMENTS. 

an  S&L. 

resentme" 

bargain  their  own  deal.   One  way  or  the  other  S&L's 

getting  state  deposits  into  the  battle,  increasing  the \f ray 

j 

5.   "terry-  says  LUdt  the  important  goal  is  the  preserve  the  dual 
banking  system,  and  that  it  would  be  an  emergency  if  applications 
were  grantedf  and  all  state  banks  started  moving  to  federal 
charters.   The  Arkansas  Bank  Department  would  then  face  an 
emergency  situation  cause  they  wouldn't  have  funding.   And  the 
dual  banking  system  would  be  threatened.   Terry  says  that  the 


rry  says  that  if  he  were  in  ar  "T  ,  lift  MOaiO  move  in  with 
men l  Chart  bankets  were  utilizing  one  of  their  provisions  to 

1  inject 
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~.      r.e.    2.-.c  r.e  says  ::.-.ar  ._.••.= 
be  ever"  in  reposition  to  cr.1.3  till 
says  ..-.ere  is'  no  emergency  ir.z    it  w 
how  many  legislators  say  they  ire  f 


•^sj 


3.  He  is  fearful  that  a  zcr.r::zrzcr. 
will  seriously  impair  wr.at  r.e  eeiie 
be:   goi.no/  to  the  people  to  e.-.ange 

/    / 


-  session 
banks  co 


!•:  I  also  knew  ;  a.?A  looking 
in  on  this;  Z   also  icnov  tha 


I  know  I  have  not  done  this  justice;  .  a. so  Knew  ;  ar.\  iooKing 
for  any  way  .at  of  a  special  session  on  this;  1   also  icnov  that 
the  calls  I  aa  getting  fror.  legislators  reflect  no  understanding 
on  taeir  part  of  the  " emergency "  ir.vtlves  or  -.-.at  amendments,  etc. 
aicht  be  attemoted. 
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I  also  recei^sc^  call  from  Charlotte  "■•ay  ?£, 

Association  or\3aiak  Holding  Companies  wno  said,    that  »  rgl  "r^""" 
survey  of  the  HoJ^rfing  Companies  .lembers.nip  at  me  end  of  last  week 
indicated  tnat  72%  of  that  group  favored  the  bill,  18%  were  opposed 
to  it  and  10%  were  neutrai.   On  the  question  of  whether  the  special 
session  should  be  held  to  consider  the  issue,  5"'?.  were — for  a  session 
^nr\   ,i"]«|  i.ipi»a  ^pp^cari   jUacocriAag — t?  "hirli^Tp   cauqiily  half  the 
banks  in  the  state  are  members  of  the  Bank  Holding  Company 
Association  and,  while  she  declined  to  be  pinned  down  as  to  a 
specific  number  of  banks  that  were  contacted,  she  said  that  only  two 
or  three  of  the  Association's  membership  did  not  respond  to  the 
survey. 


Also  at^4ched  are  recent  correspondence  on  this  iss 


Attachments 


-r 


>*- 
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rtyBank 


539  =:"  1957  passed  cverw.-.a. .-..-.:  '.■/ :   30  -.o  '.Z    .r.    c.-.e  House, 
to  10  in  :.-.e  Ser.aca.   L'ncer  .is  .-rev is  .ens,  7C3  applied    for.  a."   -  f  a-^ 
was  granted,  five  permits  cc  cra.-.c.-.  .n  kittle  ?cc.<.   :io  objection  cXm^/^-^4 
~as  raise:  m  the  application  :.:c353  desp;:s  all  appropriate  oV^a-u-v?  c-- 
"by   :,",e   itara   Bank  "pecartmentV   "  First  j^fjVJ^. 


ar.k   Department. 

las  .g-.ored  a  direct  attack  of  cur 

the  astaol  i  shed  statutory  Means  of 

approval.    v^ostead,   :hey 


.-.otices   oei.-.c   sent 
Commercial  Sank  and  its 
permits  in.  Circuit  Cour 
challenging  the  Sank  Commiss.c: 

cnallenged  the  action  of  the  3ar..<  Commissioner  af  :eV\our  permits 
wera  grafted  and  without  naming  7C3  as  a  party.  In  f  ac  t ,  we  were 
not  eveq  \broughc  into  the  case  until  after  we  hart|gisne  to  tne 
expense  |o$  actually  opening  our  branch  at  400  Caa/itoi  Avenue, 
which  lsj  t\e  financial"  cen^-g"  gf  --a — s.»t  •  .iiCLiup"olitan\area  of 
the  state.  T! — 'as  omy  at  this  point  tnat  First  Commercial  tried 
to  closei  our  Capitol  Avenue  3rar.cn  while  the  lawsuit  wa\  beine 
decided. 


They  failed. 


Simul  tan^ousjry  «i.!i  cms  litigation,  the  banking  community  was 
caking  ^c^?s  to  develop  a  comprehensive  state  solution  to 
disparities  in  the  branching  authority  of  banks  and  savings  and 
loans.  initially,  drafts  of  -  ne  Oinmnu*  ■*-.>.  ,  Z.ll  were 
circulatejdj  which  were  consistent  with  TC3's  branching  initiatives 
made  possiole  oy  Act  539  of  1987.   A  meeting  was  held  by  the 
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i  6  *  /  /  7  /^ 


Sfii 

FIRST    OMMBIGAL  BANK 


nitiative 


Yoii  incite   me    to    remove    from   the  captioned   ABA    package,/ the/  so-called 
"home  office   protection"    feature.      It  prohibits   branching   within   300  linear 
feet  of   the   principal    office  of  an   existing   bank.      This   feature    is   in   the 
existing  law  and  has  been  since  1973. 

Your  inWatipn   presupposes   that   I    have  the   riqb-t^to  remove  ihis   feature 
and  that  it  la\ks  the  support  of  bankers  and— legislators.      To  support  the 
latter   point\y^u  advise  that  some  15   hnnlrrrh   nnrl   Inqi  ■l.itni  i   have  told  you 
they  don't  like  it.      This  information  apparently  came  to  your  attention  in 
the    July   5    morning    meeting    with     Bank    Commissioner    Ford,     Former 
Commissioner  Jackson,  ABA   Past  President  Hartsfield,   Senator   Beebe  and 
Representative  Wilson.      This  minority  view  you  cite  is  not  surprising.      It 
contrasts  with   endorsement   by   80%  of  bank   CEO's  attending    a   statewide 
meeting   in  March  and  with  an  ABA   legislative  head  count  of  65%  support 
for  the  bill  as  a  package. 

My   response  to  your  invitation  was  to  ask  you  to  sleep  on   it;   you  invited 
merto  find  support  for  inclusion  of  the  home  office  pnSfcction  feature. 


The! leadership  of  the  ABA  is  as  follows. 

Rainwater. 


I  have  consulted  them  all  except 


President:  Sloan  Rainwater  (hospitalized  with  hea/t  surgery) 

President-Elect:      Sonny   Henson ,   Fort  Smith 

Treasurer:  Al   Rusher,   Brinkley 

Croup  Chairmen:    C.    L.    Lieblonq .   Paraqould;    Larry   Nelsor 

Mountain  Home;    Rick  Parsons,   Springdale; 

Bob  Burns.  Magnolia;   Curtis  Hutchins,   Fordyce 


in    addition    to    these,     with    whom     I     have    visited    include 
Eer     Turnbow,     Springdale;     W.    E.    Ayres,     Simmons.     Pine     Bluff; 
Bob  Cantt,   First  National,  Magnolia;   and  Cecil   Culp,   Jr.,   and   Ray   Cash, 
Arkansas  Bank  and  Trust,  Hot  Springs. 


CAPITOL  AND  BROADWAY    LITTLE  ROCK.  ARKANSAS  72101    501/J71-7000 
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July   7,    1988 
Page  Two 


To 


ach   of   these   leaders   endorsed    the   entire\egislaNve   package 
specifically    the   home   office   protection    feature"    anckT  BarnWt   Crace, 
fsiden^of  First  Commercial   Bank,   confirmed   with  Jim  Wajton  pis  support. 


If/ the  home  office   protection    feature   is   excluded   and   the   suit    In    Pulaski 
ancery   repudiated  which  challenges   Act  539  of  1987,    TCB\  will  be  left  in 
face  /n   the   TCBY   Tower  within   300  linear    feet  of   this   building!.      If  the 
I   as   proposed    is   passed   and   TC3    loses   the  suit,   asl  my   lawyers 
ifirfn   and    I    am  confident   they   will    on    Julv    l«,    they   can   relocate   just 
the   300   foot  parameter  of  existing   law  and   there  join/  the  Worthen, 
ion,   OneBank,    First  Commercial,    savers,    Capitol   Savings/and   Loan, 
:    federal.    Home   Savings,   and   Superior   Federal,    all    wiyhin/a   stone's 
f  5th  and  Broadway. 


.your  guidance?  I  am  committed 
^e\  as  is  or  as  reasonably  modified, 
ickage. 


slative 
y   supported 


Cordially 


./   -y    . 

William  H.    Bowen 
Chairman  of  the  Board 


WHB:ccb 
d4/cc 


Governor  Bill  Clinton 
1800  Center  Street 
Little   Rock,   AR     72206 


...  j 


<->\-  '<■  -v 


e,ry   -■) 


|w-    '/-   ,>-rL 


..,/   .      •'. 
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FILE  NCTES 
March  14,  1955 


RE; 


Branching 


Wayne/  Hartsf ielcL--— PlTesiceTrt-— of  theN^rkansas  Bankers  Association  and 
President  of  >ne  First  Nat  ionai""Sank  of\Searcy,  visited  with  me  tccay 
concerning  a/  proposal  he  is  vorking\onXo  settle  the  Branch  Bank.vnc 
dispute. 


/ 


Hartsfieid  has  an  agreement  with  the  Governor  tc  call  a  special 
session  upon  full  concurrence  and  commitmerit  \:  the  bankers  and 
banking  organizations  in  the  state  to  support  M^he  Nle9lslat ion .  The 
Bank  \  Commissioner  is  supportive  of  the  legisJLat-ion  and!  Marcus 
Halbrook,  Retired  Director  of  the  Arkansas  Legislative  Council,  is 
drafting  thev  bill.  A  draft  copy  will  be  forwarded  as  .soon  as 
Hartsfiei<  receives  it.  \ 


The  key  provisTOft£_cr  the  bill  are  as  follows: 


X 


Interstate  reciprocity  with  approximately  15  states  will  be 
approved,  effective  January  1,  198S. 


Contiguous  county  branching  would  be  phased  in  oven  a  period  of 
five  years.  \   \ 


'.'  Statewide  branching  would  be  phased  in  over  a  period  of  10 
;  years. 

Incorporated  communities  with  less  than  3,000  in  population  and 

a i  bank  charter  will  be  protected  from  branching  from  the 

outside.   However,  if  banks  in  these  communities  branch  out , 

';  then  reciprocity  will  follow  banks  in  the  communities ,.' where 

\  thev  branch.  /     I 

\         V  J  J 

\  Branching  statewide  could  be  accomplished  by  acquisition  ,br 
merger  under  the  10  year  phase-in. 


:ate  chartered  savings  and  loan 
state  brancHjjig  bill  as  state  ba 


under'  the 


irrent    statewide 


--"yrichxny- 
Comptroller   will    not   be   grandfat 
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Hartsfie.Jrd     said     he     had     notv-vcalk5c     personally     witrv     James      S 
Preside-nt    of    the    Independent    Barvkers,     but     in    conversations    wir: 


cf     threir     board    of__cj_rectors , 
statewide     brarverfing,     but     ttte-~ 
above,       is      better      than      they 
statewide    branching. 


thevxcomme.nts     were     they     did     net 

proposed     legislation,      as     spelie; 

vft>uld    \et      under      federally      die 


CU! 

;a:e: 


\ 


Ed    Penick, 


VT.    E.\Renaud 
A^iliSte   Chairmen 
Affvliat< 
Bob    Cot 

John    Danfdr~^s- 
Kcvt   Wiikmsor 


X> 


\ 


\ 
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March  4.  1992 


VIA  TELECOPIER 
501/453-2400 


ir.  We*  Savage 
lit  Ozark  National  Bank 
P.  O.  Box  250 
Flippin.  AR   72634 

Re:    Whitewater  Devenipment  Company 
Loan  No.  588i 


Dear  Wee 

Please  release  all  docuajeatj  in  your  possession  relating  to  the  above  captioned 
loan,  including  a  copy  of  the  original  note,  any  renewals,  any  payments  made  on  the 
note,  and  other  supporting  docu.oiuts.  I  hereby  authorize  you  to  fax  such  documents 
immediately  to  Lorctta  Lynch  at  501/372-5405. 


Thank  you  for  your  astistnace. 


Sincerely  yours, 


Hillary  Rodham  Clinton 


/ 


HRC 


C:mca 


luccwatt* 


INVESTIGATION  OF  WHITEWATER 

DEVELOPMENT  CORPORATION 

AND  RELATED  MATTERS 


TUESDAY,  MAY  14,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  10:15  a.m.,  in  room  216  of  the  Hart  Sen- 
ate Office  Building,  Senator  Alfonse  M.  D'Amato  (Chairman  of  the 
Committee)  presiding. 

OPENING  COMMENTS  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  The  Committee  will  come  to  order. 

May  I  ask  the  witnesses  if  they  would  stand  for  purposes  of  tak- 
ing the  oath. 

[Witnesses  were  duly  sworn.] 

The  Chairman.  I  ask  the  witnesses  if  they  have  any  statement 
they  would  like  to  make  at  this  time. 

Ms.  Thomases. 

SWORN  TESTIMONY  OF  SUSAN  P.  THOMASES 
ATTORNEY  AT  LAW,  WILLKIE  FARR  &  GALLAGHER 

[No  response.] 

The  Chairman.  Ms.  Doyle. 

SWORN  TESTIMONY  OF  PATRICIA  SOLIS  DOYLE 

SPECIAL  ASSISTANT  TO  THE  PRESIDENT  & 

DIRECTOR  OF  SCHEDULING  FOR  THE  FHtST  LADY 

[No  response.] 

The  Chairman.  Senator  Sarbanes. 

OPENING  COMMENT  OF  SENATOR  PAUL  S.  SARBANES 

Senator  Sarbanes.  No. 

The  Chairman.  Mr.  Cher-toff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Thank  you  for  coming  down,  Ms.  Thomases.  I'm  going  to  ask  you 
to  direct  your  attention  back  to  1993.  I  would  like  to  ask  you  when 
was  the  last  time  you  had  a  conversation  with  Vincent  Foster  be- 
fore he  took  his  life. 

Ms.  Thomases.  Either  the  Wednesday  or  the  Thursday  before  he 
took  his  life. 

(3041) 
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Mr.  Chertoff.  Tell  us  where  was  the  conversation? 

Ms.  Thomases.  It  took  place  at  2020  O  Street  in  Washington. 

Mr.  Chertoff.  Is  that  a  hotel  at  which  you  often  stay? 

Ms.  Thomases.  It's  not  a  hotel,  it's  a  facility  at  which  I  often  stay 
when  I'm  in  Washington. 

Mr.  Chertoff.  How  did  you  come  to  meet  Mr.  Foster  at  that  fa- 
cility? Did  he  ask  to  meet  with  you? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Was  this  in  the  evening? 

Ms.  Thomases.  Early  in  the  evening. 

Mr.  Chertoff.  How  long  did  you  spend  with  Mr.  Foster? 

Ms.  Thomases.  Not  a  real  long  time,  maybe  20  minutes,  half  an 
hour,  maybe  a  little  longer  than  that.  We  spent  some  time  at  the 
house. 

Mr.  Chertoff.  At  the  house? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Was  this  by  appointment?  You  know,  he  set  it  up, 
he  arranged  it? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  It  was  at  his  instigation  or  at  his  request  that 
you  had  the  meeting? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  I  don't  want  to  ask  you  about  all  the  details  of 
the  meeting  but  I  understand  there  was  a  portion  of  the  discussion 
that  related  to  certain  personal  issues  that  were  on  Mr.  Foster's 
mind.  Is  that  correct? 

Ms.  Thomases.  There  were  a  few  personal  issues. 

Mr.  Chertoff.  But  there  was  also  discussion  of  issues  on  Mr. 
Foster's  mind  that  concerned  the  Travel  Office,  is  that  correct? 

Ms.  Thomases.  Yes.  It  was  really  about  work. 

Mr.  Chertoff.  Putting  Mr.  Foster's  personal  life  out  of  it,  what 
did  Mr.  Foster  tell  you  about  work? 

Ms.  Thomases.  He  was  concerned  that  there  were  not  enough  at- 
torneys to  handle  the  amount  of  work  currently  in  the  Counsel's 
Office.  And  he  was  concerned  that  if  there  were,  in  fact,  a  Congres- 
sional investigation  of  the  Travel  Office,  that  he  would  really  be 
struggling  in  order  to  keep  up  with  it. 

Mr.  Chertoff.  Did  he  tell  you  he  had  some  concern  about  David 
Watkins? 

Ms.  Thomases.  Not  at  that  particular  time. 

Mr.  Chertoff.  Did  he  tell  you  at  some  other  particular  time  that 
he  had  a  concern  about  David  Watkins? 

Ms.  Thomases.  He  told  me  at  a  prior  time. 

Mr.  Chertoff.  How  much  prior  to  this  meeting  on  the  Wednes- 
day or  Thursday  before  his  death? 

Ms.  Thomases.  I  don't  know  how  much  prior,  but  it  was  not  at 
that  meeting.  It  was  prior  to  that  meeting. 

Mr.  Chertoff.  Was  it  a  week  before,  a  month  before? 

Ms.  Thomases.  I  have  no  idea.  It  was  at  some  point. 

Mr.  Chertoff.  What  did  he  tell  you  were  his  concerns  about 
David  Watkins? 

Ms.  Thomases.  He  was  concerned,  and  his  real  concern  was  that 
Hillary  would  be  a  target,  an  unfair  target  and  he  thought  that 
Watkins  might  be  the  source  of  the  criticism. 
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Mr.  Chertoff.  When  you  say  a  target,  a  target  of  criticism? 

Ms.  Thomases.  Of  criticism,  an  unfair  target. 

Mr.  Chertoff.  And  the  source  of  that  might  be  an  unfair  accusa- 
tion by  David  Watkins? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Did  he  tell  you  what  the  nature  of  the  accusation 
might  be? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  So  you  knew,  as  of  the  last  day  you  had  spoken 
with  Mr.  Foster,  that  one  of  the  things  he  had  on  his  mind  was  a 
concern  that  David  Watkins  might  make  some  kind  of  allegation 
that  would  make  Mrs.  Clinton,  as  you  described,  an  unfair  target 
of  criticism,  is  that  correct? 

Ms.  Thomases.  That's  correct. 

Mr.  Chertoff.  On  this  particular  occasion,  which  is  the  last  time 
you  saw  him  when  you  were  at  O  Street,  I  guess,  it  is  called  the 
Mansion,  is  that  right? 

Ms.  Thomases.  The  Mansion. 

Mr.  Chertoff.  When  you  were  at  the  Mansion  on  O  Street,  he 
raised  with  you  again  the  issue  of  the  Travel  Office,  right? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  In  particular  the  possibility  of  there  being  some 
kind  of  investigation  in  Congress? 

Ms.  Thomases.  That's  what  he  talked  about. 

Mr.  Chertoff.  On  this  occasion,  when  you  talked  to  him  about 
the  possibility  of  a  Congressional  investigation,  did  he  talk  to  you 
again  about  Mr.  Watkins  or  somebody  being  responsible  for  the 
First  Lady  being  a  target  of  criticism? 

Ms.  Thomases.  No.  The  entire  discussion  about  the  Travel  Of- 
fice, when  I  last  saw  him,  was  the  resource  issue,  and  the  fact  that 
there  were  not  enough  people  to  handle  the  number  of  things  that 
would  come  up.  It  was  essentially  a  personnel  problem,  not  the 
substance  of  it. 

Mr.  Chertoff.  You  had  dealt  with  Mr.  Foster  before  on  the  issue 
of  the  Travel  Office,  right? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  Had  you  ever  spoken  to  anyone  in  the  White 
House  during  the  period  of  time  that  the  White  House  was  review- 
ing the  Travel  Office  situation  leading  up  to  the  time  that  the 
Travel  Office  people  were  fired?  Did  you  ever  talk  to  anybody  in 
the  White  House  about  the  Travel  Office  personnel  and  the  issues 
surrounding  them? 

Ms.  Thomases.  Could  you  repeat  the  question? 

Mr.  Chertoff.  Did  you  ever  talk  to  someone  in  the  White  House 
about  the  Travel  Office  personnel  and  the  issues  surrounding  their 
conduct  before  they  were  terminated? 

Ms.  Thomases.  The  only  person  I  remember  even  mentioning  it 
to  me  was  Harry  Thomason,  at  one  point. 

Mr.  Chertoff.  What  did  he  say  to  you? 

Ms.  Thomases.  He  just  said  that  he  was  working  on  it.  I  mean, 
it  was  not  a  big  conversation. 

Mr.  Chertoff.  Harry  Thomason,  just  to  put  it  in  context,  he  is 
the  Hollywood  producer  who  is  friends  with  the  Clintons  from  some 
previous  time,  right? 
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Ms.  Thomases.  He  was  very  involved,  he  had  been  very  involved 
in  the  campaign  as  a  producer. 

Mr.  Chertoff.  He  did  not  have  a  White  House  position  in  1993, 
is  that  right? 

Ms.  Thomases.  That's  right. 

Mr.  Chertoff.  But  he  told  you  he  was  working  on  the  Travel  Of- 
fice issue? 

Ms.  Thomases.  I  may  have  overstated  that.  But,  yes,  he  was  the 
only  person  whoever  raised  the  actual  idea  of  the  Travel  Office 
with  me. 

Mr.  Chertoff.  Did  you  talk  with  Mrs.  Clinton  about  the  Travel 
Office? 

Ms.  Thomases.  Not  that  I  remember. 

Mr.  Chertoff.  And  did  you  talk  to  Mack  McLarty  about  the 
Travel  Office? 

Ms.  Thomases.  Not  that  I  remember. 

Mr.  Chertoff.  I  would  ask  that  we  put  on  the  Elmo  a  package, 
I  will  show  it  to  you,  CGE9110,  which  is  a  copy  of  a  steno  pad  of 
notes  of  a  White  House  person  known  as  Lorraine  Voles,  that  says 
at  the  bottom,  "S.  Thomases  went  to  Mack;  Hillary  wants  these 
people  fired.  Mack  wouldn't  do  it.  DW  didn't  want  to  do  it."  Did  you 
go  to  Mr.  McLarty  and  say  to  him  at  some  time  that  Mrs.  Clinton 
wanted  to  have  these  people  fired? 

Ms.  Thomases.  No,  I  don't  believe  I  did. 

Mr.  Chertoff.  When  you  say  you  don't  believe  that  you  did,  and 
you  say  you  don't  recall,  are  you  prepared  to  absolutely  say  with 
certainty  that  the  account  that  is  contained  in  these  notes  by  a 
White  House  official  is  incorrect? 

Ms.  Thomases.  Yes,  I  am. 

Mr.  Chertoff.  So  you  absolutely  dispute  this  account? 

Ms.  Thomases.  Well,  I  don't  know.  I  mean,  I  don't  remember  Hil- 
lary every  telling  me  to  do  that,  and  I  never  remember  having  that 
as  a  topic  of  a  meeting  with  Mack. 

Senator  Sarbanes.  Could  I  ask  whose  pad  this  is? 

Mr.  Chertoff.  This  is  from  Lorraine  Voles,  V-O-L-E-S,  who 
works  at  the  White  House. 

Senator  Sarbanes.  Is  this  part  of  our  document  production? 

Mr.  Chertoff.  I  think  it  was  a  production  made  to  the  House 
of  Representatives. 

Senator  Sarbanes.  In  their  Travelgate  inquiry? 

Mr.  Chertoff.  That's  correct. 

Ms.  Thomases,  after  this  meeting  at  the  Mansion  at  O  Street, 
you  did  not  see  Mr.  Foster  again,  is  that  correct? 

Ms.  Thomases.  That's  correct. 

Mr.  Chertoff.  Now  did  there  come  a  point  in  time,  sometime 
thereafter,  that  you  were  interviewed  by  the  Federal  Bureau  of  In- 
vestigation regarding  Mr.  Foster's  death? 

Ms.  Thomases.  An  FBI  agent  called  me  on  the  phone. 

Mr.  Chertoff.  What  did  he  ask  you? 

Ms.  Thomases.  I  don't  remember  specifically. 

Mr.  Chertoff.  Did  he  interview  on  the  telephone? 

Ms.  Thomases.  It  was  a  rather  perfunctory  inquiry,  yes. 

Mr.  Chertoff.  When  you  say  it's  perfunctory? 
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Ms.  Thomases.  I  did  not  feel  at  the  time,  and  I  do  not  feel  now 
that  it  was  an  in-depth  interview. 

Mr.  Chertoff.  Putting  aside  your  speculation  about  what  was  in 
the  agent's  mind,  did  the  agent  tell  you  he  was  an  FBI  agent? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Did  he  tell  you  he  was  investigating  certain  mat- 
ters relating  to  Vincent  Foster? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  You  were  aware  of  the  fact  that  he  was  operating 
on  official  Government  business? 

Ms.  Thomases.  I  went  through  a  period  of  wondering.  I  felt  inse- 
cure that  in  fact,  since  I  was  not  seeing  him,  that  in  fact  he  was 
an  FBI  agent,  and  we  spent  some  time  in  the  beginning  of  the  con- 
versation discussing  that. 

Mr.  Chertoff.  In  other  words,  you're  telling  us  at  the  beginning 
you  had  a  doubt  about  whether  he  was  really  an  agent? 

Ms.  Thomases.  Well,  he  called  me  up  on  the  phone  and  said  he 
was  an  agent,  but  I  didn't  see  him,  and  I  raised  with  him  that  it 
would  be  more  comfortable  for  me  if  we  actually  had  a  conversation 
in  person. 

Mr.  Chertoff.  Now,  you  eventually  satisfied  yourself  that  he 
was  an  agent,  right? 

Ms.  Thomases.  No.  But  I  treated  him  as  if  he  were  one. 

Mr.  Chertoff.  This  is  pretty  important,  and  I  think  you  and  I 
both  understand  why  it's  important.  Are  you  trying  to  tell  us  now 
that  when  you  talked  to  this  FBI  agent,  and  you  know  as  well  as 
I  do,  there  is  an  FBI  report,  and  this  really  was  an  agent.  Are  you 
trying  to  suggest  to  us  that  at  the  time  you  talked  to  him,  you  were 
under  the  belief  that  he  might  not  really  be  an  agent? 

Ms.  Thomases.  No.  What  I  am  saying  is,  when  he  first  called, 
I  was  a  little  concerned  about  that. 

Mr.  Chertoff.  You,  of  course,  understand  that  when  you  talk  to 
an  agent  on  the  matter  of  an  official  investigation,  you  have  an  ob- 
ligation to  tell  the  truth.  Is  that  correct? 

Ms.  Thomases.  Absolutely. 

Mr.  Chertoff.  I  want  to  read  you  the  last  passage  of  this  FBI 
report.  I  think  you  have  a  copy  in  the  package  before  you.  We  will 
put  it  up  on  the  screen.  It's  document  OIC  418.  It  is  two  pages.  But 
I  want  to  focus  your  attention  on  the  last  paragraph.  This  is  an 
interview  of  you. 

She  last  saw  Vincent  Foster  on  Wednesday  or  Thursday  before  his  death.  She  be- 
lieves that  they  had  lunch  together  with  some  other  people  in  Washington.  She  re- 
calls him  mentioning  he  planned  to  take  a  weekend  trip  to  the  Eastern  Shore  of 
Maryland.  She  noted  no  change  in  his  demeanor  or  physical  appearance  but  was 
aware  that  he  was  working  very  hard  and  was  under  considerable  pressure.  His 
death  came  as  a  complete  shock  to  her  and  she  can  offer  no  reason  or  speculation 
as  to  why  he  may  have  taken  his  life. 

Did  you  say  these  things  to  the  agent? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Why  did  you  tell  the  agent  that  you'd  had  lunch 
together  with  other  people  in  Washington  on  the  last  occasion  you 
saw  him  when  in  truth  and  in  fact,  as  you  have  now  sworn,  you 
actually  saw  him  by  prearrangement  at  your  hotel? 

Ms.  Thomases.  I  think  there  may  have  been,  I'm  sure  I  probably 
did  tell  him  that  I  also  had  lunch  with  him.  I  think  there  may  have 
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been  some  confusion  because  I  did  have  lunch  with  him  in  the 
weeks  before  he  died,  but  I  don't  know  that  I  would  have  told  him, 
and  I  have  told  other  law  enforcement  people  that  where  I  saw  him 
was  at  the  Mansion  on  O  Street. 

Mr.  Chertoff.  This  was  your  first  interview  by  a  law  enforce- 
ment person  about  this  matter,  is  that  correct? 

Ms.  Thomases.  I  think  so. 

Mr.  Chertoff.  So  this  is  the  first  time  you  talked  to  someone  in 
law  enforcement.  I  want  to  go  over  the  first  two  sentences  so  there 
is  no  misapprehension  about  what  you  were  asked  and  what  you 
said.  "She  last  saw  Vincent  Foster  on  a  Wednesday  or  Thursday  be- 
fore his  death."  That's  correct,  isn't  it? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  "She  believes  they  had  lunch  together  with  some 
other  people  in  Washington."  That  is  incorrect  because  the  last 
time  you  saw  him  on  Wednesday  or  Thursday  was  at  the  Mansion 
at  O  Street  in  a  prearranged  meeting  in  which  the  two  of  you  were 
alone;  right? 

Ms.  Thomases.  I  don't  know  that  that  sentence  fully — I  think  we 
talked  about  a  number  of  things  and  so  that  sentence  was  only 
part  of  it. 

Mr.  Chertoff.  Is  it  your  testimony  that  you  told  the  agent  about 
this  private  meeting  at  the  Mansion  on  O  Street? 

Ms.  Thomases.  I  believe  that  I  told  him  that  we  met  away  from 
the  White  House. 

Mr.  Chertoff.  And  did  you  tell  the  agent  that  the  two  of  you 
met  alone? 

Ms.  Thomases.  I  don't  remember  specifically  whether  I  said  we 
met  alone.  I  believe  I  told  him  he  had  asked  to  see  me  away  from 
the  White  House. 

Mr.  Chertoff.  And  you  told  the  agent  that  this  was  by  prear- 
rangement? 

Ms.  Thomases.  I  don't  know  whether  I  used  the  word  prear- 
rangement  but  I  think  that  I  probably  used  the  word  that  he  asked 
to  see  me  away  from  the  White  House. 

Mr.  Chertoff.  None  of  this,  of  course,  appears  in  the  agent's  re- 
port so  your  testimony  is  that  you  told  this  to  the  agent  but  the 
agent  never  made  a  note  of  it? 

Ms.  Thomases.  I  don't  know.  I  can't  speak  for  the  agent. 

Mr.  Chertoff.  Did  you  tell  the  agent  that  you  had  discussed  the 
Travel  Office  the  last  time  you  had  talked  with  him? 

Ms.  Thomases.  I  don't  think  he  asked  what  we  discussed.  He 
was  more  concerned  about  what  I  thought  about  the  reason  that 
he  had  killed  himself. 

Mr.  Chertoff.  Did  you  tell  the  agent,  were  you  in  fact  unable 
to  offer  any  speculation  as  to  why  he  may  have  taken  his  life? 

Ms.  Thomases.  Yes.  That's  correct. 

Mr.  Chertoff.  That's  what  you  told  the  agent? 

Ms.  Thomases.  Yes.  And  I  still  do  not  feel  that  I  am  ready  to 
speculate  on  why  he  took  his  life. 

Mr.  Chertoff.  But,  in  fact,  you  had  had  a  conversation  the  week 
before  he  passed  away  where  you  discussed  a  number  of  issues, 
some  of  them  personal  and  some  of  them  work-related  which  could 
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have  borne  on  what  was  in  his  mind  at  the  time  that  he  made  the 
decision  to  take  his  life.  Isn't  that  correct? 

Ms.  Thomases.  I  just  want  to  say  I  saw  Vince  Foster.  I  feel  tre- 
mendous guilt  about  the  fact  that  I  was  not  wise  enough  or  astute 
enough  to  imagine  the  things  that  were  on  his  mind  would  have 
triggered  a  decision  for  him  to  take  his  life.  There  was  nothing 
about  his  demeanor  or  about  the  way  he  conducted  himself  that 
would  have  made  me  think  that  he  was  going  to  threaten  his  life. 
Had  I  thought  he  would  have  done  so,  I  would  have  done  some- 
thing, it  was  my  nature.  And  therefore  I'm  not  willing  to  speculate 
even  now  about  why  Vince  Foster  took  his  life. 

Mr.  Chertoff.  Well,  let  me  withdraw  the  question. 

I  want  to  show  you  a  passage  from  a  book  which  I  think  you 
should  have  in  your  package.  Page  284  of  a  book  written  by  James 
Stuart  called  "Blood  Sport."  You  know  James  Stuart,  I  take  it? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  You  talked  to  him  in  connection  with  his  writing 
of  the  book? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  We  will  bring  a  copy  of  the  book  down.  It  is  page 
284,  Ms.  Thomases. 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Mr.  Stuart  writes: 

Earlier,  Foster  had  turned  to  Thomases  to  express  frustration  over  the  Travel  Of- 
fice report,  and,  like  many  in  the  White  House,  she  had  become  something  of  a  con- 
fidante. Now,  she  tried  to  reassure  Foster,  but  he  said  he  needed  to  talk  to  her  "off 
the  campus,"  somewhere  they  wouldn't  be  seen.  Thomases  suggested  2020  O  Street, 
a  private  rooming  house  where  she  herself  sometimes  stayed  in  Washington. 

When  Foster  arrived  that  evening,  Thomases  thought  he  looked  a  little  better.  He 
looked  around  the  house  and  seemed  amused  by  its  garish  Victorian  decor.  He  men- 
tioned that  he  and  Lisa  were  going  to  get  away  for  the  weekend.  But  then  he  began 
to  unburden  himself. 

He  mentioned  how  overworked  he  was  and  how  he  lacked  the  time  and  the  sup- 
port staff  he  was  used  to  in  Little  Rock.  If  he  didn't  get  more  help,  he  said,  he  was 
afraid  he  would  "let  the  President  and  Hillary  down."  Predictably,  be  brought  up 
the  Travel  Office  affair,  adding  that  he  didn't  trust  David  Watkins,  who  he  feared 
might  fabricate  or  embellish  the  facts  to  cover  himself — possibly  at  the  expense  of 
the  First  Lady. 

Now  the  portions  of  this  I  have  read  to  you,  did  you,  in  fact,  tell 
Mr.  Stuart  that  this  is  what  happened  in  your  conversation  with 
Vincent  Foster? 

Ms.  Thomases.  I  do  not  believe  that  I  said  that  that  is  what  hap- 
pened with  him  that  night.  I  think  he  probably  put  together  dif- 
ferent pieces  of  different  conversations.  As  you  know,  that  is  his  lit- 
erary style. 

Mr.  Chertoff.  I  do  not  know  his  literary  style  because  I  have 
never  dealt  with  him,  but  you  have  dealt  with  him  because  I  think 
you  actually  approached  him  to  get  him  interested  in  writing  the 
book,  is  that  right? 

Ms.  Thomases.  Not  quite. 

Mr.  Chertoff.  You  clearly  had  a  discussion  with  Mr.  Stuart  in 
which  you  gave  an  account  of  your  conversation  with  Mr.  Foster 
the  last  time  you  saw  him,  correct? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Your  testimony  now  is  that  his  rendition  of  your 
account  is  incorrect? 

Ms.  Thomases.  Partially  incorrect. 
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Mr.  Chertoff.  Your  testimony  is  that  the  FBI  agent's  rendition 
of  your  interview  with  him  in  June  1994  is  also  incorrect? 

Ms.  Thomases.  If  you  want  to  talk  about  the  FBI's  rendition,  I 
would  turn  back  to  the  first  page  of  that  rendition. 

Mr.  Chertoff.  I'd  like  to  talk  about  first  the  paragraph  that  I'm 
concerned  with.  Is  it  your  testimony  that  with  respect  to  the  para- 
graph we  have  been  focused  on  concerning  your  last  meeting  with 
Vincent  Foster,  the  FBI  is  incorrect? 

Ms.  Thomases.  There  must  be  some  confusion.  I  wouldn't  say  in- 
correct. There  is  an  omission  in  it. 

Mr.  Chertoff.  A  significant  omission.  Namely,  the  fact  that  the 
last  meeting  was  not  a  lunch  but  was  a  private  meeting  at  Mr.  Fos- 
ter's request  where  he  unburdened  himself  about  a  number  of  mat- 
ters, including  the  issue  of  the  Travel  Office.  That  whole  element 
of  that  last  meeting  is  omitted  from  the  agent's  report,  right? 

Ms.  Thomases.  It  was  not  in  the  report  as  I  received  it. 

Mr.  Chertoff.  Your  testimony  was,  again  just  as  you  said,  Mr. 
Stuart  got  it  wrong  in  the  book,  your  testimony  is  that  you  told  the 
agent  about  these  things  but  the  agent  wrote  it  down  wrong,  or 
didn't  write  it  down  properly  or  fully.  Is  that  your  testimony? 

Ms.  Thomases.  It  is  not  fully  in  there. 

Mr.  Chertoff.  So  both  Mr.  Stuart  and  the  agent  ire  incorrect. 

Now,  I  would  like  to  move  forward  a  little  bit.  I  would  like  to 
move  into  the  week  following  Mr.  Foster's  death,  and  I  would  like 
to  put  up  a  chart  because  we  have  had  the  benefit  now  of  getting 
some  additional  documentation  from  the  White  House  which  I 
think  may  enlighten  us  about  the  events  of  that  week. 

Let  me  begin  by  saying  this.  Obviously,  Ms.  Thomases,  at  the 
time  you  learned  of  Mr.  Foster's  death,  you  understood  that  there 
was  significance  to  your  last  conversation  with  him,  is  that  right? 

Ms.  Thomases.  I  don't  know  that  there  was  serious  significance 
to  it. 

Mr.  Chertoff.  Isn't  it  a  fact  that  when  you  saw  the  President 
of  the  United  States  for  the  first  time  after  Mr.  Foster's  death,  you 
reported  to  him  or  you  told  him  in  detail  about  your  meeting  with 
Mr.  Foster  the  previous  week? 

Ms.  Thomases.  I  don't  know  that  I  told  him  in  detail,  but  I  told 
him  about  it. 

Mr.  Chertoff.  So  you  thought  that  it  worth  telling  the  President 
about,  is  that  correct? 

Ms.  Thomases.  Yes,  because  I  felt  so  badly  that  I  hadn't  noted 
that  he  was  in  such  distress. 

Mr.  Chertoff.  But  putting  aside  what  you  felt,  I  just  want  to 
make  sure  we  have  the  facts  correct.  The  fact  is  that  when  you  met 
the  President  on  the  21st,  the  first  time  you  saw  him  after  Vince 
Foster's  death,  you,  in  fact,  told  him  about  your  meeting  with  Mr. 
Foster  at  O  Street,  is  that  correct? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  When  you  were  asked  about  this  at  our  hearings, 
I  don't  think  you  mentioned  that.  I  want  to  ask  you  to  direct  your 
attention  to  the  hearing  of  August  8,  1995,  page  76.  You  were 
asked  about  this  particular  meeting  by  Mr.  Ben-Veniste. 

The  Chairman.  Hold  up  for  a  second. 

Senator  Sarbanes.  What  page  are  you  on? 
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Mr.  Chertoff.  Page  76: 

Mr.  Ben-Veniste.  What  was  the  substance  of  that  conversation? 

Ms.  Thomases.  It  was  more  reviewing  again  our  sense  of  helplessness  and  sad- 
ness that  we  might  not  have  been  as  sensitive  as  we  might  have  been  to  what  we 
then  believed  was  a  tremendous  amount  of  pain  that  Vince  must  have  been  in.  We 
talked  about  that.  He  was  very  specific  about  how  he  had  had  a  conversation  with 
Vince  and  had  intended  to  have  him  at  the  White  House,  and  we  each  talked  about 
opportunities  in  which  we  could  have  in  fact  perhaps,  had  we  known  of  the  prob- 
lems, done  something. 

Nowhere  in  that  answer,  Ms.  Thomases,  is  there  any  indication 
that  you  had  had  a  meeting  with  Mr.  Foster  a  week  before  his 
death  in  which  he  expressed  a  number  of  concerns  or  issues  to  you. 

I  want  to  ask  you  now  to  focus  your  attention  on  the  chart  to 
your  right. 

Ms.  Thomases.  I  really  can't  see  it. 

The  Chairman.  We  will  put  a  copy  in  front  of  you.  I  believe  you 
have  it.  It  says,  "Activities  At  The  White  House,  July  26-27,  1993. 
Is  that  correct,  Mr.  Chertoff? 

Mr.  Chertoff.  Yes.  By  the  way,  Ms.  Thomases,  before  we  get  to 
that,  I  do  want  to  clear  up  one  point.  Before  you  came  to  testify 
on  August  8th,  had  you  or  had  you  not  spoken  to  the  First  Lady 
concerning  your  upcoming  testimony  at  the  hearings? 

Ms.  Thomases.  I  always  let  the  First  Lady  know  if  we  talked 
near  the  hearings,  that  I  am  going  to  hearings,  but  we  don't  talk 
about  the  substance  of  the  hearings. 

Mr.  Chertoff.  I'm  going  to  present  you  with  two  frankly  incon- 
sistent statements  of  yours  and  I  want  you  to  see  if  you  can  help 
us  understand  how  it  is  you  came  to  make  these  statements.  At 
page  132  of  your  August  8th  testimony,  at  line  9: 

Senator  Faircloth.  Did  you  discuss  your  appearance  here  today  with  Hillary 
Clinton? 

Ms.  Thomases.  I  did  not  discuss  my  appearance  here  today  with  Hillary  Clinton. 

However,  more  recently,  on  December  18th,  when  you  returned, 
if  you  want  to  get  that  testimony  at  page  46,  line  3: 

Mr.  Chertoff.  You  say  at  the  time  approximate  to  his  death.  Did  you  have  a  con- 
versation with  her  at  any  time  about  the  handling  of  the  documents  ever? 

Ms.  Thomases.  I  might  have  in  some  subsequent  times  but  I  do  not  believe  that 
I  ever  discussed  them  with  her  at  that  time,  or  anyone  proximate  to  that  time. 

Mr.  Chertoff.  What  was  the  discussion  that  you  had  with  her  at  some  other  time 
about  the  documents? 

Ms.  Thomases.  It  probably  was  in  the  context  of  these  hearings. 

Mr.  Chertoff.  You  mean  that  you  have  discussed  it  with  her  since  the  hearings 
have  begun? 

Ms.  Thomases.  No.  But,  you  know,  just  when  it  was  raised  that  I  was  coming 
down. 

Mr.  Chertoff.  So  you  talked  to  her  personally  about  your  coming  down  to  the 
hearings? 

Ms.  Thomases.  This  was  way  back  when,  before  the  first  hearing. 

Mr.  Chertoff.  Back  in  the  summer? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  What  was  the  discussion? 

Ms.  Thomases.  Just  that  I  was  going  to  have  to  come  down,  and  that  I  didn't 
think  I  had  very  much  interesting  to  tell  you,  that  you  were  still  going  to  ask  me 
the  questions  because  you  felt  the  need  to  ask  me  the  questions. 

Now  which  is  it,  Ms.  Thomases.  You  had  a  conversation  with  her 
concerning  coming  down,  and  there  weren't  going  to  be  a  lot  of 
questions  in  December.  Or  as  you  told  Senator  Faircloth  in  August, 
you  had  no  conversation  or  no  discussion  about  your  appearance 
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before  the  August  8th  testimony,  with  Hillary  Clinton.  Which  is  the 
correct  one? 

Ms.  Thomases.  It  is  likely  that  I  talked  to  her  about  the  fact  of 
my  coming  down,  just  as  I  would  say  to  her,  I'm  coming  down  this 
week,  I  have  a  hearing.  But  I  never  discussed  the  substance  of 
what  my  testimony  was  going  to  be  or  any  review  of  my  testimony 
after  my  testimony  was  given.  In  fact,  sir,  for  awhile,  we  only  real- 
ly talked  to  each  other  through  our  lawyers. 

Mr.  Chertoff.  But  in  this  instance,  you  testified  in  December 
that  you  probably  had  a  discussion  with  her  about  missing  docu- 
ments in  the  context  of  these  hearings? 

Ms.  Thomases.  I  didn't  discuss  with  her  the  missing  documents. 

Mr.  Chertoff.  So  the  testimony  in  December  is  inoperative  to 
the  extent  it  says  that? 

Ms.  Thomases.  To  the  extent  that  it  suggests  that  we  were  talk- 
ing about  the  substance  of  it,  yes. 

Mr.  Chertoff.  Now  let's  go  to  the  activities.  Bearing  in  mind 
that  we  now  know,  Ms.  Thomases,  that  you  had  had  a  conversation 
with  Mr.  Foster  in  which  the  Travel  Office  came  up  the  week  be- 
fore his  death — I'm  sorry 

Ms.  Thomases.  Mr.  Chertoff,  you're  going  to  have  to  slow  down 
because  I  really  can't  follow  you  at  the  speed  that  you're  going. 
You're  jumping  from  subject  to  subject  and  I  can't  keep  track  of  it. 

The  Chairman.  I  am  going  to  ask  Mr.  Chertoff  to  pose  it  to  you 
again. 

Mr.  Chertoff.  I  thought  of  all  people,  as  a  New  Yorker 

The  Chairman.  Now  come  on. 

Mr.  Chertoff.  Ms.  Thomases,  we  have  established  that  you  had 
a  conversation  with  Mr.  Foster  the  week  before  he  took  his  life,  in 
which  he  raised  the  issue  of  the  Travel  Office  and  his  concern 
about  the  possibility  of  a  Congressional  investigation.  And,  you  also 
knew,  as  of  the  time  of  his  death,  that  he  was  concerned  that  Mr. 
Watkins  might  make  allegations  that  directly  involved  the  First 
Lady. 

You  get  a  call  from  Mr.  Nussbaum  on  July  26th,  which  is  the 
Monday  after  Mr.  Foster's  death,  and  in  that  telephone  call,  he 
tells  you,  for  the  first  time,  that  there's  a  note  or  a  piece  of  paper 
torn  up  that's  been  found  in  Mr.  Foster's  briefcase.  He  indicates  to 
you  the  substance  of  that  note  which  includes  references  to  the 
Travel  Office  problem.  You  do  recall  that  conversation,  right? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Bearing  all  that  we've  now  been  able  to  establish 
in  mind,  you  called  Patricia  Solis,  now  Patricia  Doyle,  congratula- 
tions, you  called  her  at  5:24  on  the  26th  of  July,  right? 

Ms.  Thomases.  I  don't  specifically  remember. 

Mr.  Chertoff.  The  records  reflect  that.  Do  you  have  reason  to 
dispute  the  records? 

Ms.  Thomases.  No. 

The  Chairman.  You  have  the  record  in  front  of  you? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Isn't  it  a  fact,  Ms.  Thomases,  that  particularly  in 
view  of  the  fact  of  your  having  had  discussions  with  Mr.  Foster 
about  his  concerns  about  the  Travel  Office,  in  view  of  what  his  con- 
cerns were  about  the  First  Lady,  and  in  view  of  having  heard  from 
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Mr.  Nussbaum  about  the  fact  that  the  paper  found  in  his  briefcase 
made  reference  to  the  Travel  Office,  didn't  you  call  in  order  to  set 
up  an  appointment  or  to  see  if  you  could  reach  the  First  Lady  and 
have  a  conversation  with  her  about  it? 

Ms.  Thomases.  I  don't  know  why  I  called. 

Mr.  Chertoff.  Ms.  Solis,  do  you  remember  this  telephone  call? 
Do  you  have  any  idea  why  there  was  a  call  from  Ms.  Thomases  the 
week  after  Mr.  Foster  had  taken  his  life? 

Ms.  Doyle.  I  don't  remember  the  call. 

Mr.  Chertoff.  Now  the  next  thing  we  have  established,  and  I 
am  not  going  to  go  through  the  recitation  here,  there's  an  increas- 
ing list  of  messages  and  calls  back  and  forth  on  Tuesday,  which  we 
have  established  earlier  is  not  your  regular  day  for  going  down  to 
Washington,  which  indicate  on  at  least  two  occasions  there  were 
messages  left  for  you  to  reach  out  for  Mrs.  Clinton,  and  that,  in 
fact,  you  arrived  at  the  White  House  at  shortly  before  3:00  o'clock 
in  the  afternoon. 

With  the  benefit  of  the  additional  information  we  now  have  that 
you  have  heard  about,  do  you  now  remember  going  to  the  White 
House  to  have  the  first  face-to-face  conversation  you  had  with  Mrs. 
Clinton  since  Mr.  Foster's  death? 

Ms.  Thomases.  No,  I  still  don't  remember. 

Mr.  Chertoff.  I'm  going  to  go  over  these  in  a  second — but  would 
you  agree  with  me  that  particularly  since  you  had  had  a  conversa- 
tion with  Mr.  Foster  a  week  before  he  passed  away,  that  that 
might  be  something  that  would  be  of  interest  to  the  First  Lady  in 
terms  of  determining  what  was  in  Mr.  Foster's  mind,  or  what  was 
his  state  of  mind  before  he  took  his  life? 

Ms.  Thomases.  I  probably  mentioned  that  conversation  to  Hil- 
lary when  I  spoke  to  her,  when  she  called  me  the  night  that  she 
called  me  to  inform  me  of  his  death. 

Mr.  Chertoff.  You've  never  told  us  about  that  previously.  You're 
now  telling  us  that  you  remember  the  first  time  she  called  you,  you 
mentioned  this  meeting? 

Ms.  Thomases.  I  did  not  say  I  remembered  it.  I  said  it  is  likely 
that  I  mentioned  it  to  her.  I  don't  specifically  remember  mentioning 
it  to  her. 

Mr.  Chertoff.  Let's  go  over  this  pattern.  You  got  a  message  in 
the  morning  from  Ms.  Solis  saying,  "HRC  wants  to  see  you  today." 

Ms.  Doyle,  can  I  ask  you  how  common  was  it  for  the  First  Lady 
to  request  Ms.  Thomases  to  come  down  from  New  York  for  the  day? 

Ms.  Doyle.  I'm  sorry,  to  come  down  specifically? 

Mr.  Chertoff.  To  call  up  on  a  particular  morning  and  say,  come 
down,  I  need  to  see  you  today? 

Ms.  Doyle.  That's  not  normally  the  way  it  works.  If  Mrs.  Clinton 
wanted  to  see  Susan,  she  would  ask  is  she  in  town,  do  you  know 
what  her  schedule  is,  can  she  come  by. 

Mr.  Chertoff.  Now,  you  actually  were  up  there  in  the  afternoon 
for  several  hours.  In  fact,  we  now  know,  in  addition  to  the  hour  and 
a  half  we  had  previously  accounted  for  your  being  in  the  residence, 
you  were  back  in  the  residence,  according  to  our  chart,  at  5:30  p.m. 
on  the  27th  because  you  made  two  calls  from  the  residence  on  your 
credit  card. 
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An  hour  later,  Webster  Hubbell  arrived  at  the  residence.  Did  you 
see  Mr.  Hubbell  in  the  residence  when  you  were  up  there  with  the 
First  Lady  on  Tuesday,  July  27th? 

Ms.  Thomases.  As  I  have  said  to  you  previously,  I  really  remem- 
ber nothing  very  specific  about  the  24th-27th. 

Mr.  Chertoff.  Do  you  remember  Mr.  Hubbell  being  up  there 
generally? 

Ms.  Thomases.  I  remember  seeing  Webb  Hubbell  at  some  point 
with  Hillary  after  Vince's  death,  but  I  don't  remember  whether  it 
was  specifically  that  day. 

Mr.  Chertoff.  Was  it  in  the  residence? 

Ms.  Thomases.  I  don't  know  for  sure. 

Mr.  Chertoff.  Can  you  offer  us  a  reason  why — and  to  put  it  in 
context  because  some  of  this  obviously  relates,  I  mean,  this  was  the 
Tuesday  that  the  note  was  shown  for  the  first  time  to  the  Attorney 
General  of  the  United  States  who  saw  it  actually  after  Mr.  Hubbell 
had  come  to  the  residence. 

It  was  also  the  day  in  which  the  documents  were  removed  from 
Mr.  Foster's  office,  were  turned  over  to  Williams  &  Connolly,  and 
what  is  of  interest  is  that  of  the  universe  of  people  that  we  know 
that  had  either  physically  seen  the  billing  records  or,  in  your  case, 
had  heard  about  the  content  of  the  billing  records  because  we  know 
from  your  notes,  that  you  had  talked  to  Webb  Hubbell  about  the 
billing  records,  there  was  only  three  people,  four  possibly  including 
the  First  Lady. 

Mr.  Foster,  who  was  dead  as  of  the  27th.  Yourself,  Mr.  Hubbell, 
and  Mrs.  Clinton,  and  the  three  of  you  happened  to  be  in  the  same 
place  at  the  same  time  in  the  White  House  residence  on  the  very 
day  that  the  documents  were  removed  from  Mr.  Foster's  office, 
were  finally  turned  over  to  Williams  &  Connolly  after  sitting  in  the 
residence  for  several  days.  And  the  very  same  day  that  the  decision 
is  made  to  show  the  Attorney  General  of  the  United  States,  Mr. 
Foster's  torn-up  note  or  writing. 

With  all  of  that  in  mind  to  help  you  refresh  your  recollection,  Ms. 
Thomases,  can  you  tell  us  what  you  remember  about  this  meeting 
you  had  with  Mr.  Hubbell  or  this  occasion  you  had  where  you  were 
with  Mr.  Hubbell  and  Mrs.  Clinton  after  Mr.  Foster's  death? 

Ms.  Thomases.  Can  I  just  talk  to  my  attorney  for  a  minute? 

Mr.  Chertoff.  Sure. 

Ms.  Thomases.  I  still  don't  remember  the  27th,  but  I  do  remem- 
ber at  some  point  meeting  with,  being  in  the  presence  of  Webb  and 
the  First  Lady  after  Vince  Foster's  death.  I  don't  know  that  it  was 
on  the  27th. 

Mr.  Chertoff.  What  happened? 

Ms.  Thomases.  We  just  talked  about  the  tragedy  of  Vince's  death 
and  we  talked  about  how  sad  it  was,  and  I  remember  the  first  time 
that  the  three  of  us  were  together,  we  talked  a  little  bit  about  some 
of  the  good  times  that  we  had  had  together  in  old  times  before  Bill 
Clinton  was  elected  President,  and  in  the  days  in  which  I  used  to 
see  them. 

Mr.  Chertoff.  Ms.  Thomases,  since  the  independent  record  es- 
tablishes that  this  occurred  on  the  27th,  because  we  have  it  from 
the  records,  how  is  it  that  you  didn't  discuss  the  note,  the  torn-up 
pieces  of  paper  with  Mr.  Hubbell  in  this  meeting? 
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Ms.  Thomases.  I've  testified  it  before,  and  I  reiterate  it  again,  I 
do  not  remember  having  that  discussion.  I  know  I  wouldn't  have 
brought  up  the  subject  of  the  note.  I  have  no  recollection  of  any- 
body else  bringing  up  the  subject  of  the  torn-up  note.  And  I  just 
don't  remember  it. 

The  Chairman.  We'll  come  back  to  that. 

Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Good  morning,  Ms.  Thomases,  Ms.  Doyle. 

Ms.  Thomases.  Nice  to  see  you. 

Mr.  Ben-Veniste.  On  this  issue  of  Mr.  Hubbell's  visit  to  the 
White  House  on  the  27th,  the  records  indicate  that  Mr.  Hubbell  ar- 
rived at  a  point  after  which  the  files  that  had  been  segregated  and 
taken  over  to  Williams  &  Connolly  had  already  left  the  White 
House  residence. 

According  to  the  records,  just  to  put  this  in  the  proper  context, 
Mr.  Barnett  left  the  residence  at  4:30  p.m.,  according  to  Secret 
Service  records,  and  Mr.  Barlow,  the  Williams  &  Connolly  courier, 
left  at  4:42  p.m.  with  the  records.  Actually,  he  was  an  adminis- 
trator at  the  firm,  so  I  don't  want  to  denigrate  his  position  there. 
But  the  records  also  indicate  that  Mr.  Hubbell  did  not  arrive  until 
some  2  hours  after  that  happened. 

It  is  true  there  were  a  number  of  subjects  covered  in  this  35- 
minute  period  of  questioning.  I  want  to  start,  I  guess,  with  the  rea- 
son for  your  travel  to  Washington  on  the  27th.  Mr.  Chertoff  has 
suggested  that  the  reason  you  traveled  to  Washington  was  because 
you  got  a  message  that  Mrs.  Clinton  wanted  you  to  travel  to  Wash- 
ington on  that  day.  Did  that  happen,  to  your  recollection? 

Ms.  Thomases.  I  really  don't  know  why  I  traveled  to  Washington 
on  that  day.  But  as  I  stated,  I  could  have  come  for  any  number  of 
reasons.  I  knew  I  couldn't  come  to  Washington  that  Wednesday  be- 
cause I  had  an  important  meeting  in  New  York  that  day  and  I 
think  I've  so  testified  previously  on  that. 

Mr.  Ben-Veniste.  Yes.  Your  prior  testimony  was  that  you  had  a 
meeting  with  a  new  client  or  a  prospective  client  in  New  York,  and 
that  your  regular  travel  to  Washington  was  delayed  by  a  day.  Is 
that  correct? 

Ms.  Thomases.  Yes. 

Mr.  Ben-Veniste.  So  all  of  this  supposed  hocus  pocus  about 
when  you  came  down  doesn't  seem  to  make  much  sense  since,  if 
you  were  to  be  involved  in  things  that  were  happening,  one  would 
expect  that  you  would  come  earlier  rather  than  later.  Would  that 
be  fair  to  say? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  In  connection  with  the  suggestion  that  the  mes- 
sage Ms.  Doyle  left  for  you  was  that  you  should  come  down  to 
Washington  today,  that  isn't  what  the  actual  note  says  that  we 
have  been  provided.  That  note  says,  I  believe — I  don't  have  it  in 
front  of  me,  perhaps  you  do — that  Mrs.  Clinton  would  like  to  see 
you  today.  Is  that  what  that  note  was? 

Ms.  Thomases.  That's  what  the  note  says. 

Mr.  Ben-Veniste.  So  there  wasn't  anything  in  that  message  or 
note  about  Mrs.  Clinton  wanting  you  to  travel  to  Washington,  but 
rather  she  would  like  to  see  you.  Presumably  at  that  point,  since 
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the  message  I  believe  was  left  at  your  Washington  office,  Ms.  Doyle 
or  the  First  Lady  was  aware  that  you  were  in  Washington.  Ms. 
Doyle,  does  that  comport  with  your  recollection  of  leaving  the  note 
that  there  was  not  a  specific  request  to  travel  to  Washington? 

Ms.  Doyle.  I  don't  remember  the  call  at  all. 

Mr.  Ben-Veniste.  So  the  best  evidence  of  that  would  be  the 
phone  message  involved? 

Ms.  Doyle.  That's  right. 

Mr.  Ben-Veniste.  Now  on  the  issue  of  Mr.  Foster's  concerns 
prior  to  his  death,  the  things  that  were  on  his  mind,  I  don't  think 
we  ought  to  take  this  as  though  we  are  dealing  in  a  vacuum  with 
new  information. 

You  may  be  reminded  that  in  the  testimony  given  by  Mr.  Wat- 
kins,  10  months  ago  in  a  hearing  before  this  Committee,  and  I  can 
supply  the  page  to  you,  Mr.  Chairman  that  would  be  at  page  66, 
on  July  25,  1995,  that  in  the  very  car  ride  that  he  took  with  the 
U.S.  Park  Police  on  their  way  to  inform  Mrs.  Foster  of  her  hus- 
band's apparent  suicide,  that  Mr.  Watkins,  at  that  point,  men- 
tioned, and  it  was  the  only  thing  that  he  mentioned,  that  Mr.  Fos- 
ter was  concerned  about  the  Travel  Office.  "I  told  them  about  the 
Travel  Office,  and  he  said  that  he  had  been  upset  about  the  Travel 
Office."  Those  were  Mr.  Watkins'  words  in  his  testimony  before  this 
Committee.  And  of  course,  shortly  thereafter,  the  note  was  discov- 
ered left  torn  up  in  Mr.  Foster's  briefcase. 

Let  me  read  the  portions  of  that  note  so  that  if  there  is  some 
mystery  about  what  was  on  Mr.  Foster's  mind,  that  was  very  ap- 
parently resolved  shortly  after  his  death,  at  least  insofar  as  in  his 
own  hand,  he  expressed  his  concerns,  and  he  said: 

No  one  in  the  White  House,  to  my  knowledge,  violated  any  law  or  standard  of  con- 
duct, including  any  action  in  the  Travel  Office.  There  was  no  intent  to  benefit  any 
individual  or  specific  group.  The  FBI  lied  in  their  report  to  the  Attorney  General. 
The  press  is  covering  up  the  illegal  benefits  they  received  from  the  Travel  Office. 
The  GOP  has  lied  and  misrepresented  its  knowledge  and  role,  and  covered  up  a 
prior  investigation,  also  apparently  relating  to  the  Travel  Office. 

So  all  of  this  was  well  in  hand  within  a  short  number  of  days 
after  Mr.  Foster's  death. 

Now,  you  have  been  asked  whether  you  felt  it  appropriate  to 
speculate  when  asked  that  question  by  an  FBI  agent,  shortly  after 
Mr.  Foster's  death.  Actually,  that  report  is  dated  June  14,  1994, 
nearly  a  year  after  Mr.  Foster's  death.  Is  that  correct? 

Ms.  Thomases.  Yes. 

Mr.  Ben-Veniste.  So  this  isn't  something  that  was  being  done  in 
the  heat  of  an  investigation  immediately  following  Mr.  Foster's 
death.  Clearly,  the  FBI  and  everyone  else  knew,  well  in  advance 
of  that  point,  as  a  matter  of  fact,  that  Mr.  Foster  had  expressed 
concerns  about  the  Travel  Office. 

Incidentally,  the  concerns  are  not  limited  to  anything  internally 
about  the  Travel  Office  inquiry  in  Mr.  Foster's  note,  but  rather  a 
number  of  things  were  listed  that  seemed  to  indicate  his  feeling 
that  the  White  House  was  being  treated  unfairly  in  connection  with 
the  Travel  Office  matter.  The  GOP,  the  press,  the  FBI,  et  cetera, 
were  conducting  themselves  in  a  way  that  he  felt,  at  least  accord- 
ing to  his  note,  was  disingenuous. 

Putting  all  that  in  context,  I  take  it  that  it  was  your  view,  in 
your  interview  by  telephone,  by  an  FBI  Special  Agent  in  New  York 
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that  you  did  not  wish  to  speculate  as  to  the  cause  of  Mr.  Foster's 
suicide? 

Ms.  Thomases.  Correct. 

Mr.  Ben-Veniste.  Now  the  note,  which  was  produced  and  read 
to  you,  was  one  which  this  Committee  had  not  requested  and  had 
apparently  not  received  in  any  official  capacity,  but  rather  was  a 
document  that  was  released  in  some  manner  in  association  with 
the  House  investigation  into  the  Travel  Office  matter.  That  note, 
we  are  told  by  Mr.  Chertoff,  was  apparently  written  by  Lorraine 
Voles  and  produced  by  the  White  House  to  the  House  of  Represent- 
atives. We,  to  my  knowledge,  have  not  questioned  Ms.  Voles.  Is 
that  correct,  Mr.  Chertoff? 

The  Chairman.  The  record  speaks  for  itself. 

Mr.  Ben-Veniste.  The  record  is  quiet  here. 

The  Chairman.  Mr.  Ben-Veniste,  I've  allowed  you  some  latitude 
here.  We  know  this  was  an  official  public  record.  It  was  introduced, 
it  is  in  the  public  domain.  There's  no  mystery  about  this  note. 

Mr.  Ben-Veniste.  My  only  inquiry  was  I  did  not  remember  hav- 
ing Ms.  Voles  deposed  by  our  Committee.  I  was  simply  trying  to 
verify  that.  And  we  don't  know  anything  about  how  this  note  was 
taken.  It  is  undated,  and  I  have  to  tell  you  I  don't  know  anything 
more  about  it.  The  Travel  Office  is  not  the  subject  of  our  mandate 
according  to  Senate  Resolution  120. 

Let  me  go  to  the  issue  of  the  chronology  of  events  from  July  26th 
and  27th.  Now  there  are,  in  fact,  a  number  of  markers  and  pieces 
of  documentary  evidence  relating  to  the  comings  and  goings  of  indi- 
viduals on  that  date  with  respect  to  messages  left  for  you,  and  with 
respect  to  your  own  telephone  activity  in  the  sense  that  there  were 
a  couple  of  calls  that  you  apparently  made  on  a  telephone  calling 
card  from  the  White  House  on  the  afternoon  of  the  27th.  Have  you 
reviewed  those? 

Ms.  Thomases.  OK. 

Mr.  Ben-Veniste.  Have  you  had  an  opportunity  to  look  at  a  call- 
ing card  record  which  has  been  marked  ST  0000 128? 

Ms.  Thomases.  Yes. 

Mr.  Ben-Veniste.  That  reflects  that  on  the  27th,  at  5:27  and 
5:29  p.m.,  two  calls  were  placed,  apparently  by  you,  to  numbers  in 
New  York  City.  They  were  placed  from  the  White  House  residence. 
Do  you  see  that? 

Ms.  Thomases.  Yes. 

Mr.  Ben-Veniste.  Thereafter,  it  appears  that  a  third  call  was 
placed,  also  on  your  calling  card  number,  at  I  think  it's  8:44  p.m. 
It  appears  to  be  from  Washington  National  Airport  to  Connecticut? 

Ms.  Thomases.  Yes,  I  see  that. 

Mr.  Ben-Veniste.  You  also  note  that  there  are  records  that  ap- 
parently reflect  that  Ms.  Doyle  and  Evelyn  Lieberman  left  mes- 
sages for  you  on  the  27th  indicating  that  Mrs.  Clinton  would  like 
to  see  you  that  day. 

Ms.  Thomases.  I  see  the  message  from  Evelyn. 

Mr.  Ben-Veniste.  That's  at  1:30  p.m. 

Ms.  Thomases.  Yes. 

Mr.  Ben-Veniste.  That  is  dated.  Apparently  it  is  from  a  message 
log  kept  for  you  at  your  Washington  law  firm  office  that  reflects 
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that  Ms.  Solis,  now  Ms.  Doyle,  left  you  a  message  that  morning  to 
the  same  effect? 

Ms.  Thomases.  I  think  this  is  the  log  of  my  New  York  office. 
That  is  the  kind  of  log  I  keep  in  my  New  York  office,  but  yes,  it 
is  the  same  day. 

Mr.  Ben-Veniste.  Now  the  records  kept  at  the  White  House  indi- 
cate that  you  were  present  at  the  residence  at  some  point,  at  least 
during  the  afternoon  of  the  27th,  and  it  appears  that  you  were 
there  for  several  hours.  You've  reviewed  those  records? 

Ms.  Thomases.  Yes.  But  as  I  have  said  before,  in  spite  of  the  fact 
that  I  have  tried  very  hard  to  remember  anything  about  it,  I  don't 
remember  actually  being  there.  But  the  facts  reflect  the  fact  that 
I  was  probably  there. 

Mr.  Ben-Veniste.  The  fact  that  there  are  calling  card  records  re- 
flecting calls  records  made  by  you  apparently  from  the  White 
House  residence  lends  further  documentary  corroboration  to  the  Se- 
cret Service  records  and  all  the  rest  that  you  were  there  that  after- 
noon. My  point  is  that  we've  now  accumulated  I  think  everything 
that  might  bear  on  your  comings  and  goings  that  day.  And  the 
issue  and  the  question  that  I  want  to  put  to  you  is,  now  that  we 
have  all  of  this  information  collected  and  you've  had  a  chance  to 
look  at  it,  does  any  of  it  refresh  your  recollection  about  the  events 
of  that  day  insofar  as  your  visit  to  the  White  House  residence? 

Ms.  Thomases.  Unfortunately,  I  have  no  real  recollection  of  what 
I  did  that  day.  I'm  sorry. 

Mr.  Ben-Veniste.  Mr.  Chairman,  we  will  cede  back  our  time. 

The  Chairman.  We'll  take  a  break.  We'll  recess  for  10  minutes. 

[Recess.] 

The  Chairman.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Thank  you,  Mr.  Chairman. 

I  would  simply  like  to  note  that  with  respect  to  what  is  marked 
CGE9110,  which  is  the  handwritten  note  that  was  attributed  again 
to  Lorraine  Voles  at  the  White  House,  apparently  a  person  who 
works  in  the  Communications  Office,  and  perhaps  we  can  follow- 
up  on  this,  Mr.  Chairman. 

This  is  an  undated  note  and  it  doesn't  indicate  from  whom  the 
information  was  received.  And  I  see  that  the  way  your  name  is  ap- 
parently spelled  incorrectly,  it  says  S.  Thomas,  but  someone  from 
the  press  during  the  break  mentioned  that  when  Ms.  Voles  testified 
before  the  House,  and  I  have  no  independent  knowledge  about  this, 
she  indicated  that  this  note  was  an  inquiry  from  the  press,  rather 
than  the  report  of  any  individual. 

So  the  notion  of  it  being  shown  to  you  as  though  someone  on  the 
inside  provided  information  to  another  official,  then  wrote  it  down 
on  a  steno  pad,  if  in  fact  this  reporter  was  correct  in  summarizing 
Ms.  Voles'  testimony,  that  is  an  astounding  jump  of  Olympic  propor- 
tions in  terms  of  a  conclusion  to  be  drawn. 

I  think,  Mr.  Chairman,  we  ought  to  review  Ms.  Voles'  testimony 
before  the  House  and  then  try  to  put  this  back  on  the  record  with 
some  level  of  precision.  That  is  all  I  would  like  to  say  about  that 
at  this  time.  Obviously,  I  did  not  know  that  Ms.  Voles'  testimony 
would  come  up  here  today,  and  I  have  not  reviewed  it. 

Ms.  Thomases.  Thank  you. 

The  Chairman.  Mr.  Chertoff. 
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Mr.  Chertoff.  Ms.  Thomases,  I  just  want  to  focus  on  this  issue 
of  this  meeting  you  had  with  Mr.  Hubbell  and  Mrs.  Clinton  up  in 
the  residence.  I  understand  you  can't  tell  us  the  particular  day  that 
it  happened,  but  we  do  agree  at  this  point  that  you  had  a  meeting 
with  Mrs.  Clinton  and  Mr.  Hubbell  in  which  you  discussed  the  cir- 
cumstances and  various  events  surrounding  Mr.  Foster's  death,  is 
that  right? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  It's  fair  to  say  it  was  the  first  time  the  three  of 
you  had  been  together  since  the  death,  which  would  have  been  the 
occasion  to  talk  about  it,  right? 

Ms.  Thomases.  It's  the  first  time  that  I  had  been  with  the  two 
of  them. 

Mr.  Chertoff.  Bearing  those  two  facts  in  mind,  and  using  the 
records  of  all  the  travel  back  and  forth  that  we  have,  all  the  phone 
calls,  all  the  ins  and  outs  at  the  White  House  that  we've  developed 
for  many  months,  I  think  we  can  say  conclusively  that  this  meeting 
had  to  occur  on  the  27th  because  there  was  no  other  occasion  be- 
fore the  27th,  based  on  the  records  that  we  have,  that  you  and  Mr. 
Hubbell  and  Mrs.  Clinton  were  together  at  the  same  place  in  the 
residence.  So  with  the  assistance  of  the  records,  we  can  now  dem- 
onstrate, or  we  can  now  be  confident  that,  in  fact,  you  were  present 
together  with  Mr.  Hubbell  and  Mrs.  Clinton  on  the  27th. 

That  raises  the  following  question  in  my  mind.  On  the  26th,  you 
learned,  for  the  first  time,  about  what  we  can  describe  as  the  note, 
the  Foster  note,  and  from  what  we  have  in  prior  testimony,  that 
appears  to  be  the  point  at  which  Mrs.  Clinton  was  shown  the  Fos- 
ter note  on  the  26th. 

On  the  27th,  therefore,  there's  almost  kind  of  a  compelling  logic 
that  you  would  have  discussed  with  Mr.  Hubbell  in  the  context  of 
reminiscing  and  ruminating  about  Mr.  Foster,  you  would  have  dis- 
cussed the  one  piece  of  information  that  had  been  discovered  in  the 
preceding  week  that  shed  some  light,  however  dim,  on  what  was 
going  on  in  Mr.  Foster's  mind  when  he  took  his  life.  Would  you 
agree  with  me,  therefore,  Ms.  Thomases,  that,  in  fact,  in  this  meet- 
ing or  discussion  you  had  with  Mrs.  Clinton  and  Mr.  Hubbell,  that 
the  subject  of  the  note  almost  necessarily  came  up? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  So  you  clearly  knew  on  the  27th  about  the  note, 
is  that  right? 

Ms.  Thomases.  I  have  to  tell  you  that  I  don't  remember.  I  have 
some  memories  of  my  first  meeting  with  Webb  and  Hillary.  Al- 
though, as  I  said  to  you,  I  don't  remember  it  as  being  on  the  27th. 
But  I  do  know,  at  least  in  my  memory,  that  I  never  brought  up  the 
idea  of  the  note  with  Hillary.  Hillary  never  brought  up  the  idea  of 
the  note  with  me,  and  I  don't  remember  Webb  bringing  up  the  idea 
of  the  note.  I  mean,  your  conclusion  that  this  was  inevitable  is  your 
conclusion,  and  I  don't  think  it  had  anything  to  do  with  the  three 
of  us. 

Mr.  Chertoff.  Let's  just  establish  the  things  we  do  know.  We 
know  that  on  Monday  the  26th,  you  knew  about  the  note,  right? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  We  know  this  from  other  evidence,  that  Mrs. 
Clinton  knew  about  the  note  on  the  26th.  We  know  that  you  just 
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testified  a  moment  ago  that  the  meeting  or  the  discussion  you  re- 
call having  had  with  Mrs.  Clinton  and  with  Mr.  Hubbell  where  you 
talked  about  Mr.  Foster  was  the  first  time  you  had  come  together 
since  Mr.  Foster's  death,  because  you  just  told  us  that.  And  we 
know  from  looking  at  the  records  that  the  earliest  that  could  have 
been  was  on  the  27th  because  you  all  weren't  together  before  the 
27th  in  that  period  after  Mr.  Foster's  death. 

So  by  the  simple  operation  of  logic,  almost  like  mathematics,  this 
meeting  that  you  remember  had  to  be  on  the  27th.  You  said  it  was 
the  first  meeting.  You  had  this  discussion  about  Mr.  Foster  the 
first  time  the  three  of  you  got  together  after  Mr.  Foster's  death.  We 
know  that  first  time  is  the  27th.  We  know  that  as  of  the  27th,  you 
knew  about  the  note.  We  know  that  as  of  the  27th,  Mrs.  Clinton 
knew  about  the  note.  And  you'll  agree  with  me  that  Mr.  Hubbell 
had  a  close  relationship  with  Mr.  Foster,  right? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  He  was  certainly  concerned  and  wanted  to  know 
what  might  have  been  on  Mr.  Foster's  mind  that  led  to  this,  right? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Yet  with  all  of  this,  with  both  you  and  Mrs.  Clin- 
ton aware  that  a  note  had  been  discovered  and  meeting  for  the  first 
time  with  Mr.  Hubbell  on  the  27th,  your  testimony  is  that  you 
don't  think  that  either  you  or  Mrs.  Clinton  brought  the  issue  of  the 
note  up  to  tell  Webb,  you  know,  hey,  we  found  a  note.  What  do  you 
think  was  on  Vince's  mind?  That  didn't  happen? 

Ms.  Thomases.  I  don't  believe  it  would  have. 

Mr.  Chertoff.  You  were  not  trying  to  keep  it  from  Mr.  Hubbell, 
were  you? 

Ms.  Thomases.  I  wouldn't  have  brought  it  up,  and  I  don't  think 
Mrs.  Clinton  brought  it  up. 

Mr.  Chertoff.  Was  there  some  reason  that  you  would  have 
avoided  bringing  up  the  note? 

Ms.  Thomases.  I  don't  know. 

Mr.  Chertoff.  Was  there  some  secrecy  about  this  at  the  time? 

Ms.  Thomases.  No.  I  think  that  you  have  made  a  big  deal  of  this 
writing  and  I  don't  know,  because  I  have  not  discussed  this,  but  I 
have  never  thought  that  this  writing  had  the  significance  that  you 
are  vesting  it  with. 

Mr.  Chertoff.  With  all  due  respect,  Ms.  Thomases,  I  think  a  lot 
of  the  country  made  a  big  deal  out  of  this  writing. 

Ms.  Thomases.  Mr.  Chertoff,  I  wouldn't  have  brought  up  the 
note  if  Mrs.  Clinton  hadn't  brought  it  up,  because  I  would  not  have 
wanted  to  upset  her  in  that  way.  Therefore,  I  didn't  talk  to  her 
about  any  writing  for  months,  if  at  all,  that  I  had  heard  about  it 
from  Bernie. 

Mr.  Chertoff.  You're  telling  us  you  never  spoke  to  Mrs.  Clinton 
about  the  writing? 

Ms.  Thomases.  I've  told  you  before,  I  didn't  say  never.  But  I  said 
proximate  to  its  discovery,  I  don't  remember  talking  to  her  about 
it.  I  think  I've  so  testified. 

Mr.  Chertoff.  While  we  are  on  the  subject  of  conversations  with 
Mrs.  Clinton,  I  want  to  go  back  now  to  this  occasion  before  your 
first  appearance  in  August  where  you  say  there  may  have  been  at 
least  some  contact  with  Mrs.  Clinton  indicating  that  you  were 
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going  to  come  down  to  testify.  Was  this  a  telephone  contact?  Did 
you  call  Mrs.  Clinton  and  say  you  were  coming  down  to  testify? 

Ms.  Thomases.  I  don't  know. 

Mr.  Chertoff.  Did  you  have  a  meeting  with  her  before  you  came 
to  testify  on  August  8,  1995? 

Ms.  Thomases.  I  don't  think  I  saw  her,  so  it  probably  would  have 
been  on  the  telephone. 

Mr.  Chertoff.  Did  you  make  an  appointment  to  stop  by  and  see 
her  at  the  White  House  after  your  testimony? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  I  want  to  show  you  S  20561,  and  we  are  going  to 
make  sure  you  have  a  copy  of  it.  It's  a  visitors'  summary  for  8/95. 
The  date  on  this  particular  run  is  August  9,  1995.  That  would  be 
the  day  after  you  testified.  We're  getting  it  down  to  you. 

This  indicates,  at  the  very  least,  that  an  appointment  had  been 
made  for  you  to  visit  the  White  House  at,  I  guess  it  would  be,  3:00 
o'clock  in  the  afternoon  on  August  9th,  and  it  is  to  a  visitee  named 
Curry.  Who  is  Curry? 

Ms.  Thomases.  He  is  a  person  who  works  in  the  White  House. 

Mr.  Chertoff.  In  what  capacity? 

Ms.  Thomases.  I  don't  know  his  exact  capacity. 

Mr.  Chertoff.  Is  he  someone  that  works  for  the  First  Lady? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  Do  you  know  why  you  would  have  been  at  the 
White  House  on  this  particular  day? 

Ms.  Thomases.  I  don't  believe  I  was  at  the  White  House.  There 
was  a  Wednesday  afternoon  meeting  that  I  sometimes  would  come 
to  that  was  on  Wednesday.  I  don't  believe  I  was  there  on  this  day. 

Mr.  Chertoff.  In  the  period  before  you  came  to  testify  for  the 
first  time  here  in  August,  did  you  become  aware  of  the  fact  that 
billing  records  had  been  discovered  or  had  been  seen  in  the  Book 
Room  of  the  White  House? 

Ms.  Thomases.  Excuse  me,  could  you  repeat  that? 

Mr.  Chertoff.  In  the  period  before  you  came  to  testify  on  the 
8th  of  August,  did  you  become  aware  of  the  fact  that  billing  records 
had  been  observed  by  Helen  Dickey  in  the  Book  Room  of  the  White 
House? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  I'm  sorry,  Carolyn  Huber.  Did  you  become  aware 
that  Carolyn  Huber  had  observed  billing  records  in  the  Book  Room 
of  the  White  House? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  Ms.  Solis,  do  you  know  who  Mr.  Curry  is? 

Ms.  Doyle.  I  think  you're  referring  to  Bill  Curry. 

Mr.  Chertoff.  Who  is  Bill  Curry? 

Ms.  Doyle.  I  don't  know  his  exact  title  but  he  works  I  think  in 
domestic  policy.  I  don't  know. 

OPENING  COMMENT  OF  SENATOR  CHRISTOPHER  J.  DODD 

Senator  DODD.  I  think  there  may  be,  if  I  can  say,  Mr.  Chairman, 
if  it's  Bill  Curry,  he  was  a  candidate  for  Governor  in  Connecticut. 
He's  a  former  State  Senator  and  lost  in  the  last  election  and  was 
brought  down  as  a  domestic  advisor,  if  that's  the  same  Curry. 

The  Chairman.  Domestic  advisor  at  the  White  House? 
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Senator  Dodd.  I  think  that's  generally  the  title,  but  don't  hold 
me  to  that. 

Mr.  Chertoff.  Ms.  Thomases,  before  the  beginning  of  this  year 
1996,  when  they  became  publicly  visible  did  you  ever  see  the  billing 
records?  I  can  show  them  to  you  if  you  need  to  know  what  we  are 
talking  about,  which  have  now  been  publicly  unveiled. 

Ms.  Thomases.  No.  And  I  testified  on  December  18th,  five  times, 
that  I  had  not  seen  them. 

Mr.  Chertoff.  Had  you  ever  heard  anything  about  the  handling 
of  those  billing  records  up  until  January  1996? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  Never  discussed  the  issue  with  anybody? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  Did  you  ever  discuss  it  with  Mr.  Hubbell? 

Ms.  Thomases.  No.  I  mean,  except  to  the  extent  that  we  talked 
about  it  back  in  the  campaign,  which  you  also  reviewed  in  my  testi- 
mony on  December  18th. 

Mr.  Chertoff.  That  was  during  the  testimony  in  which  we  re- 
peatedly raised  the  issue  and  asked  about  the  whereabouts  of  the 
billing  records.  Let  me  ask  you  this,  Ms.  Thomases.  After  your  tes- 
timony on  the  18th  of  December  of  last  year  where  the  issue  of  the 
billing  records  kept  coming  up,  did  you  have  any  discussion  with 
anybody  besides  your  attorneys  concerning  where  those  billing 
records  might  be? 

Ms.  Thomases.  No.  But  I  was  shown  them  by  the  Independent 
Prosecutor. 

Mr.  Chertoff.  That  would  have  been  sometime  in  1996  though? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Mr.  Chairman. 

The  Chairman.  Senator  Faircloth. 

OPENING  COMMENTS  OF  SENATOR  LAUCH  FAIRCLOTH 

Senator  FAIRCLOTH.  Thank  you,  Mr.  Chairman. 

I  have  several  questions,  but  just  as  a  first  question,  maybe  it 
doesn't  have  to  do  with  anything,  Ms.  Thomases,  but  did  you  call 
Mrs.  Foster  after  his  death  and  talk  to  her  with  condolences? 

Ms.  Thomases.  No,  I  wrote  her  a  letter. 

Senator  Faircloth.  How  long  after  his  death  before  you  wrote 
the  letter? 

Ms.  Thomases.  I  don't  know  exactly  which  day. 

Senator  Faircloth.  But  you  didn't  call  her? 

Ms.  Thomases.  No. 

Senator  Faircloth.  Why  not? 

Senator  Dodd.  Mr.  Chairman. 

Senator  Faircloth.  I  asked  a  question.  Why  not?  There  was  a 
plethora  of  calls  going  every  which  way  to  everybody  else.  Every- 
body says  they  were  condolences.  I  would  have  thought  one  would 
have  dropped  in  the  bucket  for  Mrs.  Foster. 

Ms.  Thomases.  I  thought  that  the  letter  was  the  best  way  for  me 
to  communicate  with  her. 

Senator  Faircloth.  That's  good  enough. 

Did  you  ever  visit  with  the  First  Lady  in  the  residence  or  on  the 
third  floor  of  the  White  House  last  summer,  before  your  appearance 
before  this  Committee? 
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Ms.  Thomases.  I  don't  believe  so. 

Senator  Faircloth.  You  don't  believe  so? 

Ms.  Thomases.  No.  I  don't  think  I  was  here  in  that  time  period. 
I  don't  know  because  I  don't  have  the  records. 

Senator  Faircloth.  Ms.  Thomases,  if  you  don't  know,  who  could 
we  ask  that  might  know?  Did  you  ever  discuss  the  First  Lady's 
legal  billings  prior  to  these  hearings  last  summer  with  the  First 
Lady,  Bruce  Lindsey,  or  anyone  else? 

Ms.  Thomases.  Excuse  me.  Could  you  repeat  that? 

Senator  Faircloth.  Yes.  Did  you  ever  discuss  Mrs.  Clinton's 
legal  billings  prior  to  these  hearings  last  summer  with  the  First 
Lady,  Bruce  Lindsey,  or  anyone  else? 

Ms.  Thomases.  No.  Excuse  me.  Except  during  the  campaign  of 
1992  in  terms  of  a  timeframe. 

Senator  Faircloth.  You  didn't  discuss  them  immediately  prior  to 
your  appearance  here? 

Ms.  Thomases.  No. 

Senator  Faircloth.  Ms.  Thomases,  would  Vince  Foster  be  com- 
municating with  you  about  the  Travel  Office  problems  because  he 
wasn't  talking  to  the  First  Lady  about  Travel  Office  problems? 

Ms.  Thomases.  No.  The  conversation  that  I  had  with  Vince  Fos- 
ter focused  predominantly  on  personnel  issues,  staffing  issues,  and 
his  need  for  more  staffing. 

Senator  Faircloth.  Why  didn't  you  tell  the  FBI  about  your  con- 
versation with  Foster? 

Ms.  Thomases.  I  don't  know.  He  asked  me  to  speculate  on  what 
was  the  reason  for  his  death.  He  didn't  ask  me  about  the  general 
conversations  that  I  had  with  him. 

Senator  Faircloth.  You  stated  earlier  that  you  and  Mrs.  Clinton 
communicated  through  your  lawyers.  When  did  this  start? 

Ms.  Thomases.  I  don't  know.  It  was  just  after,  not  during  the  pe- 
riod after  my  first  appearance,  it  was  during  the  fall. 

Senator  Faircloth.  That  you  only  communicated  with  Mrs.  Clin- 
ton through  lawyers  now? 

Ms.  Thomases.  It  became  a  little  bit  of  a  joke. 

Senator  Faircloth.  We  aren't  joking  here,  so  would  you  tell  me 
what  was  the  joke?  I  missed  it. 

Ms.  Thomases.  I  didn't  want  to  call  her  and  potentially  embar- 
rass her,  so  I  told  her  lawyer  that  I  was  thinking  of  her,  and  that 
if  she  wanted  to  talk  to  me,  she  could  call  me. 

Senator  Faircloth.  Through  her  lawyer.  Do  you  talk  to  her 
through  her  lawyer  now,  or  do  you  talk  to  her  directly?  Or  is  the 
joke  over,  or  still  going? 

Ms.  Thomases.  I  talk  to  her  directly. 

Senator  Faircloth.  The  joke's  over. 

Ms.  Thomases.  But  we  still  don't  talk  about  the  substance  of 
these  hearings. 

The  Chairman.  Senator  Sarbanes  has  agreed  to  let  you  continue 
your  line  of  questioning.  In  order  that  we  don't  go  over  too  much 
on  one  side  or  the  other,  and  we've  been  moving  pretty  well,  why 
don't  we  go  to  Senator  Sarbanes. 

Senator  Sarbanes.  Fair  enough. 

The  Chairman.  Then  we  will  come  back  to  Senator  Faircloth. 
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Mr.  Ben-Veniste.  Ms.  Thomases,  I  guess  it's  somewhat  discon- 
certing if  every  time  you  have  a  conversation  with  Mrs.  Clinton,  it 
becomes  the  subject  of  inquiry  by  the  U.S.  Senate,  the  House  of 
Representatives,  the  staff  of  both  of  those  bodies,  the  Independent 
Counsel,  and  whoever  else  has  the  authority  to  call  you  up  and 
question  you.  Is  that  the  joke  that  you're  talking  about? 

Ms.  Thomases.  That's  exactly  the  joke  that  I'm  talking  about. 

Mr.  Ben-Veniste.  In  a  sense,  it's  not  very  funny  but  the  reality 
is  everytime  you  have  a  conversation  with  someone  who  is  some- 
how involved  or  remotely  involved  in  these  proceedings,  that  con- 
versation will  then  become  the  object  of  a  question  for  which  you 
are  obliged  to  have  a  precise  recall  and  testify  under  oath.  That's 
basically  life  in  Washington  as  of  May  1996? 

Ms.  Thomases.  Correct. 

Mr.  Ben-Veniste.  With  respect  to  the  appointment  that  was  re- 
flected in  document  S  020561,  which  you  were  asked  about,  accord- 
ing to  the  White  House  Directory,  William  E.  Curry,  Jr.,  in  1995, 
was  a  Counselor  of  Domestic  Policy  and  Political  Affairs,  and,  of 
course,  Senator  Dodd  has  further  identified  him  on  the  basis  of  his 
personal  acquaintance.  You  indicated,  I  believe,  that  from  time  to 
time,  you  would  attend  a  regular  meeting  with  Mr.  Curry's  group 
back  in  1995.  Is  that  correct? 

Ms.  Thomases.  That's  correct. 

Mr.  Ben-Veniste.  So  that  it  would  not  be  unusual  for  there  to 
be  a  White  House  visitor's  summary  produced  whereby,  if  you  were 
possibly  expected  to  attend  the  meeting,  you  would  be  cleared 
through? 

Ms.  Thomases.  Correct. 

Mr.  Ben-Veniste.  That  appears  to  be  what  this  record  indicates. 
However,  what  is  important  to  note  is  that  according  to  the  record, 
you  did  not  appear  or  attend  that  meeting? 

Ms.  Thomases.  Correct. 

Mr.  Ben-Veniste.  Moreover,  this  meeting  was  not  scheduled  to 
be  in  the  White  House  or  in  the  residence,  but  rather  in  the  Old 
Executive  Office  Building  where  Mr.  Curry  made  his  office  both  ac- 
cording to  document  S  020561  as  well  as  the  White  House  Directory 
for  that  period  of  time.  Is  that  correct? 

Ms.  Thomases.  Yes. 

Mr.  Ben-Veniste.  Again,  we  have  a  coincidence  of  a  record  re- 
flecting your  authorization  to  attend  a  meeting  that  had  absolutely 
nothing  to  do  with  any  of  these  issues? 

Ms.  Thomases.  Correct. 

Mr.  Ben-Veniste.  Which  you  did  not  attend? 

Ms.  Thomases.  Which  I  did  not  attend. 

Mr.  Ben-Veniste.  And  which  was  not  in  a  building  where  the  ac- 
tivities we  are  focusing  on  occurred? 

Ms.  Thomases.  Correct. 

Mr.  Ben-Veniste.  In  order  to  move  this  further  along,  I  think  we 
would  be  prepared  to  cede  back  our  time. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  I  would  like  to  ask  that  the  chart  be  put  up  again 
for  the  events  of  July  27th.  Ms.  Thomases,  you  might  want  to  get 
your  copy  out.  Your  testimony  is  that  in  the  last  meeting  with  Mr. 
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Foster  before  he  took  his  life,  that  Mr.  Foster  discussed  the  Travel 
Office  matter  but  in  the  context  of  asking  for  additional  resources? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  But,  of  course,  the  person  who  had  the  authority 
to  get  more  resources  was  Bernie  Nussbaum,  right? 

Ms.  Thomases.,  Yes. 

Mr.  Chertoff.  You  weren't  the  person  who  had  the  control  over 
resources? 

Ms.  Thomases.  I  think  he  wanted  my  support  in  that  matter. 

Mr.  Chertoff.  In  other  words,  is  it  your  testimony  that  he  was 
not  himself  able  to  persuade  Bernie  Nussbaum — to  get  Bernie 
Nussbaum  into  the  White  House  Counsel's  Office.  Did  he  need  to 
go  to  you  to  persuade  Bernie  Nussbaum? 

Ms.  Thomases.  It  is  not  what  he  might  have  felt,  it  is  not  that 
he  needed  me,  it  is  that  he  wanted  to  get  some  sense  of  urgency 
instilled  in  this  issue.  This  is  what  I  am  inferring.  I  don't  know  it 
for  a  certainty. 

Mr.  Chertoff.  OK,  so  now  that's  useful,  because  now  we  under- 
stand that  in  this  last  conversation,  what  Mr.  Foster  was  conveying 
to  you,  as  you  understood,  is  that  he  felt  a  sense  of  urgency  con- 
cerning these  investigations  or  this  possible  investigation  to  the 
Travel  Office  matter? 

Ms.  Thomases.  No,  the  sense  of  urgency  was  his  need  for  more 
persons. 

Mr.  Chertoff.  That  was  a  sense  of  urgency  that  was  prompted 
by  this  impending  investigation;  right? 

Ms.  Thomases.  Perhaps. 

Mr.  Chertoff.  Was  he  talking,  by  the  way,  about  bringing  in 
outside  criminal  defense  lawyers  to  supplement  or  as  opposed  to 
just  adding  more  personnel  to  the  White  House  Counsel's  Office? 

Ms.  Thomases.  He  inquired  as  to  whether  or  not  outside  lawyers 
could  be  used  to  supplement  White  House  staff. 

Mr.  Chertoff.  Was  it  your  understanding  that  he  was  talking 
specifically  about  outside  lawyers  with  expertise  in  doing  criminal 
defense  work? 

Ms.  Thomases.  That's  not — I  don't  remember  that  as  a  specific 
focus. 

Mr.  Chertoff.  Now  as  of  this  point  in  time,  as  of  this  last  meet- 
ing, you  know  from  your  conversations  with  Vincent  Foster  that  he 
is  concerned  about  an  investigation,  he  wants  your  assistance  or 
your  support  in  terms  of  bringing  outside  lawyers  in;  and,  in  par- 
ticular, you  know  from  earlier  conversations  that  he  is  concerned 
the  First  Lady  might  be  pulled  into  this  through  accusations  that 
David  Watkins  might  make. 

Keeping  that  in  mind,  I  would  like  to  move  to  another  subject. 
As  of  this  time  as  well,  Ms.  Thomases,  I  take  it  that  you  also  knew 
that  Mr.  Foster  was  involved  in  dealing  with  Whitewater-related 
matters  while  he  was  in  the  White  House  Counsel's  Office? 

Ms.  Thomases.  Excuse  me?  Could  you  repeat  that,  please? 

Mr.  Chertoff.  You  also  understood  that  while  Mr.  Foster  was 
working  in  the  White  House  Counsel's  Office  that  he  was  involved 
in  Whitewater-related  activities;  right? 

Ms.  Thomases.  I  don't  know.  He  hadn't  talked  to  me  about  it  in 
the  period  immediately  before  his  death. 
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Mr.  Chertoff.  Take  out  the  word  "immediately,"  he  had  spoken 
to  you  since  he  had  come  to  the  White  House  concerning  the  work 
that  he  was  doing  on  the  Whitewater  tax  materials? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  He  complained  to  you  that  the  materials  were 
disorganized  and  he  was  having  problems  dealing  with  the  issue? 

Ms.  Thomases.  Yes,  I  gave  that  testimony. 

Mr.  Chertoff.  You  understood  he  was  working  on  that  issue  in 
the  White  House  Counsel's  Office? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  So  that  as  of  the  point 

Ms.  Thomases.  In  the  context  of  the  Clintons'  tax  returns. 

Mr.  Chertoff.  Didn't  he  also  tell  you  that  he  was  working  on 
corporate  tax  returns  for  Whitewater? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  At  any  rate,  you  understood  therefore  that 

Ms.  Thomases.  At  least  I  didn't  understand  that  to  be. 

Mr.  Chertoff.  In  terms  of  what  you  understood,  you  understood 
that  he  was  working  on  Whitewater-related  issues  and  Travel  Of- 
fice-related issues  in  his  capacity  as  Deputy  White  House  Counsel; 
is  that  correct? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  You  understood  from  that  that  there  were  likely 
to  be  materials  in  his  office  that  related  to  Whitewater? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  You  understood  there  were  likely  to  be  materials 
in  his  office  related  to  the  Travel  Office  affair? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Had  you  ever  seen  or  were  you  aware  that  he  ac- 
tually had  a  notebook  that  he  kept  a  handwritten  kind  of  account 
of  what  was  going  on  with  the  Travel  Office  matter? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  Now  bearing  all  this  in  mind,  I  want  to  focus  on 
the  27th.  This  is  the  first  day  that  you  have,  putting  aside  your 
memory,  according  to  the  record,  this  is  the  first  occasion  you  have 
a  face-to-face  encounter  with  the  First  Lady  since  the  death.  I 
would  like  to  go  through  the  sequence  of  this  and  see  if  you  can 
help  us  understand  how  this  comes  about. 

Let's  begin  in  the  morning  on  Tuesday.  First,  all  that  day  the 
First  Lady  stayed  in  the  residence  and  that  is  made  clear  by  the 
Secret  Service  logs.  In  fact,  it  appears  that  from  the  records  that 
the  Committee  has  that  although  the  First  Lady  had  some  appoint- 
ments in  her  office,  in  I  guess  the  West  Wing  portion  of  the  White 
House,  she  actually  didn't  keep  those  appointments  and  she  stayed 
in  the  residence. 

The  morning  began  with  a  message  that  Ms.  Solis  left  in  your 
New  York  office  saying,  "HRC  wants  to  see  you  today."  That's 
right,  isn't  it? 

Ms.  Thomases.  Yes,  you  have  shown  me  the  message. 

Mr.  Chertoff.  You  don't  remember  whether  you  stopped  into 
your  New  York  office  that  morning  or  not;  correct? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  You  did  get  the  message  because  at  some  point 
you  responded  to  Ms.  Solis'  office  by  placing  a  call  there;  correct? 
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Ms.  Thomases.  I  don't  know  whether  it  was  in  response,  but  the 
record  shows  that  I  placed  a  call. 

Mr.  Chertoff.  Then  there  is  a  sequence  in  the  next  hour  or  hour 
and  a  half  of  a  number  of  telephone  calls  to  the  White  House,  a 
3-minute  call  to  the  operator,  a  20-second  call  to  the  operator,  al- 
most 10  minutes  to  Mack  McLarty  and  again  2  minutes  to  Mr. 
McLarty*s  office.  As  you  sit  here  now,  do  you  remember  more  about 
these  calls  with  Mr.  McLartys  office? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  Now  again,  I  want  to  go  back  to  this  note  from 
Lorraine  Voles.  I  am  informed  that  there  is  not  any  testimony  by 
Lorraine  Voles  in  the  House  Committee  that  would  in  any  way 
characterize  this  note  as  being  a  press  inquiry  or  not.  But  in  any 
case,  your  testimony  still  is  that  you  never  had  conversations  with 
Mr.  McLarty  about  the  Travel  Office  back  in  the  spring  of  1993;  is 
that  right? 

Ms.  Thomases.  Correct. 

Mr.  Chertoff.  Let's  continue  along  on  the  27th.  We  now  see 
that  you  get  another  message  from  Mrs.  Clinton,  this  time  directed 
to  your  Washington  office,  "Please  call  Hillary."  Did  you  get  that 
message? 

Ms.  Thomases.  I  don't  know  whether  I  got  that  message. 

Mr.  Chertoff.  Do  you  know  how  it  is  that  Mrs.  Clinton  became 
aware  of  the  fact  that  you  were  not  in  New  York  where  the  call 
was  placed  at  the  beginning  of  the  day,  but  that  you  were  in  Wash- 
ington? 

Ms.  Thomases.  I  have  no  idea. 

Mr.  Chertoff.  Ms.  Solis,  let  me  ask  you.  I  understand  you  don't 
remember  the  calls.  Is  there  anything  about  the  sequence  that 
helps  you?  Your  first  call  is  a  message  left  in  the  New  York  office 
saying,  "HRC  wants  to  see  you  today."  Then  sometime  thereafter, 
in  the  early  afternoon,  you  leave  a  message  in  the  Washington  of- 
fice. Do  you  know  how  you  came  to  understand  that  you  should 
place  the  next  call  to  the  Washington  office? 

Ms.  Doyle.  First  of  all,  I  didn't  place  the  call  to  the  Washington 
office.  I  think  Evelyn  Lieberman  did. 

Mr.  Chertoff.  Do  you  know  how  it  is  that  she  came  to  know 
that  there  was  a 

Ms.  Doyle.  Not  really,  but  I  can  say  that  every  time  I  called 
Susan,  I  automatically  call  the  New  York  office  because  I  know  the 
number  by  heart  and  they  will  transfer  me  to  the  Washington 
number  office  which  I  don't  know  by  heart.  I'm  sort  of  a  creature 
of  habit  that  way.  I'm  also  used  to  speaking  to  Susan's  assistant, 
Angie,  who,  you  know,  she  can  track  her  down  for  me.  So  even  if 
I  knew  she  was  in  the  Washington  office,  I  would  have  called  the 
New  York  office  by  default. 

Mr.  Chertoff.  You  can't  explain  why  Evelyn  Lieberman  would 
have  called  directly  to  the  Washington  office  and  left  a  message  at 
the  Washington  office? 

Ms.  Doyle.  No. 

Mr.  Chertoff.  Would  you  agree  with  me,  Ms.  Thomases,  looking 
at  this  objectively,  it  looks  like  there  is  a  fair  degree  of  interest  on 
the  part  of  the  First  Lady  in  getting  in  touch  with  you? 

Ms.  Thomases.  Yes. 
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Mr.  Chertoff.  Then  you  arrive  at  the  White  House  again  short- 
ly before  3:00  p.m.  Mr.  Barnett  arrives.  Fm  not  going  to  review.  We 
have  been  through  this  with  you  and  Mr.  Barnett  concerning  the, 
I  guess,  variant  testimony  about  the  handling  of  the  documents. 
The  documents  that  had  been  originally  taken  from  Mr.  Foster's  of- 
fice and  held  in  the  residence  for  approximately  4  or  5  days  are  fi- 
nally removed  by  an  aide  from  Williams  &  Connolly  at  approxi- 
mately 4:30  p.m.  And  then  you  are  back  in  the  residence  again  at 
5:30  p.m.  Do  you  recall  knowing  that  Mr.  Nussbaum  was  going  to 
call  the  Attorney  General  and  Mr.  Heymann  to  come  over  to  get 
a  look  at  the  note  on  that  day? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  We  now  have  Mr.  Hubbell  arriving  at  the  resi- 
dence, and  although  you  do  not  remember  the  particular  date  of 
the  meeting,  you  do  remember  there  having  been  an  initial  meeting 
or  discussion  between  yourself,  Mrs.  Clinton  and  Mr.  Hubbell  after 
Mr.  Foster's  death  at  which  you  discussed  Mr.  Foster;  right? 

Ms.  Thomases.  Yes.  Can  I  say  to  you,  this  idea  of  meeting  sug- 
gests a  formality  that  I  don't  think  this  gathering  was  about. 

Mr.  Chertoff.  I  will  call  it  a  gathering.  You  remember  an  initial 
gathering  that  occurred  the  first  time  you  were  all  in  each  other's 
presence  after  Mr.  Foster's  death? 

Ms.  Thomases.  That's  right. 

Mr.  Chertoff.  Although  you  don't  remember  the  specifics  of  the 
conversation,  you  remember  the  gathering;  right? 

Ms.  Thomases.  I  remember  the  fact  that  I  was — that  it  was — 
this  is  just  an  impression.  I  was  very  glad  to  see  Webb  and  to  give 
him  a  hug  and  I  was  glad  we  were  together,  yes. 

Mr.  Chertoff.  And  your  recollection  is  that  the  note  and  the 
writing  was  not  discussed  with  Mr.  Hubbell? 

Ms.  Thomases.  I  don't  believe  so. 

Mr.  Chertoff.  Was  there  discussion  with  Mr.  Hubbell  about 
what  the  Attorney  General  was  going  to  be  shown? 

Ms.  Thomases.  No.  I  think  this  was  a  personal — my  first  recol- 
lection of  my  meeting  with  Webb  and  Hillary  together,  that  it  was 
all  personal  stuff.  Remember,  I  had  not  been  at  the  funeral.  I  had 
not  been  part  of  the  mourning  process.  So,  they  shared  that  with 
me  and  we  talked  something  about  that. 

Mr.  Chertoff.  Did  you  talk  to  Mrs.  Clinton  and  Mr.  Hubbell  on 
this  occasion  about  your  last  meeting  with  Mr.  Foster? 

Ms.  Thomases.  I  don't  know  that  I  did.  I  might  have.  I  don't 
know  that  I  did. 

Mr.  Chertoff.  You  may  have  on  that  occasion. 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Which  I  think  we  have  now  identified  based  on 
the  records  as  the  27th.  You  may  have  said  to  Mrs.  Clinton  and 
to  Mr.  Hubbell  that  you  had  had  a  last  meeting  with  Mr.  Foster 
in  which  you  discussed  certain  subjects;  right?  Correct? 

Ms.  Thomases.  I  might  have.  I  don't  specifically  remember  that. 

Mr.  Chertoff.  You  do  specifically  remember  recounting  that  last 
meeting  to  the  President  when  you  saw  him  on  the  21st  of  July? 

Ms.  Thomases.  Parts  of  it. 

Mr.  Chertoff.  That  was  the  meeting  which  you  did  not  or  at 
least  which  does  not  appear  in  the  FBI  interview 
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Ms.  Thomases.  I  can  tell  you  I  don't  know  that  I  talked  to  the 
President  about  the  substance  of  the  meeting,  just  that  I  felt  guilty 
about  having  met  with  him  and  not  having  noticed  how  distressed 
he  was. 

Mr.  Chertoff.  Didn't  you  tell  the  President  in  detail  about  the 
meeting? 

Ms.  Thomases.  I  don't  know  that  I  did.  I  don't,  you  know,  if  I 
said  it  in  my  prior  testimony,  I  would  like  you  to  show  me  where 
I  said  it. 

Mr.  Chertoff.  You  didn't  say  it  in  your  prior  testimony. 

Ms.  Thomases.  That's  what  I'm  saying. 

Mr.  Chertoff.  Again,  I  want  to  go  to  "Blood  Sport,"  page  298. 
Down  to  the  bottom  it  reads  as  follows,  this  is  relating  to  the  21st: 
"Susan  Thomases  arrived  just  as  the  meeting  was  breaking  up  and 
met  with  the  President  later  that  afternoon."  Is  that  correct? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  "He  said  he  still  could  hardly  believe  it,  that  he 
was  taken  totally  by  surprise."  I  take  it  that's  correct? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  "Thomases  said  she  had  had  an  inkling  and  then 
told  him  in  detail  of  her  meeting  with  Foster  the  previous  week." 
Is  that  correct? 

Ms.  Thomases.  I  don't  know  that  I  said  to  him  that  I  had  an  in- 
kling, because  I  too  was  taken  totally  by  surprise. 

Mr.  Chertoff.  Did  you  tell  the  President  in  detail  of  your  meet- 
ing with  Foster  the  previous  week? 

Ms.  Thomases.  No,  I  told  him  about  how  guilty  I  felt,  having  met 
with  him,  that  I  hadn't  noticed  how  depressed  he  must  have  been. 

Mr.  Chertoff.  Did  you  discuss  your  meeting  with  the  President 
with  Mr.  Stuart? 

Ms.  Thomases.  I  don't  know  that  I  did. 

Mr.  Chertoff.  I  want  to  be  quite  clear  before  my  time  runs  out. 
You  reject,  therefore,  Mr.  Stuart's  account  that:  'Thomases  said  she 
had  an  inkling,  then  told  him  in  detail  of  her  meeting  with  Foster 
the  previous  week"?  That  is  incorrect? 

Ms.  Thomases.  I  don't  know  that  I  told  that  to  Mr.  Stuart  in 
quite  that  way.  If  at  all. 

Mr.  Chertoff.  Let  me  break  it  into  two  parts.  Is  it,  first  of  all, 
factually  correct  in  the  conversation  with  the  President  did  you  say 
that  you  had  had  an  inkling  and  then  told  him  in  detail  of  your 
meeting  with  Foster  the  previous  week? 

Ms.  Thomases.  No.  I  primarily  focused  on  how  badly  and  how 
guilty  I  felt  that  I  had  not  noticed  what  distress  he  was  in. 

Mr.  Chertoff.  I'm  afraid,  Ms.  Thomases,  you  are  still  not  quite 
precisely  answering  the  question.  There  are  two  parts  to  this.  The 
first  part  is,  as  a  matter  of  fact,  in  the  meeting  you  had  with  the 
President,  did  you  say  that  you  had  had  an  inkling  and  did  you 
then  tell  the  President  in  detail  of  your  meeting  with  Foster  the 
previous  week? 

Ms.  Thomases.  I  would  not  have — I  probably  would  have  said,  if 
I  said  that  I  should  have  had  an  inkling,  not  that  I  did  have  an 
inkling,  because  I  didn't  have  an  inkling.  I  was  totally  surprised. 

Mr.  Chertoff.  What  about  the  second  part? 
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Ms.  Thomases.  And  I  do  not  believe  that  I  gave  him  the  details 
of  my  conversation  with  him  except  as  to  maybe  the  personal  parts 
of  the  conversation  in  which  he  talked  about  how  much  he  missed 
his  house  in  Little  Rock. 

Mr.  Chertoff.  So  your  testimony  is  you  did  not  give  him  a  de- 
tailed or  very  substantial  account  of  your  meeting  with  Foster  the 
previous  week?  That  is  factually  incorrect? 

Ms.  Thomases.  That's  factually  incorrect. 

Mr.  Chertoff.  Your  testimony  is  you  did  not  tell  Mr.  Stuart  the 
things  that  appear  in  this  paragraph  or  this  particular  sentence? 

Ms.  Thomases.  Well,  let  me  keep  reading  the  paragraph. 

Mr.  Chertoff.  I  will  just  limit  it  to  the  sentence,  but  you  can 
read  the  paragraph. 

Ms.  Thomases.  He  said  the  details  of  my  meeting  with  Foster. 
I  mean,  I  don't  think  I  told  him  all  of  the  details  of  my  meeting 
with  Foster. 

Mr.  Chertoff.  Putting  aside  all  the  details,  it  is  a  pretty  simple 
question.  Basically  is  what  Mr.  Stuart  wrote  here  about  what  you 
told  the  President,  is  that  what  you  told  Mr.  Stuart  or  not? 

Ms.  Thomases.  Excuse  me?  Could  you  repeat  it? 

Mr.  Chertoff.  What  Stuart  has  written  about  your  conversation 
with  the  President,  is  this  what  you  told  Stuart  or  not? 

Ms.  Thomases.  I  don't  know.  I  think  Stuart  may  have — it  works 
literally.  It  works  as  part  of  the  story.  It  doesn't  mean  I  told  him 
that  I  told  the  President — him  everything  that  I  had  discussed  with 
the  President. 

Mr.  Chertoff.  I  know  it  doesn't  necessarily  mean  it.  That's  why 
I'm  asking  you. 

Ms.  Thomases.  I  doubt  that  I  told  Stuart  everything  that  I  dis- 
cussed with  the  President  that  day. 

Mr.  Chertoff.  Again,  you  are  answering  every  question  but  the 
one  I'm  asking.  Did  you  tell  Stuart  that  in  the  meeting  with  the 
President  you  said  you  had  an  inkling  or  should  have  had  an  in- 
kling and  that  you  told  the  President  in  detail  of  your  meeting  with 
Foster  the  previous  week?  Did  you  say  this  to  Stuart  or  not? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  Fine,  thank  you. 

Mr.  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Ms.  Thomases,  we  are  going  into  excruciating 
detail  once  again  about  a  conversation  as  to  whether  you  told 
President  Clinton  everything  in  detail  about  your  last  conversation 
with  Vincent  Foster  as  though  that  would  have  some  bearing  or 
relevance  to  any  of  the  subjects  which  we  are  investigating. 

If  there  is  some  nexus,  if  you  had  told  President  Clinton  in  detail 
about  the  fact  that  Mr.  Foster  had  expressed  concern  given  the  fact 
that  Senator  Dole  had  called  for  Congressional  investigations  of  the 
Travel  Office  matter.  Obviously,  Mr.  Foster  would  be  concerned 
about  having  the  adequate  staff,  as  you  have  testified,  to  meet  the 
responsibility  of  preparing  adequately  for  Congressional  hearings 
and  every  other  thing  that  he  would  have  to  do  with  respect  to  the 
Travel  Office  matter  from  a  standpoint  of  the  work  to  be  accom- 
plished, whether  you  had  told  that  to  the  President  or  not  told  that 
to  the  President  eludes  me  as  to  its  relevance  to  this  Committee. 
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But  we  have  now  established  from  you  in  terms  of  your  best 
recollection  that  you  believe  you  told  the  President  that  you  felt 
guilty  that  you  did  not  have  a  sense  that  Mr.  Foster  was  so  dis- 
turbed about  matters  that  he  was  contemplating  taking  his  own 
life,  otherwise  you  would  have  acted  in  some  way  to  presumably 
try  to  help  Mr.  Foster  or  get  him  help  in  terms  of  coping  with  the 
things  that  were  troubling  him  so. 

Ms.  Thomases.  Correct. 

Mr.  Ben-Veniste.  Notwithstanding  whether  or  not  Mr.  Stuart  is 
correct  in  all  respects,  we  are  not  doing  a  detailed  book  review  of 
"Blood  Sport"  here.  From  time  to  time  it  has  come  up.  We  have 
talked  about  certain  things  that  were  omitted  or  misstated  as  they 
relate  to  areas  under  our  inquiry.  But  it  is  not  my  purpose  to  sim- 
ply take  this  book  from  start  to  finish  and  point  out  all  the  incon- 
sistencies or  the  consistencies  or  a  review  of  his  writing  style  or  the 
dramatization  of  conversations  and  so  forth  and  so  on.  But  what 
I  guess  we  are  interested  in  is  your  best  recollection.  To  the  extent 
that  something  can  help  that  recollection,  we  are  prepared  to  show 
it  to  you,  without  evaluating  whether  it  is  accurate  or  inaccurate, 
because  I  don't  think  that  is  our  Committee's  function. 

On  the  basis  of  all  of  this,  have  you  now,  for  I  can't  imagine  how 
many  times,  given  your  best  recollection  of  your  knowledge  of  Mr. 
Foster's  state  of  mind  and  the  conversations  you  had  about  it  to  the 
extent  you  had  any,  both  before  and  after  Mr.  Foster's  death? 

Ms.  Thomases.  No,  I  don't.  I  mean,  about  his  state  of  mind? 

Mr.  Ben-Veniste.  Have  you  now  given  your  best  recollection? 

Ms.  Thomases.  Yes,  I  have  given  you  my  best  recollection. 

Mr.  Ben-Veniste.  Based  on  all  of  the  information  that  has  been 
assembled  and  reassembled  and  re-reassembled  for  your  appear- 
ance here? 

Ms.  Thomases.  Yes. 

Mr.  Ben-Veniste.  We'll  cede  back  our  time. 

Mr.  Chairman.  Senator  Faircloth. 

Senator  Faircloth.  Thank  you,  Mr.  Chairman. 

Ms.  Thomases,  following  up  on  the  earlier  question,  what  I  was 
trying  to  arrive  at  is  this:  You  knew  that  Travelgate  was  a  problem 
for  Vince  Foster  and  the  First  Lady;  is  that  right,  after  your  con- 
versation with  Mr.  Foster? 

Ms.  Thomases.  Can  you  separate  that  question  into  both  parts? 

Senator  Faircloth.  All  right.  You  knew  that  Travelgate  was  a 
problem  for  Vince  Foster? 

Ms.  Thomases.  I  know  it  was  troubling  to  him. 

Senator  Faircloth.  Did  you  know  that  it  was  troubling  the  First 
Lady? 

Ms.  Thomases.  I  don't  believe  it  was  troubling  the  First  Lady. 

Senator  Faircloth.  We  will  get  by  that.  Did  this  lead  you  to 
your  concern  about  the  search  of  Vince  Foster's  office  upon  his 
death,  that  you  were  concerned  about  the  search  and  is  this  why 
you  and  the  First  Lady  or  the  First  Lady  did  not  want  unfettered 
access  to  Foster's  office? 

Ms.  Thomases.  Could  you  again  split  the  question  into  its  parts 
for  me? 
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Senator  Faircloth.  Having  known  that  Vince  Foster  was  wor- 
ried about  Travelgate,  is  that  why  you  did  not  want  unfettered  ac- 
cess to  his  office? 

Ms.  Thomases.  I  had  no  interest  in  this  supposed  unfettered  ac- 
cess, which  is  someone  else's  term  and  not  mine,  to  his  office. 

Senator  Faircloth.  It  is  not  your  words?  You  didn't  use  that? 

Ms.  Thomases.  It  is  not  my  words. 

Senator  Faircloth.  Did  you  tell  Mr.  Nussbaum  you  did  not  want 
anybody  going  in  his  office,  whether  you  used  the  word  "unfettered" 
or  what? 

Ms.  Thomases.  I  didn't  use  that  word  or  any  phrase  like  that. 

Senator  Faircloth.  Did  you  tell  Mr.  Nussbaum  you  did  not  want 
anybody  going  in  that  office? 

Ms.  Thomases.  No.  As  I  have  testified  before,  I  mostly  listened 
to  Nussbaum  tell  me  how  he  was  going  to  handle  the  documents 
in  that  office. 

Senator  Faircloth.  You  gave  the  FBI  an  interview  on  July  14th. 
Yet  you  couldn't  remember  the  conversation  with  Mr.  Foster  then. 

Mr.  Ben-Veniste.  That's  not  true. 

Senator  Faircloth.  But  in  1995,  2  years  later 

Mr.  Ben-Veniste.  That's  the  wrong  date. 

Senator  Faircloth.  — you  could  remember  the  conversation 
when  you  spoke  to  Mr.  Stuart  who  was  writing  a  book  you  thought 
friendly  to  the  Clintons. 

Ms.  Thomases.  I  remember  that  conversation  when  I  talked  to 
each  of  the  law  enforcement  persons  who  talked  to  me,  and  I  also 
remember  the  conversation  last  year  when  Mr.  Ben-Veniste  asked 
me  about  it  in  the  course  of  my  first  deposition. 

Senator  Faircloth.  Did  you  tell  the  FBI  about  your  conversation 
with  Mr.  Foster? 

Ms.  Thomases.  You  mean — which  conversation  with  Foster? 

Senator  Faircloth.  The  one  that  you  had  prior  to  his  commit- 
ting suicide. 

Ms.  Thomases.  He  was  interested  in  whether  I  had  a  reason  for 
why  Mr.  Foster  died.  As  I  have  told  everybody,  I  was  not  ready  to 
speculate  on  the  reason  that  Mr.  Foster  took  his  life. 

Senator  Faircloth.  Did  you  tell  the  FBI  about  your  conversation 
with  Mr.  Foster  prior  to  his  taking  his  life? 

Ms.  Thomases.  He  didn't  really  ask  about  it. 

Senator  Faircloth.  And  you  didn't  think  this  was  pertinent  in- 
formation that  you  ought  to  tell  and  something  the  FBI  would  be 
very  interested  in,  but  it  was  important  enough  to  tell  to  James 
Stuart  later  when  he  was  writing  a  book  that  you  thought  was 
friendly  to  the  Clintons;  is  that  right? 

Ms.  Thomases.  Is  that  a  question? 

Senator  Faircloth.  Yes,  that's  a  question. 

Ms.  Thomases.  I  had  already  testified  on  this  matter  to  various 
law  enforcement  authorities,  and  I  thought  it  was  OK  to  share  that 
with  James  Stuart. 

Senator  Faircloth.  Ms.  Thomases,  when  you  first  appeared  be- 
fore this  Committee,  you  came  billed  as  a  lady  by  the  press,  by  the 
White  House  staff,  as  a  lady  who  was,  you  have  heard  all  the 
terms,  but  as  Hillary's  blunt  instrument,  that  you  were  the  juicer 
and  you  were  the  juice.  We  heard  all  these  descriptions  of  you,  but 
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that  you  were  all  over  the  White  House,  in  the  middle  of  every- 
thing and  knew  everything. 

Now,  I  must  say,  when  you  come  before  us,  I  think  I  said  before, 
you  came  somewhat  as  a  lost  lamb  totally.  You  couldn't  remember, 
you  didn't  remember,  you  didn't  know.  A  totally  different  approach 
from  the  reputation  you  brought,  the  history  you  had  and  how  you 
had  handled  and  conducted  yourself  prior  to  that  as  a  tough,  quick, 
sharp,  accurate,  told  everything. 

Now  before  this  Committee  from  day  one,  it  has  been  "I  don't 
know,  I  don't  remember,  I  don't  know."  Would  you  tell  us,  are  you 
trying  to  mislead  the  Committee?  Are  you  leading  us  to — that  you 
don't  know.  Or  were  you  always  so  vague  in  the  White  House  that 
you  just  had  them  confused?  Who  is  being  misled?  Where  does 
Susan  Thomases  stand?  That's  just  the  basic  question  I  want  to 
know.  Which  are  you?  Are  you  a  lost  lamb  or  the  juicer? 

Ms.  Thomases.  Senator,  I  have  no  intention  of  misleading  any- 
body. 

Senator  Faircloth.  I  have  no  further  questions  at  this  point. 

Mr.  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Ms.  Thomases,  I'm  interested.  You  indicate  to  us 
that  you  told  the  Committee  in  your  deposition  on  July  17th  about 
your  last  meeting  with  Mr.  Foster.  Now,  I  assume  you  are  referring 
to  your  testimony  on  page  127,  where  you  indicated  that  over  time 
Mr.  Foster  had  expressed  general  concerns  about  the  Travel  Office, 
about  the  resources  that  would  be  necessary  to  handle  the  work. 
Would  you  find  me  the  portion  that  indicates  that  you  had  a  meet- 
ing in  the  Mansion  with  Mr.  Foster  at  his  request  a  week  before 
he  took  his  life? 

Ms.  Thomases.  No,  the  location  of  the  meeting  was  not  discussed 
or  identified,  but  the  substance  of  the  meeting  was,  in  fact,  dis- 
cussed. 

Mr.  Chertoff.  In  fact,  Ms.  Thomases,  you  never  indicated  that 
there  was  a  specific  last  meeting  which  had  been  set  up  at  Mr.  Fos- 
ter's request? 

Ms.  Thomases.  That's  correct. 

Mr.  Chertoff.  You  did  not  indicate  that? 

Ms.  Thomases.  That's  right. 

Mr.  Chertoff.  Let  me  now  turn  to  another  subject  which  is  your 
activities  during  the  campaign.  We  have  a  considerable  number  of 
your  notes  that  you  took  down  in  February  and  March  of  1992, 
when  you  were  involved  in  assisting  the  campaign  dealing  with 
questions  about  Whitewater.  Do  you  have  those  in  front  of  you? 

Ms.  Thomases.  No,  I  don't. 

Mr.  Chertoff.  Let  me  suggest  that  they  be  pulled.  They  are  in 
the  package  we  gave  you.  It  is  handwritten  and  it  is  tough  to  miss. 

Mr.  Chairman.  We  are  bringing  a  set  down. 

Mr.  Chertoff.  To  set  a  context  for  this,  Ms.  Thomases,  you  were 
asked  to  get  involved  in  dealing  with  the  issue  of  Whitewater  in- 
quiries that  were  being  raised  by  the  press? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  For  how  long  in  the  campaign,  for  what  period 
of  time  did  you  serve  that  function? 

Ms.  Thomases.  A  relatively  short  period  of  time. 

Mr.  Chertoff.  A  few  weeks? 
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Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Why  did  you  stop  serving  that  function? 

Ms.  Thomases.  Because  I  had  recommended  to  them  that  they 
find  an  accountant  to  sort  through  this,  which  Jim  Lyons  did. 

Mr.  Chertoff.  And  you  passed  it  over  to  Jim  Lyons? 

Ms.  Thomases.  I  passed  over  all  my  materials  to  Jim  Lyons. 

Mr.  Chertoff.  I  want  to  direct  your  attention  to  certain  pages 
of  the  notes  and  ask  you  to  explain  them.  At  the  bottom  of  the 
notes  are  the  various  page  numbers.  Let  me  start  with  ST  23.  Do 
you  have  that  page? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  This  particular  page  is  headed  "February  20th." 
What  does  this  particular  page  of  your  notes  reflect? 

Ms.  Thomases.  It  reflects  the  notes  that  I  was  taking  down  when 
Loretta  Lynch  was  talking  to  me  on  the  phone.  If  you  look  at  an 
earlier  page. 

Mr.  Chertoff.  Who  is  Loretta  Lynch? 

Ms.  Thomases.  She  was  the  young  lawyer  who  was  gathering  the 
materials  in  Little  Rock. 

Mr.  Chertoff.  She  was  reporting  to  you  by  telephone? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  In  this  particular  passage,  there  is  a  kind  of  chro- 
nology. I  take  it  this  came  from  Loretta  Lynch? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  There  is  an  entry  for  1982.  It  says,  "Rose  Law 
Firm  represents  McDougal  and  he  paid."  What  does  that  reflect? 

Ms.  Thomases.  I  don't  know  except  exactly  what  is  written  there. 

Mr.  Chertoff.  Am  I  right  that  there  was  an  issue  that  arose  in 
the  campaign  based  on  Mr.  McDougal's  allegation  that  at  some 
point  in  1984,  the  President  came  by  to  see  him  and  asked  him  to 
give  legal  work  to  Hillary  Clinton?  I  should  say  the  then-Governor 
Clinton  came  by  to  see  McDougal  and  asked  him  to  give  legal  work 
to  Hillary  Clinton? 

Ms.  Thomases.  Could  you  repeat  the  question? 

Mr.  Chertoff.  Was  one  of  the  allegations  or  the  issues  that  you 
were  addressing  in  the  campaign  a  statement  by  McDougal  that  in 
1984,  Bill  Clinton  had  come  by  his  office  to  request  that  McDougal 
give  legal  work  to  Hillary  Clinton? 

Ms.  Thomases.  I  would  have  to  go  through  my  other  notes  be- 
cause I  don't — I  don't  remember  that  off  the  top  of  my  head. 

Mr.  Chertoff.  You  don't  remember  that  issue? 

Ms.  Thomases.  Off  the  top  of  my  head  as  part  of  my  responsibil- 
ity. 

Mr.  Chertoff.  In  fact,  wasn't  that  one  of  the  most  pivotal  issues 
because  McDougal  was  essentially  saying  that  he  had  given  legal 
work  to  Hillary  Clinton  as  a  favor  to  Bill  Clinton?  Wasn't  that  one 
of  the  big  issues  in  the  campaign  that  reporters  were  raising? 

Ms.  Thomases.  I  don't  remember  it.  If  you  will  give  me  some 
time,  I  will  try  to  look  through  my  notes  to  see.  But  I  don't  have 
much  independent  recollection  of  this. 

Mr.  Chertoff.  All  right.  Well,  if  you  don't  remember  that,  we 
will  move  on  to  the  next  question. 

Ms.  Thomases.  If  you  want  me  to  answer  it,  then  give  me  some 
time.  Maybe  I  can  find  you  what  you  are  looking  for. 
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Mr.  Chertoff.  We  will  see  if  any  more  other  passages  here  come 
to  mind  a  little  bit  more  easily.  Then  maybe  we  can  take  a  break 
and  you  can  review  them. 

I  want  to  go  to  page  ST  39.  This  is  headed  "Questions  for  HC." 
It  says,  "Gerth"  in  the  upper  right-hand  corner.  I  take  it  this  was 
a  list  of  questions  that  Mr.  Gerth  was  requesting  you  get  answers 
to  from  Mrs.  Clinton;  correct? 

Ms.  Thomases.  It  looks  like  that. 

Mr.  Chertoff.  I  want  to  go  two-thirds  of  the  way  down  the  page. 
In  large  letters  you  have  written  "Bill  Kennedy  and  Carolyn  Huber 
Cooperation  Issue."  What  was  that? 

Ms.  Thomases.  I  have  testified  before  I  don't  know  specifically 
what  that  refers  to. 

Mr.  Chertoff.  Do  you  know  generally  what  it  refers  to? 

Ms.  Thomases.  Not  really. 

Mr.  Chertoff.  Was  there  a  concern  about  whether  or  not  Ms. 
Huber  would  cooperate  with  the  campaign  in  saying  certain  things? 

Ms.  Thomases.  I  don't  know  whether  it  was  say  or  give  certain 
materials.  I  don't  know. 

Mr.  Chertoff.  You  think  there  was  a  question  in  the  mind  of 
the  campaign  about  whether  or  not  Ms.  Huber  was  withholding 
materials? 

Ms.  Thomases.  I  don't  know. 

Mr.  Chertoff.  Let  me  move  on  to  ST  43.  It  is  headed  "6/7/92.  TC 
Bruce  Lindsey."  That  indicates  this  occurs  in  June;  right? 

Ms.  Thomases.  Yes.  I  suspect  that  I  misdated  the  page. 

Mr.  Chertoff.  Misdated  in  what  way? 

Ms.  Thomases.  Because  it  is  in  a  sequence  of  pages.  They  were 
all  in  order  on  my  note  pad  and  therefore 

Mr.  Chertoff.  You  think  this  is  March? 

Ms.  Thomases.  I  think  this  is  March. 

Mr.  Chertoff.  This  is  based  on  a  telephone  conversation  with 
Bruce  Lindsey? 

Ms.  Thomases.  Yes,  that's  what  it  indicates. 

Mr.  Chertoff.  About  a  third  of  the  way  down  the  page,  the  fol- 
lowing passage  appears.  Actually  let  me  begin  at  the  beginning. 
"Re:  BC's  comments."  I  guess  BC  is  Bill  Clinton;  correct? 

Ms.  Thomases.  Correct. 

Mr.  Chertoff.  "Not  sure  owned  a  bank  when  you  started  White- 
water, friends  since  1966,  real  estate  deals  with  people  BC  knew. 
No,  all  I  did  was  lose  money.  J.  McDougal  said  he  want  to  buy 
them  out  one  time.  HC  wanted  an  accounting  before  they  sold  it 
out."  Am  I  reading  that  accurately? 

Ms.  Thomases.  Pretty  accurately. 

Mr.  Chertoff.  Did  Mr.  Lindsey  tell  you  that  Mr.  McDougal 
wanted  to  buy  the  Clintons  out  at  one  time,  but  that  Mrs.  Clinton 
wanted  to  have  an  accounting  before  they  sold  out? 

Ms.  Thomases.  Could  you  repeat  that? 

Mr.  Chertoff.  Did  Mr.  Lindsey  tell  you  that  Mr.  McDougal 
wanted  to  buy  the  Clintons  out  at  one  time,  but  that  Mrs.  Clinton 
wanted  to  have  an  accounting  before  she  sold  out? 

Ms.  Thomases.  This  is  what  my  notes  indicate. 

Mr.  Chertoff.  Were  your  notes  an  accurate  reflection  of  what 
was  said? 
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Ms.  Thomases.  I  tried  to  accurately  record  what  was  told  me. 

Mr.  Chertoff.  But  you  have  no  memory  of  this? 

Ms.  Thomases.  I  have  no  independent  memory  of  this. 

Mr.  Chertoff.  All  right.  Let  me  go  to— — 

Senator  Dodd.  Now,  Mr.  Chairman,  on  this  point  regarding  the 
McDougal  issue.  First  of  all,  with  all  due  respect,  the  issue  of  the 
campaign  was  it's  the  economy,  stupid,  as  I  recall.  But  the  Pills- 
bury  Madison  &  Sutro  law  firm  looked  at  this  allegation  concerning 
the  conflict  in  testimony  between  McDougal  and  Mrs.  Clinton.  And 
on  pages  23  and  24  of  their  report,  they  reject  for  a  number  of  rea- 
sons McDougal's  story. 

It  is  worth  noting,  Mr.  Chairman,  that  after  an  independent 
analysis,  the  law  firm  identified,  on  page  24,  at  least  three  reasons 
why  they  believe  that  Mr.  McDougal's  side  of  the  story  is  not  be- 
lievable. I  think  that  should  be  noted. 

Mr.  Chairman.  I  would  also  note  that  we  are  going  to  have  the 
Pillsbury  Madison  people  in  Friday  morning. 

Senator  Dodd.  I  appreciate  it.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman.  I  think  we  only  have  a  few  more  minutes. 

Mr.  Chertoff.  I  want  to  go  to  ST  46.  There  is  writing  on  this 
page  which  is  a  page  from  a  calendar,  February  11,  1992.  What 
does  this  writing  reflect? 

Ms.  Thomases.  I  must  have  written  the  notes  on  that  page  be- 
cause that  was  just  available.  I  don't  think  the  date  was  relevant 
to  my  note.  It  was  just  I  was  flipped  on  that  page,  someone  called, 
I  took  down  the  notes  on  there. 

Mr.  Chertoff.  What  is  the  basis  for  these  notes?  I  mean,  it  says 
here  in  the  second  paragraph,  "John  Latham,  firm  had  not  done 
anything  for  retainer,  retained  by  Madison."  Then  I  can't  read  the 
next  two  lines.  Why  don't  you  read  those? 

Ms.  Thomases.  "Latham."  I  can't  read  the  next  word  either. 
"That  he  was  irritated." 

Mr.  Chertoff.  Who  told  you  that  Latham  had  the  view  that  the 
firm  had  not  done  anything  for  the  retainer? 

Ms.  Thomases.  I  don't  have  any  idea. 

Mr.  Chertoff.  So  you  don't  remember  how  you  came  by  that  no- 
tation; right? 

Ms.  Thomases.  I  don't  know  how  I  came  by  these  notations. 

Mr.  Chertoff.  Now,  I  want  to  go  to  ST  47.  This  is  a  letter  you 
received  from  Jeff  Gerth  of  The  New  York  Times.  Are  these  mar- 
ginal notations  your  marginal  notations? 

Ms.  Thomases.  Yes,  it  looks  like  my  handwriting. 

Mr.  Chertoff.  Let  me  go  to  the  third  paragraph.  This  is  ad- 
dressed to  you.  It  says: 

You  have  said  that  Hillary  recalls  the  Madison  account  being  brought  into  the 
Rose  Firm  by  Rick  Massey.  McDougal  says  that  it  came  after  a  request  from  Mr. 
Clinton,  who  discussed  it  in  Mr.  McDougal's  office,  mentioning  the  couple's  need  for 
financial  help. 

Off  to  the  left  you  have  a  little  notation,  "BC  has  no  recollection." 
Where  did  you  get  that  from? 
Ms.  Thomases.  I  have  no  idea. 
Mr.  Chertoff.  Did  it  come  from  Mr.  Clinton? 
Ms.  Thomases.  I  have  no  idea. 
Mr.  Chertoff.  Would  you  read  us  the  rest  of  that  section  there? 
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Ms.  Thomases.  Which  section? 

Mr.  Chertoff.  Right  below  "BC  has  no  recollection"  in  your  own 
handwriting. 

Ms.  Thomases.  "What  McDougal"  I  really  cannot  read  my  own 
handwriting.  I  don't  know  where  the  original  is  of  this. 

Mr.  Chertoff.  What  about  next  to  Arabic  numeral  2  where  it 
says,  "Henley  BC  said  not"  and  I  can't  read  the  last  word.  Can  you 
read  your  handwriting  there? 

Ms.  Thomases.  I  can't  read  it. 

Mr.  Chertoff.  How  did  you  come  by  information  that  Susan 
McDougal's  brother,  one  of  the  Henley s,  was  present  during  this? 

Ms.  Thomases.  Looking  at  this  copy,  it  says,  "McDougal's  broth- 
er-in-law. No.  1,  Clinton  never  had  anything.  No.  2,  Henley  BC 
said  not"  whatever  that  word  is  that  I  can't  read. 

Mr.  Chairman.  No  recollection. 

Ms.  Thomases.  Maybe  it  was  "reco."  And  No.  3,  there  is  nothing 
written  there. 

Mr.  Chertoff.  Now  where  did  you  get  this  from? 

Ms.  Thomases.  I  have  no  idea. 

Mr.  Chertoff.  Did  you  discuss  with  Mr.  Stuart  your  various  ac- 
tivities during  the  course  of  the  campaign  during  this  period  we 
have  been  examining  in  this  round  in  terms  of  tracking  down  infor- 
mation about  Whitewater? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  So  whatever  Mr.  Stuart  wrote  in  the  book  con- 
cerning your  activities  during  the  campaign  did  not  come  from  you? 

Ms.  Thomases.  No.  Correct,  it  did  not  come  from  me. 

Mr.  Chertoff.  I  see  my  time  is  up,  Mr.  Chairman. 

Mr.  Ben-Veniste.  Let  me  just  cover  a  couple  of  issues  and  we 
will  cede  back  the  rest  of  our  time. 

Obviously,  while  this  may  seem  to  be  a  big  campaign  issue  for 
the  1992  election  in  Mr.  Chertoff's  questioning,  from  your  stand- 
point I  take  it  the  question  of  whether  Mr.  McDougal  somehow  re- 
sponded to  a  request  by  the  President  in  sending  work  in  the  grand 
amount  of  $22,000  of  legal  business,  which  was  all  performed  by 
the  Rose  Firm  in  a  way  that  the  Pillsbury  investigation  and  the 
RTC  concluded  as  being  innocuous,  appropriate  and  above  board, 
and  appropriate  legal  work,  was  not  a  significant  issue  of  the  1992 
election  campaign. 

Ms.  Thomases.  Correct. 

Mr.  Ben-Veniste.  The  question  of  Mr.  McDougal's  recollection,  I 
guess  it  needs  to  be  put  into  some  kind  of  context,  because  every 
time  I  read  about  it  in  the  newspaper,  somehow  the  ellipse  between 
the  time  that  Mr.  McDougal  first  claimed  to  remember  this  than 
contact  with  the  President  and  the  actual  request  to  perform  legal 
services  is  never  mentioned,  which  is  perhaps  the  most  striking  cir- 
cumstantial reason  to  disbelieve  that  Mr.  McDougal  was  accurate 
when  he  first  made  the  statement  of  his  recollection  which  he  has 
since  clarified  and  I  think  rejected. 

The  point  is  that  Mr.  McDougal,  when  he  first  talked  about 
President  Clinton  jogging  over  to  his  office,  remembered  that  it  was 
a  sweltering  day  in  August  of  I  guess  it  was  1984  when  he  claims 
the  President  asked  about  legal  work  or  he  offered  legal  work  and 
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the  President  thought  it  was  a  good  idea,  whatever  version  you 
want  to  take. 

But  the  important  point  is  that  according  to  our  investigation, 
the  only  legal  work  that  was  performed  was  originated  in  April,  ac- 
tually, toward  the  end  of  April  1985,  so  that  you  would  have,  if  Mr. 
McDougal's  recollection  was  then  accurate,  a  9-month  gestation  be- 
tween the  planting  of  the  seed  of  this  idea  of  legal  work  and  the 
request  to  actually  perform  legal  work,  which  is  rather  farfetched, 
would  you  not  agree? 

Ms.  Thomases.  I  agree. 

Mr.  Ben-Veniste.  So  that  the  whole  idea  whether  this  was  im- 
portant or  unimportant  to  the  campaign,  the  notion  of  the  nexus 
between  the  legal  work  in  the  Rose  Law  Firm  has  been  explored 
in  minute  detail,  not  only  by  this  Committee  but  by  the  RTC 
through  a  $4  million  study  that  it  commissioned,  which  included 
the  Pillsbury  Madison  firm  and  its  report. 

So  that  all  this  questioning  about  Mr.  McDougal's  version  of  the 
origination  of  these  legal  fees  seems  at  this  point  to  have  been  ex- 
haustively examined.  People  can  make  up  their  own  mind,  as  the 
Pillsbury  firm  has  and  as  the  RTC  has,  in  accepting  Pillsbury's 
conclusions,  that  it  is  unlikely  that  Mr.  McDougal's  initial  recollec- 
tion of  these  events  was  accurate.  It  doesn't  make  him  a  bad  per- 
son, but  people  remember  things  differently  after  the  passage  of 
time.  And  clearly  in  Mr.  McDougal's  case,  having  had  heart  sur- 
gery and  the  severe  bout  with  manic-depressive  illness,  it  is  not  en- 
tirely unexplainable. 

But  there  is  the  record,  and  the  only  other  thing  I  would  want 
to  clear  up  is  I  think  perhaps  Senator  Faircloth  misspoke  when  he 
questioned  you  about  a  July  interview  by  the  FBI  which  would 
seem  to  suggest  that  you  were  interviewed  in  the  days  or  weeks  fol- 
lowing Mr.  Foster's  suicide.  Indeed,  the  report  that  we  have  been 
discussing  occurred  on  the  basis  of  a  telephone  interview  of  you 
June  14,  1994,  11  months  after  Mr.  Foster's  death.  I  think  the 
record  should  be  clarified  in  that  regard.  Is  that  correct? 

Ms.  Thomases.  That's  correct. 

Senator  Sarbanes.  Ms.  Thomases,  I  just  want  to  be  clear  on  one 
thing.  These  notes  that  you  were  being  questioned  about,  which 
seem  to  be  dated  beginning  February  20th  and  running  through 
mid-March  1992,  there  is  one  note,  and  I  take  it  you  say  the  one 
page,  the  date  is  just  wrong?  It  says  6/7  and  it  should  be  3/7,  I  as- 
sume, from  the  chronology? 

Ms.  Thomases.  Yes. 

Senator  Sarbanes.  The  last  one  you  think  you  were  just  making 
notes  using  that  message  pad  and  date  book  from  your  telephone 
directory;  is  that  right? 

Ms.  Thomases.  Yes.  It  was  just  in  front  of  me  when  someone 
must  have  been  talking  to  me,  so  I  just  scribbled  what  was  being 
said  in  there. 

Senator  Sarbanes.  You  have  no  independent  recollection  about 
these  matters,  now  some  4  years  later? 

Ms.  Thomases.  Correct. 

Senator  Sarbanes.  So  what  you  are  testifying  is  on  the  basis  of 
what  you  wrote  down  here  in  your  notes;  is  that  correct? 

Ms.  Thomases.  Yes,  Senator. 
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Senator  Sarbanes.  Thank  you. 

Mr.  Ben-Veniste.  Just  to  put  a  cap  to  that,  these  notes  were 
turned  over  by  you  last  fall  to  this  Committee? 

Ms.  Thomases.  Yes. 

Mr.  Ben-Veniste.  These  were  not  destroyed  or  lost  or  mutilated. 
These  were  your  notes,  and  whatever  is  in  them  you  have  acknowl- 
edged you  wrote  at  the  time,  more  or  less  contemporaneous  with 
the  event,  and  you  have  turned  them  over  pursuant  to  this  Com- 
mittee's request? 

Ms.  Thomases.  Absolutely. 

Mr.  Ben-Veniste.  We  would  cede  back  our  time. 

Mr.  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Let  me  conclude  by  just  addressing  these  last  couple  of  points. 
I  think,  Ms.  Thomases,  in  fact,  you — I  mean,  you  are  a  bystander 
on  this  issue.  The  record  is  really  far  from  clear  that  Mr. 
McDougal's  original  rendition  of  how  it  is  that  the  Rose  Law  Firm 
came  to  be  hired  is  incorrect.  In  fact,  we  will  explore  that  very 
issue  here  on  Thursday,  and  I  think  I  can  predict  with  some  degree 
of  confidence  that  there  is  a  considerable  amount  of  evidence  that 
supports  the  notion  that  Mr.  McDougal  did,  in  fact,  decide  to  take 
steps  to  help  the  Rose  Law  Firm  in  the  fall  of  1984,  not  in  April 
1985,  that  the  account  that  we  originally  heard  from  Mrs.  Clinton 
about  her  involvement  in  bringing  the  work  in,  I  think,  is  inconsist- 
ent with  some  of  the  evidence  of  records  concerning  the  course  of 
dealings  between  the  Rose  Law  Firm  and  Mr.  McDougal. 

I  think  that,  in  fact,  what  is  going  to  emerge  is  that  there  are 
witnesses  that  this  $4  million  group  of  Pillsbury  attorneys  never 
talked  to  who  would  have  shed  a  considerable  amount  of  light  on 
the  events  about  which  they  offered  very  firm  opinions,  and,  of 
course,  we  will  examine  them  at  some  point  and  determine  why  it 
is  that  they  didn't  see  fit  to  talk  to  some  of  the  witnesses  with  per- 
tinent information. 

We,  however,  when  we  reach  a  final  conclusion  within  a  few 
weeks,  will  have  the  benefit  of  talking  to  these  additional  wit- 
nesses, people  who  were  affiliated  with  the  Bank  of  Kingston, 
which  was  Mr.  McDougal's  first  bank,  as  well  as  some  other  people. 

In  particular  with  respect  to  you,  Ms.  Thomases,  I  would  like  to 
direct  your  attention  to  the  last  couple  pages  of  your  notes,  ST  46 
and  ST  47.  In  ST  46,  and  this  really  goes  to  the  heart  of  this  issue 
about  whether  one  can  assume  that  the  payments  to  the  Rose  Law 
Firm  began  in  April  1985,  when  legal  work  started  to  be  per- 
formed. It  appears  from  the  notes  you  have  here  that  you  had  some 
information  from  some  source  that  Mr.  Latham  was  annoyed  be- 
cause the  firm  hadn't  done  anything  for  the  retainer.  That  seems 
to  suggest  that  perhaps  there  was  a  lag  time  between  the  time 
money  was  paid  and  the  time  the  work  was  performed.  Again,  I 
want  to  ask  you,  do  you  remember  the  source  of  that  information? 

Ms.  Thomases.  No. 

Mr.  Chertoff.  Finally,  Ms.  Thomases,  I  would  like  you  to  go  to 
the  letter  from  Mr.  Gerth  on  ST  47.  In  the  next  to  last  paragraph 
on  that  page,  Mr.  Gerth  writes  to  you  as  follows: 

As  I  told  you  last  week,  McDougal  asserts  that  his  wife  is  out  $40,000  and  he 
says  his  losses  are  somewhat  greater  than  that.  He  has  not  produced  any  document 
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to  back  that  up,  but  the  documents  I  have  reviewed  suggest  he  was  subsidizing 
Whitewater  through  loans  and  payments  to  a  far  greater  extent  than  the  Clintons. 
Can  I  see  any  other  documents  you  have  on  this  issue? 

Next  to  that  in  the  right-hand  margin,  what  did  you  write? 

Ms.  Thomases.  "Call  Jim  Guy  Tucker." 

Mr.  Chertoff.  Why  on  earth  would  you  want  to  call  Jim  Guy 
Tucker  to  ask  him  a  question  about  Whitewater? 

Ms.  Thomases.  I  don't  know. 

Mr.  Chertoff.  Did  someone  tell  you  to  do  it? 

Ms.  Thomases.  I  don't  know. 

Mr.  Chertoff.  Did  you  do  it? 

Ms.  Thomases.  No,  I  did  not  do  it. 

Mr.  Chertoff.  You  remember  not  doing  it? 

Ms.  Thomases.  I  don't  believe  I  spoke  to  Jim  Guy  Tucker. 

Mr.  Chertoff.  Did  Mr.  Clinton  tell  you  to  talk  to  Mr.  Tucker? 

Ms.  Thomases.  I  don't  know. 

Mr.  Chertoff.  Well,  let  me  see  if  I  can 

Ms.  Thomases.  Can  I  look  at  my  records? 

Mr.  Chertoff.  I  am  going  to  direct  you  to  your  records.  Look  at 
ST  36,  toward  the  bottom  of  the  page. 

Ms.  Thomases.  Just  a  second.  I  need  to  have  my  lawyer  show 
me  a  clearer  copy. 

Mr.  Chertoff.  Do  you  have  it? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  It  is  dated  2/22/92  and  right  before  the  entry  for 
2/27/92,  it  says  in  your  handwriting,  "Have  Gerth  call  Tucker,  BC 
told  me  to  call  Tucker."  BC  is  Bill  Clinton? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  Does  that  help  you  understand  that  Bill  Clinton 
told  you  to  call  Jim  Guy  Tucker? 

Ms.  Thomases.  That's  what  the  note  says. 

Mr.  Chertoff.  And  the  note's  in  your  own  handwriting? 

Ms.  Thomases.  Yes. 

Mr.  Chertoff.  So  it  must  be  true? 

Ms.  Thomases.  It  must  be  true  that  I  wrote  it  down. 

Mr.  Chertoff.  It  must  be  true  that  Mr.  Clinton  told  you  to  do 
that.  You  didn't  make  it  up,  right? 

Ms.  Thomases.  Correct. 

Mr.  Chertoff.  You  had  not  reason  to  lie  to  your  own  notes? 

Ms.  Thomases.  That's  right. 

Mr.  Chertoff.  My  question  is  this:  Why  on  earth  would  you  be 
calling  Jim  Guy  Tucker  about  questions  relating  to  Whitewater? 

Ms.  Thomases.  I  don't  know,  and  I  don't  remember  calling  Mr. 
Tucker. 

The  Chairman.  The  Committee  stands  in  recess. 

Senator  Sarbanes.  Mr.  Chairman,  could  I  ask  our  schedule  for 
the  rest  of  the  week,  if  Counsel  could  just  run  through  the  that, 
I  would  appreciate  it. 

Mr.  Chertoff.  Tomorrow,  we  have  Mr.  Norton  and  Mr.  James, 
who  are  going  to  be  testifying  on  some  of  the  tax  issues,  and  some 
of  the  issues  involving  the  Clintons'  investment  in  Whitewater. 

On  Thursday,  we  will  be  having  witnesses  who  will  testify  about 
the  manner  in  which  the  Rose  Law  Firm  was  retained  and  the  cir- 
cumstances of  that. 
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Senator  Sarbanes.  That's  a  panel  of  four  witnesses? 

Mr.  Chertoff.  Several  witnesses.  I  don't  remember  off  the  top 
of  my  head,  I  think  it's  four.  Then  on  Friday  morning,  we  will  have 
the  Pillsbury  people. 

Senator  Sarbanes.  Next  week? 

Mr.  Chertoff.  That's  as  far  as  we've  gotten. 

The  Chairman.  We  have  not  scheduled  anything  yet. 

Senator  SARBANES.  We  don't  have  anything  scheduled  yet. 

The  Chairman.  Not  at  this  time. 

Senator  Sarbanes.  I  thought  we  had  Hale  scheduled. 

The  Chairman.  We  have  not  had  a  response,  nor  have  we,  either 
in  writing  or  by  any  way  of  telephonic  communication.  As  soon  as 
we  do,  we  will  share  that  immediately.  We  have  a  letter  out  there, 
as  you  know,  but  we  just  have  not  had  any  response.  Maybe  Coun- 
sel, later  today,  or  tomorrow,  will  take  that  question  up  with  Mr. 
Hale's  lawyer  as  to  whether  he  will  be  coming  in. 

Mr.  Chertoff.  Well,  as  to  whether  he  will  claim  Fifth  Amend- 
ment privileges.  And  I  just  have  no  way  of  knowing. 

Senator  Sarbanes.  Tomorrow  we  are  going  to  meet  at  9:30,  not 
10:00  a.m.? 

The  Chairman.  Yes,  9:30  a.m. 

We  stand  in  recess. 

[Whereupon,  at  12:45  p.m.,  the  hearing  was  recessed,  to  recon- 
vene at  9:30  a.m.  on  Wednesday,  May  15,  1996.] 

[Appendix  supplied  for  the  record  follows:] 
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FEDERAL  BUREAU  OF  INVES1  (CATION 


Dale  of  tniucnpion  6/16/94 


SUSAN  P.  THOMASES,  was  contacted  l>y  telephone  at  the 
law  firm  of  WILLKIE,  FARR,  and  GALLAGHER.  13  East  53rd  Street, 
New  York,  New  York  where  she  is  employed  as  an  attorney  and  a 
partner.   After  being  advised  as  to  the  official  identity  of  the 
interviewing  agent  and  the  nature  of  the  interview,  Ms.  THOMASES 
provided  the  following  information: 

She  resides  at  ,  New  York,  New  York,  has 

a  non- published  home  telephone  number. 

She  works 
the  majority  of  her  time  in  New  York  City  but  with  her  firm 
having  had  an  office  in  Washington,  D.C.  since  1981,  she 
routinely  comes  to  Washington  on  Wednesdays  and  returns  to  New 
York  on  Thursday  evenings.   She  is  the  managing  partner  of  her 
firm's  Washington,  D.C.  office. 

She  first  met  VINCENT  FOSTER,  JR.  in  Arkansas  during 
1976  through  her  friends  BILL  and  HILLARY  CLINTON*.   She  served 
with  HILLARY  CLINTON  on  the  Children's  Defense  Board  and  has 
known  both  HILLARY  and  BILL  CLINTON  for  approximately  20  years. 
She  regarded  VINCENT  FOSTER  as  a  friend  although  she  only  saw  him 
approximately  once  or  twice  a  year  during  the  period  1976  through 
1991,  when  she  would  visit  the  CLINTONs  and/or  come  to  Arkansas 
on  business. 

In  July,  1991,  she  moved  to  Arkansas  to  begin  working 
full  time  on  BILL  CLINTON'S  Presidential  campaign.   During  the 
entire  campaign,  she  was  in  charge  of  daily  scheduling  for 
CLINTON  and  for  campaign  events.   She  continued  this  work  on  a 
part-time  basis  throughout  the  transition  period  from  the  BUSH 
administration  to  the  CLINTON  administ;at ion  handling  scheduling 
matters  for  the  newly  elected  President.   Toward  the  end  of  the 
transition  period  in  December,  1992,  she  returned  to  her  law 
practice  in  New  York  and  Washington.   Since  she  had  met  many 
volunteers  during  the  CLINTON  campaign  who  took  positions  with 
the  new  administration,  she  often  visited  with  them  during  her 
weekly  trips  to  her  Washington,  D.C.  office.   She  therefore 
during  the  campaign,  transition,  and  the  first  six  months  of  the 
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CLINTON  administration,  got  to  know  VINCENT  FOSTER  fairly  well. 

She  last  saw  VINCENT  FOSTER  on  Wednesday  or  Thursday 
before  his  death.   She  believes  that  they  had  lunch  together  with 
some  other  people  in  Washington.   She  recalls  him  mentioning  he 
planed  to  take  a  weekend  trip  to  the  eastern  shore  of  Maryland. 
She  noted  no  change  in  his  demeanor  or  physical  appearance  but 
was  aware  that  he  was  working  very  hard  and  was  under 
considerable  pressure.   His  death  came  as  a  complete  shock  to  her 
and  she  can  offer  no  reason  or  speculation  as  to  why  he  may  have 
taken  his  life. 


Ms.  THOMASES  continues  to  regard  HILLARY  and  BILL 
CLINTON  as  friends  and  visits  with  them  from  time  to  time  when 
she  is  in  Washington. 


OIC  000418 
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House.  He  seemed  to  consider  the  suggestion,  but  apparently  never 
took  her  advice. 

On  July  11,  Foster  was  again  complaining  to  his  wife  about  the 
travel  office,  which  he  was  convinced  would  lead  to  congressional 
.  hearings.  He  called  James  Lyons,  who'd  handled  Whitewater  dur- 
ing the  campaign,  for  advice  on  Travelgate,  asking  him  to  come 
to  Washington.  Lyons  agreed  to  meet  with  Foster  the  following 
Wednesday,  July  2 1 .  But  Foster  again  told  Lisa  that  he  intended  to 
resign.  Lisa  told  him  she  was  tired  of  hearing  about  it,  and  sug- 
gested he  write  down  what  was  bothering  him.  He  should  take  the 
offensive,  she  said,  and  defend  himself. 

Foster  went  upstairs.  Taking  a  pen  and  a  piece  of  yellow  legal 
paper,  he  wrote: 

"I  made  mistakes  from  ignorance,  inexperience  and  overwork 

"I  did  not  knowingly  violate  any  law  or  standard  of  conduct. 

"No  one  in  the  White  House,  to  my  knowledge,  violated  any 
law  or  standard  of  conduct,  including  any  action  in  the  travel  office. 
There  was  no  intent  to  benefit  any  individual  or  specific  group. 

"The  FBI  lied  in  their  report  to  the  AG. 

"The  press  is  covering  up  the  illegal  benefits  they  received 
from  the  travel  staff. 

"The  GOP  has  lied  and  misrepresented  its  knowledge  and  role 
and  covered  up  a  prior  investigation. 

"The  Ushers  Office  plotted  to  have  excessive  costs  incurred, 
taking  advantage  of  Kaki  and  HRC* 

"The  public  will  never  believe  the  innocence  of  the  Clintons 
and  their  loyal  staff. 

"The  WSJ  editors  lie  without  consequence. 

"I  was  not  meant  for  the  job  or  the  spotlight  of  public  life  in 
Washington.  Here  ruining  people  is  considered  sport. " 

After  the  exercise,  Foster's  mood  seemed  to  brighten.  He  said 
to  Lisa,  "I  haven't  resigned  yet.  I've  just  written  my  opening  argu- 
ment." 

The  following  Wednesday,  Susan  Thomases  was  in  the  White 
House,  as  had  become  her  weekly  custom,  and  dropped  by  to  see 


*The  reference  apparently  refers  to  redecoration  of  the  White  House  by  the  ushers  office 
and  Kaki  Hockersmith,  the  Clintons'  decorator  from  Little  Rock. 
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Nussbaum.  She  was  worried  about  Foster.  As  someone  who  saw 
him  less,  the  change  in  his  appearance  and  demeanor  was  more 
noticeable.  "How  is  he?"  Thomases  asked  about  Foster.  "Has  he 
relaxed?" 

Nussbaum  was  feeling  good  about  progress  on  Ruth  Ginsburg 
for  the  Supreme  Court  and  Louis  Freeh  for  the  FBI.  "We're  feeling 
good,"  he  said.  "This  is  coming  together." 

Thomases  wondered  if  the  "wen  really  included  Foster.  "Help 
take  the  weight  off  his  shoulders,"  she  said.  "You've  been  focusing 
on  Ginsburg,  and  Vince  is  carrying  the  load." 

"I'm  going  to  get  Vince  the  help  he  needs,"  Nussbaum  said, 
acknowledging  that  they  were  all  overworked.  "Let's  get  through 
this  first.  It  will  be  calmer." 

Earlier,  Foster  had  turned  to  Thomases  to  express  frustration 
over  the  travel  office  report,  and,  like  many  in  the  White  House, 
she  had  become  something  of  a  confidante.  Now  she  tried  to  reas- 
sure Foster,  but  he  said  he  needed  to  talk  to  her  "off  the  campus," 
somewhere  they  wouldn't  be  seen.  Thomases  suggested  2020  "O" 
Street,  a  private  rooming  house  where  she  herself  sometimes  stayed 
in  Washington. 

When  Foster  arrived  that  evening,  Thomases  thought  he 
looked  a  little  better.  He  looked  around  the  house  and  seemed 
amused  by  its  garish  Victorian  decor.  He  mentioned  that  he  and 
Lisa  were  going  to  get  away  for  the  weekend.  But  then  he  began  to 
unburden  himself. 

He  mentioned  how  overworked  he  was  and  how  he  lacked  the 
time  and  the  support  staff  he  was  used  to  in  Little  Rock.  If  he  didn't 
get  more  help,  he  said,  he  was  afraid  he'd  "let  the  president  and 
Hillary  down."  Predictably,  he  brought  up  the  travel  office  affair, 
adding  that  he  didn't  trust  David  Watkins,  who  he  feared  might 
fabricate  or  embellish  the  facts  to  cover  himself — possibly  at  the 
expense  of  the  first  lady.  And  he  indicated  he  was  homesick,  not  just 
for  Little  Rock,  but  for  the  quieter,  predictable  life  he  had  there. 

But  then  the  conversation  took  a  curious  turn.  One  thing  he 
had  not  missed  about  his  life  in  Little  Rock  was  Lisa,  his  wife.  The 
marriage  had  not  been  what  he'd  hoped  for,  and  it  hadn't  been  for 
years.  He  had  to  make  all  the  decisions  in  the  family.  She  was 
completely  dependent  on  him,  and  this  had  become  a  burden.  He 
found  he  couldn't  confide  in  her.  Lisa's  recent  arrival  in  Washington 
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had  brought  this  to  the  fore,  just  when  Foster  himself  needed  some- 
one to  lean  on. 

Thomases  didn't  know  what  to  say.  Foster  seemed  calm,  digni- 
fied— but  infinitely  sad. 

The  next  night  Foster  complained  to  Lisa  that  his  heart  had 
been  pounding,  and  on  Friday  he  had  his  blood  pressure  checked 
at  the  White  House.  Two  readings  were  taken,  and  both  were 
normal.  After  Foster  told  her  the  results,  Lisa  suggested  he  call 
their  family  physician  in  Little  Rock 

The  same  day,  Foster  called  his  sister  Sheila  Anthony,  and  told 
her  he  was  depressed.  His  voice,  she  thought,  sounded  tight  and 
strained.  She  herself  had  suffered  from  depression,  and  she  offered 
to  help.  She  gave  him  the  names  of  three  psychiatrists  he  might 
contact,  and  offered  to  call  any  of  them  on  his  behalf.  Foster  said 
she  should  wait;  he  wanted  to  think  about  talking  to  a  psychiatrist 
over  the  weekend.  He  said  he  hadn't  yet  obtained  his  White  House 
security  clearance  (one  of  many  administrative  procedures  far  be- 
hind schedule  in  the  Clinton  White  House)  and  he  was  afraid  that 
if  he  had  to  answer  that  he  was  under  the  care  of  a  psychiatrist,  it 
would  be  denied.  Still,  Foster  did  call  one  of  the  psychiatrists  men- 
tioned by  his  sister,  once  at  12:41  p.m.  and  again  at  1:24,  each  time 
taking  the  precaution  of  charging  the  calls  to  his  home  phone. 
The  psychiatrist  wasn't  in;  apparently  Foster  reached  the  answering 
machine  but  left  no  message. 

That  afternoon,  Foster  and  Lisa  drove  to  the  Eastern  Shore  of 
Maryland  for  dinner.  Foster  seemed  in  an  even  darker  mood  than 
earlier  in  the  week,  and  was  again  talking  about  resigning.  "Do  you 
feel  trapped?"  Lisa  asked  him.  Tears  welled  up  in  his  eyes,  and  he 
began  to  cry.  Though  he  wanted  to  quit  immediately,  Lisa  urged 
him  to  finish  the  year,  then  stay  in  Washington  until  their  son  could 
graduate  from  high  school. 

It  turned  out  the  Hubbells  were  also  on  the  Eastern  Shore  that 
weekend,  staying  with  Michael  and  Harolyn  Cardozo,  friends  of 
the  Hubbells.  They  invited  Vince  and  Lisa  to  join  them  for  dinner 
Saturday  and  to  return  for  the  day  on  Sunday.  Tennis  pro  Nick 
Bollettieri,  a  friend  of  the  Cardozos,  was  also  visiting,  and  Lisa  was 
excited  at  the  prospect  of  taking  a  tennis  lesson  with  him.  Lisa  also 
got  to  play  with  Pam  Shriver,  the  tennis  star,  but  Foster  didn't  come 
to  watch  the  match.  That  evening  and  the  next  day,  Hubbell  and 
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we'd  be  supportive  of  each  other  and  we'd  work  together,  and  we 
would  laugh  together,  and  we  would  play  together,  and  we  would 
always  keep  in  mind  our  mission,  which  is  to  protect  the  interest  of 
our  client,  our  wonderful  client,  the  president  of  the  United  States 
and  the  other  people  in  the  White  House." 

Finally  President  Clinton  came  to  the  microphone.  Speaking 
of  Foster,  he  reminded  his  staff  that  "When  I  started  my  career  in 
Arkansas  politics,  he  was  there  to  help  me.  When  I  decided  to  run 
for  attorney  general,  he  was  the  first  lawyer  in  Little  Rock  I  talked 
to  about  supporting  me.  When  the  Rose  Law  Firm  hired  Hillary 
after  I  moved  to  Little  Rock,  Vince  Foster  and  Webb  Hubbell 
became  her  closest  friends." 

Then  he  reiterated  points  raised  by  McLarty,  making  them 
more  forcefully.  "I  want  you  to  think  about  the  following:  in  the 
first  place,  one  can  never  know  why  this  happened.  Even  if  you  had 
a  whole  set  of  objective  reasons,  that  wouldn't  be  why  it  happened, 
because  you  could  get  a  different,  bigger,  more  burdensome  set  of 
objective  reasons  that  are  on  someone  else  even  in  this  room.  So 
what  happened  was  a  mystery  about  something  inside  of  him." 

Clinton  concluded  by  emphasizing  the  need  for  discretion. 
"And  the  last  thing  I  want  to  say  is  that  Vince  Foster  spent  a  lifetime 
knowing  when  not  to  put  himself  first.  And  maybe  he  did  that  too 
much.  But  he  had  an  extraordinary  sense  of  propriety  and  loyalty, 
and  I  hope  that  when  we  remember  him  and  this,  we'll  be  a  little 
more  anxious  to  talk  to  each  other  and  a  little  less  anxious  to  talk 
outside  of  our  family.  We'll  be  a  little  more  concerned  about  how 
we  can  help  one  another  look  good  and  achieve  one  another's  goals, 
rather  than  how  we  might  pursue  our  own  objectives  at  the  expense 
of  someone  else  here.  Those  are  the  kinds  of  things  that  he  would 
never  have  done." 

Despite  the  president's  admonitions,  trying  to  stem  talk  and 
conjecture  about  a  suicide  in  the  White  House  was  futile,  human 
nature  being  what  it  is.  The  audience  filed  out  quietly,  but  most 
work  in  the  White  House  all  but  came  to  a  halt, 
g)  Susan  Thomases  arrived  just  as  the  meeting  was  breaking  up, 
and  met  with  the  president  later  that  afternoon.  He  said  he  still 
could  hardly  believe  it,  that  he  was  taken  totally  by  surprise.  Thom- 
ases said  she  had  had  an  inkling,  then  told  him  in  detail  of  her 
meeting  with  Foster  the  previous  week  Clinton  said  that  if  he'd 
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known,  he  would  have  dragged  Foster  over  for  the  movie  and  would 
have  tried  to  cheer  him  up. 

Even  though  virtually  everyone  in  the  White  House,  from  the 
president  on  down,  had  by  now  heard  some  accounts  of  Fosters 
depression,  the  official  line  remained  that  Foster  s  death  was  unfath- 
omable. Foster  himself  had  been  such  a  private  person  that  it 
seemed  unseemly  to  mention  anything  so  personal,  and  everyone 
in  the  V\Tiite  House  was  eager  to  spare  the  Foster  family  any  em- 
barrassment. McLarty  briefed  the  press  that  afternoon,  emphasiz- 
ing that,  "Try  as  we  might,  all  of  our  reason,  all  of  our  rationality, 
all  of  our  logic,  can  never  answer  the  questions  raised  by  such  a 
death."  Meanwhile,  Lisa  and  other  members  of  the  Foster  family 
retained  James  Hamilton,  the  Clinton  campaign  lawyer  who'd  han- 
dled some  early  Whitewater  inquiries,  as  the  family  lawyer.  Aside 
from  the  .Arkansas  contingent,  people  in  the  WTiite  House  didn't 
know  Lisa  all  that  well,  and  there  was  concern  she  might  be  a  "loose 
cannon."  But  Hamilton,  too,  did  all  he  could  to  cut  off"  inquiries, 
emphasizing  that  Foster  had  been  a  victim  of  a  disease,  depression, 
that  had  struck  him  at  random.  He  rebuffed  press  efforts  to  speak 
to  Lisa,  emphasizing  the  family's  interest  in  privacy.  (No  one  ap- 
pears to  have  raised  any  questions  about  the  propriety  of  a  Clinton 
campaign  lawyer  representing  the  Foster  family.) 

When  Nussbaum  returned  to  his  office,  the  Park  Police  offi- 
cers were  waiting.  ""VMiat  are  you  doing  here?"  Nussbaum  asked,  as 
if  he'd  forgotten  the  entire  earlier  meeting.  They  reminded  him 
that  they  wanted  to  search  Foster's  office,  and  that  he'd  promised 
to  check  with  the  attorney  general.  But  Nussbaum  was  already 
hearing  concerns  about  the  search  from  McLarty  and  others  in  the 
White  House.  He  didn't  feel  ready  to  let  them  go  ahead,  and  later 
he  suggested  they  return  the  next  day  at  10  a.m.  Meanwhile,  they 
could  schedule  interviews  with  people  in  the  office,  but  he  wanted 
lawyers  present.  The  police  officers  were  furious,  both  at  their 
thoughtless  treatment,  and  the  way  the  investigation  was  being 
handled.  It  was  becoming  clear  to  them  that  the  entire  investigation 
would  now  be  tightly  controlled  by  the  White  House. 

VMien  Nussbaum  had  first  talked  to  McLarty  about  letting  the 
Park  Police  conduct  their  investigation,  he'd  said  he  was  inclined 
to  let  them  in  to  do  their  search.  But  McLarty  had  had  reservations, 
and  now  concerns  started  pouring  in  to  Nussbaum.  Bill  Burton, 
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I  HI    Ms.  Thomases.  Good  morning. 

1 19|     Mr.  Ben-Veniste.  May  I  ask  you  how  it  was  that  you 

120!    learned  that  Vince  Foster  has  died? 

|2I|     Ms.  Thomases.  I  was  home  in  my  apartment  in  New 

York. 

|22|    and  Hillary  Clinton  called  me. 

1231     Mr.  Ben-Veniste.  What  do  you  recall  about  that 

I24i    conversation? 

|25|    Ms.  Thomases.  It  was  very  sad.  She  told  me  that 

Vince  
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1 1 1    had  taken  his  life.  We  went  through  a  period  of 
talking 

I2i    about  bow  sad  we  felt.  We  then  talked  about  how 
hard  it  was 

|3|    going  to  be.  not  only  on  his  wife  but  on  his  three 
children. 

|4|    That  is  what  we  talked  about. 

|5|    Mr.  Ben-Veniste.  In  that  conversation,  did  anything 

lol    come  up  with  respect  to  any  contents  of  Vincent 
Foster's 

|7|    office?  Any  files? 

Ill    Ms.  Thomases.  Absolutely  not.  It  was  not  that  kind  of 

|9|    a  conversation. 

1 101    Mr.  Ben- Venule.  Now  in  that  conversation.  I  believe 
Mil    you  have  indicated  that  Mrs   Clinton  knew  of  your 
practice 

|12|    to  come  to  Washington  on  a  regular  basis  on  each 
Wednesday? 
1131  *  Is  that  correct. 
I  mi    Ms.  Thomases.  Thai's  correct. 
M3|    in  fact,  she  asked  me  specifically  whether  I  was 
going 

1 164    to  be  going  to  Washington  the  next  day.  and  I  said  to 
her  I 

1 1 7|    was  not  able  to  go  early  because  I  had  some  work 
that  I  had 

1 1 II    to  complete  with  respect  to  my  practice  which 
required  that 

1 19|    I  go  to  my  New  York  office  on  Wednesday  morning, 
but  as  soon 

I20|    as  that  task  was  completed  that  I  would-it  was  m> 
plan  to 

12 1 1    go  to  Washington  for  some  other  business  thai  I 
needed  io  do 

1221    that  day  ana  that.  yes.  I  would  be  in  Washington. 
1231    Mr.  Ben-Veniste.  And  at  approximately  what  lime  did 
you 

I24|    arrive  in  Washington? 

1231    Ms.  Thomases.  Some  time  after  two  o'clock  in  the 
Page  75 

Ml    afternoon. 

121    Mr.  BenA  enisle.  So  it  is  fair  to  say  thai  there  was 

t3|    nothing  in  the  conversation  between  you  and  Mrs. 
Clinton 

mi    that  caused  you  to  revise  your  plan  to  work  in  your 
office 

131    in  New  York.  I  take  it.  dunng  the  morning  that 
Wednesdat  of 


I6|    July  the  2 1st.  and  then  come  to  Washington  as  you 
had 

|7|    planned  to? 

Ill    Ms.  Thomases.  There  was  nothing  in  my 
conversation  with 

|9|     Mrs.  Clinton  that  suggested  that  I  should,  and  1  could 
not 

I  ioi    because  I  had  an  obligation  id  another  area. 
II II     Mr.  Ben-Veniste.  And  what  was  the  request  that  was 
made 

1121    of  you  by  Mrs.  Clinton  once  you  came  to  Washington 
in  thai 

1 13|    initial  conversation? 

1 14|     Ms.  Thomases.  Hillary  Clinton  asked  me  to 
please-sbe 

|15|    said  to  me-she  asked  me  if  I  had  intended  to  go  io 
the 

n*l    While  House.  I  said  I  thought  that  I  might  slop  by 
there 

1 171    and  see  how  people  were  doing. 
1 1 1|    She  said,  would  you  please  find  out  when  my 
husband,  the 

1 1 9|     President,  is  going  to  be  there  and  please  be  sure  to 
see 

1201    him:  and.  also  please  be  sure  to  talk  to  Maggie 
Williams  to 

|2I|    see  if  she  were  okay. 

|22|    Mr.  Ben-Veniste.  What  did  you  do  once  you  arrived  in 
|23|    Washington? 

1 2*1    Ms.  Thomases.  Since  1  didn't  have  to  be  at  my 
12,51    Washington  office  until  close  io  four  o'clock.  1  went 
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1 1 1    immediately  to  the  While  House  to  see  if  the 

President  were 

I2|    available,  which  I  didn't  know,  and  to  talk  to  Maggie 
HI    Mr.  Ben-Veniste.  And  did  you  talk  to  the  President? 
I  «l    Ms.  Thomases.  I  did  not  talk  to  the  President  at  that 
|S|    time.  I  came  back  to  the  White  House  after  I 

completed  my 
161    work  at  my  Washington  office  and  saw  him  at  that 

lime. 

|7|     Mr.  Ben-Veniste.  Later  on  in  the  afternoon  or  early 
|l|    evening? 
|9|    Ms.  Thomases.  Yes.  in  the  early  evening. 

I  ioi    Mr.  Ben- Veniste.  What  was  the  substance  of  that 

1 1 1 1    conversation? 

1 121     Ms.  Thomases.  It  was  more  review ing  again  our 

sense  of 

1 1 3 1    helplessness  and  sadness  that  we  had  not  been  as 

sensitive 

1 1 4|    as  we  might  have  been  to  what  we  then  believed  was 

a 

|15|    tremendous  amount  of  pain  that  Vince  must  have 

been  in. 

1 16|    We  talked  about  that.  He  was  verv  specific  about  how 

he 

1 17|    had  had  a  conversation  with  Vince  and  had  intended 

to  have 

I  ill    him  at  (he  White  House,  and  we  each  talked  about 
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1 19|    opportunities  in  which  we  could  have  in  fact  perhaps. 

had  we 

I20| 

with 

1221     President  Clinton  any  question  arise  with  respect  (o 

the 

1231 

1241 

1231    Mr.  Ben-Veniste.  Who  else  did  vou  see  that  day1 


known  of  the  problem,  done  something. 

Mr.  Ben-Veniste.  Did  in  this  conversation  you  had 


contents  of  Mr.  Foster's  office? 
Ms.  Thomases.  None  whatsoever. 
Mr.  Ben-Veniste.  Who  else  did  vou  : 


131 


151 

did 


feelings  about  Vince  s  death- 
It  was  sort  of  like  being  at  a  wake.  I  can't 
specifically  tell  you  who  I  saw  and  who  I  talked  to.  I 


161    not  initially  see  Maggie  when  I  first  went  to  the  While 

m    House  that  day. 

Hi    Mr.  Ben-Veniste.  Did  you  learn  that  President  Clinton 

iv|    had  assembled  the  White  Houac  staff  and  spoken  lo 
(hem  as  a 

1 1  oi  group  in  terms  of  trying  to  console  (hem  in  their 
grief? 

1 1 1 1  Ms.  Thomases.  Yes.  I  had  learned  that.  I  in  fact 
1 121  regretted  that  I  had  arrived  too  late  to  be  there  to 
hear 

H3|    his  statement,  and  also  to  bear  Mack  speak.  Mack 
McLarty 

I  Ul  speak.  1  did  regret  that  I  was  not  there  because  it 
sounded 

nil    as  if  it  was  sort  of  a  memorial  meeting  that  gave  some 

1 1 6|    solace. 

Ii7|     Mr.  Ben-Veniste.  Did  you  understand  that  Mr. 

Nussbaum 

I I  si    also  spoke  ai  (hat  meeting? 
Ii9|    Ms.  Thomases.  So  I  was  told. 

1201     Mr.  Ben-Veniste.  Now  do  you  recall  who  else  you  saw 

i:i|     thatdav"1 

1221     Ms.  Thomases.  I  know  that  it  is  hard  to  imagine-l 

1231    think  (he  only  people  (hat  I  specifically  remember 

seeing. 

041     because  I  was  so  focused  on  seeing  (he  President 

were  I 

1231     stopped  by  and  saw  some  of  (he  young  women  who 

had  worked 

Page  78 

1 1 1    for  me  during  (he  campaign  who  I  knew  would  have 
been  rather 

i:i    upset  a(  the  idea  of  a  suicide. 

131    I  don  t  really  remember  specifically.  I  mean,  for 

|4|    example.  I  am  sure  I  wanted  to  see  Bruce  but  I 
actually  do 

I  SI    not  specifically  remember  seeing  Bruce. 

161    Mr   Ben-Veniste.  Now  let'=  go  to  the  following  day 
"'     Did  you  have  a  conversation  with  Mr.  Nussbaum  on 
the.tnomin: 


of  the  22nd? 

Ms.  Thomases.  Yes.  I  did. 

Mr.  Ben-Veniste.  And  that  is  a  conversation  that  you 

have  described  in  some  detail? 

Ms.  Thomases.  Yes. 

Mr.  Ben-Veniste.  Did  there  come  a  time  when  you 
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1 1 1      Ms.  Thomases.  I  saw  numbers  of  people  who  were 
milling 

121    around  the  White  House  sort  of  coming  to  terms  with 
their 


hearings  that  was  found  but  never  disclosed. 
You  have  answered  that  question  in  the  negative. 
Let  me  ask  you  whether  you  have  any  knowledge 


I    '«' 

:  191 
'  1 101 
|  Mil 

1121 
I  1131 
j  hada 

|I4|    follow-up  conversation  with  Mr.  Nussbaum  in  terms 
|  of  the 
!  1 13|    procedure  that  was  employed  for  the  review  of  the 

document? 
;  H6|    Ms.  Thomases.  I  think  I  spoke  to  him  not  necessarily 
|  1 17)    that  day  but  at  some  subsequent  time  in  which  he 
]  told  me 

j  |IS|    that  be  felt  that  it  bad  gone  pretty  well,  but  I  don't 
|  think 
|  [i9i    it  was  necessarily  on  that  day. 

|20|    Mr.  Ben-Veniste.  Now.  Ms.  Thomases,  you  were 
i  asked 

1211    about  whether  there  was  some  other  writing  (nan  (he 

one  that 
1  1221    we  have  all  been  talking  about  over  these  four  weeks 

of 

1231 
,  I24| 
|  1231 

from  any 

Page  79 
HI    sr  -rce  that  any  document  or  writing  whatsoever  from 

Mr. 
,    121    Foster' s  office  was  either  destroyed  or  obfuscated  or 
i  hidden 
13 1    in  some  way  from  the  investigators? 
|4|    Ms.  Thomases.  I  have  no  knowledge  of  any 

document  that 
!5i    was  hidden  or  not  disclosed  to  the  investigators. 
161    Mr.  Ben-Veniste.  Mr.  Lindsey.  let  me  ask  you  the 

same 
|7|    question,  sir.  Do  you  have  any  knowledge  from  any 

source  as 

ISI    to  whether  any  document  in  Mr.  Foster's  office  was 
i9i    obliterated,  destroyed,  shredded,  or  otherwise  made 

1 10|    unavailable  to  the  police  in  connection  with  the 

request 

1 1 1 1    (hat  Ihej  had  made? 

1121    Mr.  Lindsey.  No.  sir.  I  do  not. 

1131    Ms.  Thomases.  I  would  just  like  to  say.  I  don't  know 

I  U|    that  e\  ery thing  was  made  available  to  them.  I  just 

don't 

1131    know  (hat  anything  was  d.   (roved  or  obliterated. 

1 16|    Mr.  Ben- Veniste   Weil  that  was  my  question- 

1171    Ms.  Thomases.  Yes. 

list     Mr.  Ben-Veniste.  -Ms.  Thomases,  whether  you  have 

|I9|    knowledge-not  direct  knowledge:  that  was  not  the 

limitation 

1201    of  my  question,  so  that  you  understand  il-whether 

j ou  have 

12(1    knowledge  from  any  source,  direct  or  indirect.  a<  to 

whether 
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|4|    Senator  Faircloth.  You  couldn't  get  her.  What  did  you 

I  SI    want  to  talk  to  her  about? 

|6|     Ms.  Thomases   1  wanted  to  find  out  how  she  was 
doing 

(71    and  how  she  was  feeling.  She  and  Vince  had 
become  very 

181    close,  and  I  was  as  her  friend.  I  was  concerned  that 
she  , 

|9|    would  be  upset. 

I  ioi    Senator  Faircloth.  Maggie  Williams  testified  that 
1 1 1 1    Hillary  Clinton  called  her  three  times,  including  a  call 
1121    pnor  to  Maggie  Williams  going  to  the  White  House, 
and  a 
II3|    call  immediately  after  Maggie  Williams  returns  from 

the 

1 14|    White  House. 

1151     As  you  know .  a  Secret  Service  agent  has  testified  he 

saw 

1 16|     Maggie  Williams  removing  documents  from  Mr. 

Foster's  office 

l  l?l    that  night. 

I  isi     Ms.  Thomases,  did  Hillary  Clinton  every  discuss 

Maggie 

•  91    Williams,  or  documents,  or  removing  them,  or  in  any 

way 

1201    discuss  Maggie  Williams,  documents,  sending 

Maggie  Williams 

I2i|    to  the  White  House  that  night,  or  what  she  talked  to 

Maggie 

1221 "  Williams  about  in  those  three  straight  calls-in  any 

way. 

|23 1    now?  Did  you  ever  discuss  with  the  First  Lady  why 

she  spent 

1241    three  calls  on  probably  the  roost  traumatic  day  of  her 

life 

I2S|    to  one  woman.  Maggie  Williams? 


In  Re:  Whitewater    August  8,  19VS  cr:  bzito.u SfiSfiSl 

when  was 

1 151    the  first  time  you  represented  the  Clintons  either 

together 

,161    or  separately  in  your  capacity  as  an  attorney? 

1 171    Ms.  Thomases.  The  first  time  I  had  any  professional 

llll    dealings,  when  they  had  asked  for  my  advice,  was 

when 

1 19]     Hillary  Clinton  worked  at  the  Rose  Law  Firm. 

1201    Senator  Faircloth.  Would  you  tell  us  what  matters  you 

1211    discussed  with  the  Clintons?  What  was  the  advice? 

What 

|22|    did  you  need  their  advice  on.  what  it  was? 

|23|    Ms.  Thomases.  As  1  said  earlier  today,  sir.  I  gave 

|24|    Hillary  Clinton  and  some  of  the  other  people  at  the 

Rose 

|23|    Law  Finn  some  accounting  advice  as  to  how  they 

could  set  up 


P«ge  132 

III     The  Secret  Service  has  testified  that  they  saw 
Maggie 

I2|    Williams  bring  in  a  stack  ot  documents  out  of  the 
office. 

131    Has  the  First  Lady  ever  discussed  that  with  you  in 

any 
i4i    way? 
151    Ms.  Thomases.  The  First  Lady  has  never  discussed 

that 
I6|    with  me  in  anyway  The  First  Lady  never  discussed 

any 
|7|    documents  with  me  on  the  night  of  Vince  Foster  s 

death,  or 

HI    in  the  days  immediately  thereafter. 

|9i    Senator  Faircloth.  Did  you  discuss  your  appearance 
here 

I  ioi    today  with  Hillary  Clinton? 
1 1 1 1    Ms.  Thomases.  I  did  not  discuss  my  opinion-my 
U5I    appearance  here  today  with  Hillary  Clinton. 
1 131    Senator  Faircloth.  Ms.  Thomases,  with  respect  to 
your 
II4|    relationship  » ith  th:  Clinton  '  s.  would  you  tell  me 
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1 1 1    their  books  so  that  the  lime  of  those  revenues  from 
those 
|2|    persons  who  were  working  on  slate  business  could 

be 
|3|    segregated  so  that  Hillary  Clinton's  earnings  would  in 
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way  reflect  the  earnings  of  the  firm  on  their  state 

business. 

Senator  Faircloth.  How  long  have  you  represented 


Clintons  on  Whitewater? 

Ms.  Thomases.  Since  the  first  quarter  of  1992. 

Senator  Faircloth.  Were  you  paid? 

Ms.  Thomases   No,  I  was  not  paid. 

Senator  Faircloth.  What  were  your  duties  in 

representing  the  Clintons  as  an  attorney  on 
Whitewater 
1131    issues? 
'  ||4|    Senator  Dodd.  Mr.  Chairman,  again  I  question  the 
>  scope 
i  1 151    of  the  area  here,  it  seems  to  me.  How  does  this  relate 

I  lo 
Il6|    the  handling  of  the  document? 

1 171    The  Chairman.  Well.  I  think  it  goes  to  the  entire- 
1 1 SI    Senator  Faircloth.  Well.  Mr.  Chairman- 
]  1 19|    The  Chairman.  Yes. 

I  |20|  Senator  Faircloth.  If  that  doesn't  relate  to  the 
I  121 1  documents,  we  are  talking  about  Whitewater 
\  documents.  If  we 

1221    cant  ask  her  what  she-when  she  represented  the 
|  Clintons- 

1  |23|    Senator  Dodd.  What  does  how  much  she  got  paid 
]  have  to 

|  |24|    do  with  the- 

|  |25|    Senator  Faircloth.  Well  that  gets  right  back  to  how 
i  Page  134 

i    |i|    intensive  her  work  was  on  the  documents. 

121    The  Chairman.  Senator.  1  am  going  to  let  Senator 

131     Faircloth  continue. 

|4|    Senator  Faircloth.  So  what  were  your  duties  in 

1 5 1    representing  the  Whitewater-as  their  attorney  on  the 
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-  Od  you  discuss  wiih  anvbodv  at  the  White 
"1  gny  way.  shape,  or  form,  the  handling  of 

s  documents,  that  is  to  say .  the  documents  thai 

Vincent  Foster  s  office  a!  the  tune  of  his  death'1 
Ms  Thomases    You  knew.  I  had  a  conversation 

^K,  Bemie 

Niisstemm  about  how  he  was  going  to  handle  the 

documents.    I 

,51    discussed  that  with  htm    He  told  me  how  he  was  going 

to  do 

lidl    it  the  week  before    That  is  the  sole  discussion  I 

remember 

1 1 71    having  on  that  subject. 

nil  Mr  ChenofT    Did  you  have  a  discussion  with  the 

First 

liv|    Lady  about  that  subject'' 

13)1  Ms  Thomases    I  do  not  ever  remember  discussing 

the 

;i  i    documents  with  the  First  Lady 

1221  Mr   Chertolf    When  you  say  you  don  t  remember. 

are  you 

,231    unprcpareS  to  simply  tell  us  you  never  had  a  discussion 

iike 

Ml    that0 

151  Ms.  Thomases    I'm  saying  that  at  the  time 

proximate  to 

'.  Page  4b 

1 1 1    Vince  Foster's  death  I  do  not  believe  I  had  a 
.onversation 

121    with  Hillary  Clinton  about  any  documents 
131  Mr  ChenofT.   You  say  at  the  tune  proximate  to  his 

Mi    death. 

151  Did  you  have  a  conversation  with  her  at  any  time 

iboui 

ioi    the  handling  of  the  documents  ever'' 
|7|  Ms  Thomases.   I  might  have  in  some  subsequent 

lines  but 

III    I  do  not  believe  thai  t  ever  rlmrwrl  them  with  her  at 
hat 

Wl    time,  or  anyone  proximate  to  that  tune 
ioi  Mr.  ChenofT    What  was  the  discussion  that  you  had 

*ith 

ill    her  at  some  other  time  about  the  documents'1 
!2I  Ms  Thomases    It  probably  was  in  the  context  of 

best 

i3l    hearings 
4  Mr.  ChenofT.   You  mean  you  \  e  discussed  it  with 

151    since  the  hearings  have  begun? 

ioi  Ms.  Thomases.   No.   But  you  know,  just  when  it 

was 

i  71    raised  that  I  was  coming  down. 

mi  Mr.  Chenoff.  So  you  talked  to  her  personally  about 

mi    your  coining  down  to  the  hearings? 

3)1  Ms.  Thomases.  This  was  way  back  when,  before 

ne  first 

:il    heannit. 


131 
come 


Mr.  ChenofT    Back  in  the  summer'' 

Ms.  Thomases.   Yes. 

Mr.  ChenofT.   What  was  the  discussion0 

Ms  Thomases.   Just  that  I  was  going  to  have  to 
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III  down,  and  that  I  didn  t  think  that  I  had  very  much 

'2|  interesting  to  telJ  you.  that  you  were  still  going  to  ask  me 

Ml  the  questions  because  you  felt  the  need  to  ask  me  the 

i4i  questions 

I5|  Mr.  ChenofT    Did  you  have  a  discussion  with  Mrs. 

|o|  Clinton  before  you  came  down  to  the  first  set  of  heanngs 

|7|  about  the  telephone  calls  you  two  had  had  between 

each  other 

181  during  the  days  after  Mr.  Foster's  death? 
|9|  Ms.  Thomases.    No.  we  did  not  dismiss  that 

I  ioi  Mr.  ChenofT.   Did  you  make  an  effort  to  refresh 

1 1 1 1  recollection  about  that? 

|I2|  Ms.  Thomases.   No.  I  did  not. 

I  ■  3|  Mr.  ChenofT    There  came  a  point  in  time  when  you 

were 

I    Ii4  asked  to  produce  records  concerning  calls.    Did  you  ask 

her 

{    |I5|  whether  she  had  am  records  thai  might  help  vou  to  pui 

:    I  ioi  together  the  sequence  of  calls  on  the  days  that  we've 

1171    looking  at? 

Iisi  Ms.  Thomases.   No.  I  did  not. 

1 19|  Mr.  ChenofT.  One  of  the  points  that  we're  struggling 

13)1    with  here.  Ms.  Thomases,  is  the  whole  question  of 

documents. 

1211    trvine  to  find  documents     An  issue  has  arisen  about 

certain 

1221    documents  that  involve  not  Whitewater  specifically  but 

the 

|23|    Madison  Guaranty  Bank  and  the  work  (hat  was  done  by 

(he  Rose 

I24i    Law  Firm  at  the  Madison  Guaranty  Bank. 

1251  You  had  worked  on  that  issue  during  (he  course  of 

tte 

Page  48 
HI   campaign,  is  that  correct? 
i:  i  Ms.  Thomases.   For  a  bnef  period. 

j      |3|  Mr.  Chenoff.   You  were  aware  of  (he  fact  that  there 

I    was 

I      |4|    a  point  in  time  in  1992  during  the  campaign  that  there 
I    were 

i      isi    questions  being  raised  about  the  amount  of  work  and 
j    Ihetype 

|6|   of  work  that  Mrs.  Clinton  had  done  on  behalf  of  Madison 
|      1 7i    Guaranty .  correct? 

Ill  Ms.  Thomases.   Yes. 

|9|  Mr.  ChenofT.  You  understood  that  in  connection 

with 

1 10|    that,  it  would  be  of  great  interest  and  importance  to 
know. 

in     to  look  at  her  time  records,  her  tune  sheets,  and  her  bills. 
1121    correct? 
1 13|  Ms.  Thomases.  Could  you  repeat  that  quesoon? 
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[19|    but  you  don't  recall  a  bemg  near  the  one  cf  the 
[20|    discovery? 

pi)  A  Yes. 

P2J g  Did  Mr.  Nussbaum  indicate  to  you  shatter  or 
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[1|  not  there  was  anything  embarrassing  to  the  Firs 

pi  Family  or  the  White  House  in  Mr.  Foster's  handwrmen 

PI  note? 

[4]  A  In  bet,  he  don't  teQ  me  exactly  what  was 

[5]  in  the  note  when  he  told  me  about  the  note,  but  he 

(6)  to4d  me  that  if  s  all  the  land  al  things  that  -• 

m  there  was  no  surprises. 
[%]  Q  And  I  just  warned  lobe  a  lade  mare 

19)  specific  m  the  quesaon.   Did  you  and  he  discuss 

|!0|  whether  or  not  there  was  anythmg  embarrassing  to  the 

[Ml  First  Family  or  to  the  administration  in  Mr.  Faster'* 


note? 


A  We  didn't  specaScaBy  dncuss  that,  but 
bk>  saying  that  tfaeie  s  no  surpnses  anpfad  to  me  - 

Q  It's  implicit? 
A  Yes. 

Q  Even  though  you  duti't  discuss  e,  at  least 
(II)   you  implied  that  to  be  the  case? 
|19|  A  Yes. 

m  MR.  JOHNSON    Richard,  I  realize  you  deed 

CH    to  go  and  I  think  I'm  generally  egmnha  on  thu 
[221    topic,  ahhmigh  ■  we've  ffiTrrl,  1'U  have  aams 
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111  more  general  questions  of  a  wn|MB  nature. 

m  MR  BEN  VENISTE  Are  they  the  usual  Kip 

PI  Johnson  wnp-up  ones? 

(41  MR  JOHNSON:  The  tuual,  which  if 

1 51  Ma.  Thomases  knew  - 

[61  MR  BEN-  VEN1STE  Call  upon  the  witness  to 

[71  do  all  the  work. 

[Si  EXAMINATION 

|9|  MR  BEN-VENJSTE; 

(10)  Q  Ms.  Thomases,  my  name  is  Richard 

[11]  Ben-Vemste,  and  I'm  special  counsel  to  the  Minority 

[I2|  of this  committee  La  me  just  ask  you  a  few 

(13)  questions  regarding  areas  that  Mr  Johnson  covered, 

[14]  the  firs  of  which  is  your  rrrvueaian  cf 

[15]  Mr.  Nussbaum's  statement  about  nod  he  known  then 

(161  Mr.  Foster's  office  would  be  considered  a  crane 

[171  scene,  he  might  have  acted  differently. 

Ill)  Was  that  statement  made  in  a  joking  or 

[19]  other  manner? 

(20|  A  h  was  far  -  it  was  a  statement  that  was 

121]  made  after  he  already  left  the  While  Houst 

[22] Q  I  know  that  you  are  not  a  trial  lawyer  or 
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(I)  much  less  a  crirninal  lawyer,  but  did  you  have  any 

pi  reason  to  believe  that  Mr.  Foster's  office  was 

PI  considered  by  anybody  as  a  crane  scene? 
[4|  A  No. 

IS]  Q  So  did  you  take  his  remark  to  mean  that 

(6|  people  were  treating  the  issue  as  though  Mr.  Foster's 

[7]  office  were  a  crane  scene,  but  that  was  not  really 

[Si  the  case? 


|10) 


AExacoy.  He  was - 

Q  These  things  are  not  reflected  on  the 


Hi!    record  and  sometimes  warrant  some  dardymg. 

[12]  A  Thank  you  for  clarifying. 

[131  Q  With  respect  to  conversations  with 

|14|   Mr.  Nussbaum  on  the  22nd  cf  July  prior  to  the  tone 

[IS]    thai  you  Left  to  return  to  Mew  York  Cay.  I'd  like  w 

[16]  focus  an  the  process  in  the  While  House  Airing  those 

(17)  first  six  months  or  so  cf  ate  admaustraacn  in  terms 

[181   of  whether  issues  were  discussed  by  mdMOuals  in 

|19|   die  west  wing  who  did  not  necessarily  have  the 

(20|    responsibility  for  making  decisions  on  those  issues. 

PI  Can  you  give  us  same  idea  of  the  process 

[221    that  went  on  in  the  west  wing  when  an  issue  was 

Page  123 
|1)   thrown  an  the  table  for  divuttion?  And  I'm  going  to 
PI   ask  you,  then,  about  speajficaOy  with  respect  to  an 
PI    issue  like  the  appearance  of  the  Park  Police  at  the 
|4|    What  House. 

151  A  While  I  was  at  the  White  House,  almost  at 

[6]   some  time  every  Wednesday  I  was  not  there  enough 
to 

|7]   know  what  you  are  desuibiug. 
(!|  Q  The  nation  that  people  might  be  considered 

|9|   or  people  might  be  ditruaing  a  particular  issue, 
1 10)    would  that  strike  yof  as  being  inconsxsien  with  your 
Mil    imderstanding  efthe  way  the  Clinton  Admimaraaon 
|12|    was  operating  at  that  point,  Aat  there  were  people    , 
113]    who  might  be  involved  m  discussing  issues  where 

(14)  they,  in  fact,  were  not  the  decisionmakers? 

(15)  A  My  opinion  is  that's  how  the  press  has 
H6|   fhssartriiswl  it,  but  I  don't  know  whether  that,  in 
117)   fact,  8  the  way  - 

(IS)  Q  Did  Mr  Nussbaum  tell  you  m  your 

1191    conversation  with  hen  an  the  22nd  what  it  was  the 

1201    police  were  actually  searching  for? 

(zi|  A  He  did  not 

|22| Q  In  view  afyour  assessing*  of 


Page  126 
Mr.  Nussbaum's  emotional  reaction  to  Mr.  Foster's 
death  in  those  days  immediately  followmt  the 
suicide,  could  you  describe  what  your  mental 
impression  was  of  his  suae  cf  mind  at  that  point? 

A  Fin  not  into  -  if  s  just  not  my  style  to 
speculate  on  Bemie  Nussbaum's  state  of  rruml 

Q  Did  you  get  any  impression?  I'm  not  asking 


III 

121 

PI 

1*1 

151 

161 

171 

[8|   you  to 

|9|  A  I  mean,  he  was  sad.  He  was  sad.  He  had 

1 101   not  been  Voice  Foster's  friend  when  he  first  came  to 
|ll|    work  at  the  White  House  counsel's  office,  and  he  feK 
|12|   tbat-they  bad  become  quae  dose,  and  so  he  fiat  a 
|13|    certain  guut  that  harmg  worked  »  closery  with  him. 
|I4|    that  he  had  not  noticed  he  slate  of  mind,  but  that 
1 1 3|    may  be  me  just  projecting  ori  nan. 
1161  Q  Was  dtere  a  point  where  you  looked  back 

1171    over  your  contact  wah  Vincent  F aster  over  the  davs 
I  HI   and  weeks  immediately  preceding  rus  death  and 
(I9|    revurwed  whether  there  were  arry  statements  that  he 
(S>  |    made  to  you  about  matters  that  he  was  working  on  that 
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EH   you jHr  he  took  more  seriously  than  they  warranted? 
C2|  A  1  think  he  wag  -  the  whole  gfoajjagjoii 
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eqierinee,  physically  moving  here  and  everything 

not  what  he  had  hoped  it  would  be. 

(2  La  me  ask  vou  specifically  about  the 
travel  office  investigation.   Did  Mr.  Foster  iniicate 
to  you  in  .substance  that  he  was  troubled  by  the  way 
that  investigation  had  singled  out  people  that  he 
knew  personally? 

A  Yes,  he  had  expressed  to  me  on  occasion 
that  he  was  troubled  by  the  travel  office,  not  so 
much  that  it  had  singled  out  people  who  were  dose 

hen,  but  just  that  the  whole  thing  was  not  -  had  not 

been  a  happy  experience. 

Q  Did  it  seem  lo  you  that  -  let  me  ask  this 
I  Ml    question  in  a  very  neutral  way.  Did  you  form  an 
IIS)    impression  about  whether  he  was  asmbing  to  the 
|16|    matters  surrounding  the  travel  office  matter  an 
|171   importance  beyond  what  you  might  have  regarded  as 
1 18|   reasonable?  Was  he  taking  it  loo  hard? 
|i9|  A  He  saw  it  n  me  canted  of  work,  that  it 

I20|   was  going  to  mean  a  lot  more  work  and  that  he  dkkt't 
|2l|   bare  the  mauuuwu  and  the  resources  to  necessarily 
[22|   hands;  the  amount  of  work  that  went  with  it  That  L 


HI 
was 

i2l 
01 
HI 
151 
|6| 

m 

[81 

m 

1 101 
to 

[111 

1121 

1131 


Page  128 

Ml  the  context  bi  which  he  spoke  about  it,  you  know, 

|2|  that  if,  bi  foot,  there  were  a  Congressional 

PI  iumligatinn,  mat  it  would  mean  more  work. 
|4|  Q  Did  Mr.  Foster  ever  express  to  you  any 

|5|  concern,  personal  concern  about  any  aspect  of  what  he 

|6[  was  working  on  with  respect  to  Whitewater  in  the 

[71  weeks  or  months  prior  to  his  death? 
[l|  A  You  mean  Whitewater,  the  transaction? 

[91  Q  Right,  other  than  what  you've  testified  to 

lioi  here  today. 
|l)|  A  No. 

|I2|  Q  What  I'm  trying  to  get  to  is  whether 

|I3|  Mr.  Foster  said,  in  words  or  substance,  this  is 

114)  horrible,  this  is  terrible,  I  can't  bear  this,  this 

|I5|  is  going  to  be  so  awful,  did  he  say  anything  that 

[161  would  give  you  the  impression  that  the  Whitewater 

|I7|  investment  as  it  related  to  the  tax  returns  or  to  the 

118]  disclosure  materials  he  might  have  been  working  on, 

[19|  was  of  grave  concern? 

|20|  A  He  CAuressul  no  grave  concern  about  h.  It 

|2l|  was  not  an  issue  that  he  identified  as  having  - 

|22|  causing  ban  concern,  grave  concern  or  anxiety  or 
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Ml  whatever. 

|2|  Q  When  you  described  what  Mr.  Nussbaum  said 

[3|  he  intended  to  do  vis-a-vis  protecting  the  various 

|4|  interests  involved  in  the  documena  in  Mr.  Foster's 

|S1  office,  and  how  he  might  disburse  those  materials 

I6|  ultimately,  you  indicated  that  he  had  intended  or  he 

[7|  said  he  was  intending  to  send  the  materials  to 

|8|  Mr.  Kendall 


[91  Now,  1  wonder  ■whether  you  are  telescoping 

(10|  information  that  ym  have  later  learned  into  that 

[111  conversation  on  Jte  22nd  because  1 11  tell  you 

[I2|  frankly  that  I've  heard  no  one  mention  that 

113]  Mr.  Kendall  was  resolved  in  representing  the  Qintons 

[14|  up  to  that  point  and  the  information  that  we  have 

[151  heard  involved  another  partner  at  Williams  <£ 

[16|  ConnoBy? 

|17|  A  Weil,  I  may  have  telescoped  it  I'm  not  - 

iisi  I  may,  hut  it  was  Wafcams  St  Connolly.  He  may  not 

1191  have  been  the  parrinaar  lawyer  at  WHSams  & 

(20|  Connolly,  but  I  know  be  intended  to  transfer  the 

I2i|  documents  to  WDaoms  4  Connolly.  So  if  I  made  a 

[221  mistake,  I  correct  it 

Page  130 
[l|  Q  Do  you  hate  any  knowledge  from  any  source 

[2|  whatsoever  that  any  note  or  other  writing  explaining 

PI  his  reasons  far  sutade  was  not  turned  over  to  law 

[4)  enforcement  authonaes? 
[51  A  I  have  no  kuuw  ledge  of  any  note,  any 

[6i  writing  that  wwawi,  that  does  exist  currently  that 

[7|  has  not  been  handed  over  to  law  enforcement 

(8|  authonbes. 

[91  Q  Do  you  haw  any  knowledge  from  any  source 

[10|  that  materials  from  Mr.  Foster's  office  were 

[111  surreptitiously  removed from  that  office? 
|I2|  A  No,  I  have  no  such  knowledge. 

[13|  MR.  BEN-VENISTE  I  have  nothing  further  it 

|I4|  this  one.    Cm  we  go  off  the  record  for  »  second. 
[15|  (Discussion  off  the  record.) 

(16)  EXAMINATION 

[17|  BY  MR.  JOHNSON: 

[181  Q  Let  me  follow  up,  real  quiddy, 

[191  Ms.  Thomases,  on  something  Mr.  Ben-Veniste  raised 

[20|  In  your  conversation  with  Mr.  Nussbaum,  whether  or 

[21|  not  it  was  Mr.  Kendall,  you  did  discuss  that  some 

[221  documents  would  be  sent  to  Williams  <&  Connolly;  is 
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|l|  that  correct? 

(21  A  That's  what  I  befieve  I  heard. 

pi  Q  And  this  was  before  the  review  of  the 

[4)  documents  that  took  place  in  Mr.  Foster's  office;  is 

|51  that  correct? 

[61  A  Again,  I  may  have  telescoped  my  subsequent 

(71  conversation  with  Bernard  after  the  documents  were 

[8i  looked  at  into  that  conversation  before  the 
document: 

|9|  were  looked  at 

(10|  Q  Focusing  an  the  one  that  took  place  before, 

(111  did  Mr.  Nussbaum  indicate  to  you  that  there  were 

[12!  going  to  be  documena  sera  to  the  Clintons' 

|I31  attorneys? 
|i4i  A  Yes. 

1151  Q  Do  you  have  any  indication  of  7how 

[16|  Mr.  Nussbaum  knew  there  would  be  documents  in 

117)  Mr.  Foster's  office  thai  should  be  sent  to  the 

[18[  Clintons'  personal  attorneys? 

Il9|  A  I  think  that  Mr.  Nussbaum  must  have  known, 

(20|  as  I  old,  that  Mr.  Foster  had  been  working  on  tic 
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I  havt  iobi  further  question*  pertaining  to  the  HcDougal/ 
lnton  relationship.  I  thought  it  best  to  put  thea  in  writing 
do  not  know  what  ay  deadline  i»,  but  Z  think  we  both  should 
operate  on  the  assumption  that  I  wll.  need  answer*  by  6  pm  today. 
If  that  change*  I  will  let  you  know  a*  soon  a*  I  know. 

Marlin  Jackson,  the  banking!  commissioner  In  1983,  told  a*  he 
warned  Mr.  Clinton  that  year  about  shoddy  practices  by  HcDougal 


,j*nd  his  bank,  Madison  Bank  and 

ainst  the  bank.  This  was  one 

loan  out  of  the  bank,  he  said. 
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Trust  in  connection  with  an  action 
reaeon  the  Clintons  moved  their 
What  does  Mr.  Clinton  remember 
about  this?  Should  It  have  given  him  pause  about  continuing  hi* 
daaVlaas  with  Mr  McOougal?    I    | — — 

You  have  said  that  Hillary  recalls  the  Madison  account  being 
brought  Into  the  Rose  fira  by  Kick  Hassey.  McOougal  says  It  eaa* 
after  a  request  froa  Mr.  Clinton,  who  dlacusaed  it  in  Mr. 
McOougal's  office,  aentloning  the  couple's  need  for  financial 
help.  By  Mr.  McOougal's  account,  Hillary  came  by  a  few  hours  , 
latex— sma  aiscussed  a  retainer  arrangement  with  Mr.  McDougalv.  Do 
elttner  of  the  Cllntona  have  any  recollection*  concerning  this? 
iic.t^'ittf^b  /Mr.  HcDougal  hat  also  said  Gov.  Clinton  requested  help  in 

tiring  his  campaign  debt  in  1964,  reeultlng  In  a  dinner,  which   .~  ''■'• 
lyiu  said  you  had  conflraed.  Is  there  anything  more  you  want  to  Lj"  ~^^^j 
add  about  this,  in  light  of  the  questions  raised  one  year  earlier 
by  Jackson  about  McOougal? 

The  Clintons  say  they  lost  $25,00Jl_-in  Whitewater?  Do  you  have 
any  document  to  back  that  up  andTTf  so  could  I  have  a  copy?  If 
that  can  be  deaor.strared,  I  would  very  aught  like  to  do  so  in 
print. 
n  At  I  told  you  last  week  McOougal  -sserts  that  his  wife  1*  out 

$«0,000  and  he  says  his  losses  are  soaewhat  greater  than  rtit.  Be  _ 

has  not  produced  any  docuaent  to  back  that  up,  but  the  documents    ^y  f--^. 
I  \have  reviewed  suggest  he  was  subsidising  Whitewater  through    ispi*--'1' 
loans  and  payaents  to  a  far  greater  extent  than  the  Clintons .\Can  C?-^ 
1  see~-any  othei  ducuaanls  you  have  on  this  Issue?      "     \   TucV^  ''•- 

The  -luck*  *tubs  we  both  have  reviewed  show  repeated       \ 

ioverdt»'f*  in  Whitewater's  account  at  Madison.  Were  the  Clintons\ 
rioaware  nt   this?  Do  you  have  evidence  that  Whitewater  paid  any  kin_d\ 
iof  ijxt«re«t  uc  fee  in  connection  with  the  overdrafts? — ^*- 
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WEDNESDAY,  MAY  15,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  9:30  a.m.,  in  room  216  of  the  Hart  Senate 
Office  Building,  Senator  Alfonse  M.  D'Amato  (Chairman  of  the 
Committee)  presiding. 

OPENING  COMMENT  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  The  Committee  will  come  to  order. 

Mr.  Norton,  Mr.  James,  would  you  please  stand  for  the  purpose 
of  taking  the  oath? 

[Witnesses  sworn.] 

The  Chairman.  Mr.  Norton,  Mr.  James,  do  you  have  any  state- 
ment that  you  would  like  to  give  at  this  time  to  the  Committee? 

SWORN  TESTIMONY  OF  GAINES  B.  NORTON,  JR. 
CERTIFD3D  PUBLIC  ACCOUNTANT 

Mr.  Norton.  No,  sir. 

SWORN  TESTIMONY  OF  CHARLES  E.  JAMES 
ACCOUNTANT 

Mr.  James.  No. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Mr.  Norton,  you're  an  accountant? 

Mr.  Norton.  Yes. 

Mr.  Chertoff.  You  prepared  or  helped  prepare  the  Clintons'  per- 
sonal tax  returns  for  a  period  of  years  in  the  late  1970's  and  early 
1980's? 

Mr.  Norton.  That's  right. 

Mr.  Chertoff.  What  were  the  tax  years? 

Mr.  Norton.  1977  through  1983. 

Mr.  Chertoff.  When  you  put  together  the  returns,  where  did 
you  get  the  information  you  used  to  prepare  the  returns? 

Mr.  Norton.  From  the  President  and  Mrs.  Clinton. 

Mr.  Chertoff.  They  gave  you  the  underlying  documents,  or  did 
they  give  you  summaries  on  paper? 

(3103) 
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Mr.  Norton.  Summaries. 

Mr.  Chertoff.  Mr.  James,  you  are  an  accountant  also? 

Mr.  James.  Yes,  sir. 

Mr.  Chertoff.  Were  you  the  accountant  for  James  and  Susan 
McDougal  for  a  period  of  time? 

Mr.  James.  Yes,  sir. 

Mr.  Chertoff.  You'll  have  to  move  the  mike  a  little  closer. 

For  what  period  of  time? 

Mr.  James.  I  started  in  1976  and  I  did  it  to  approximately  1986. 

Mr.  Chertoff.  All  right,  Mr.  Norton,  I  would  like  to  turn  to  you 
first,  and  I  would  like  to  direct  your  attention  to  the  period  of  time 
in  approximately  1978.  Were  you  called  to  a  meeting  by  Bill  Clin- 
ton with  respect  to  a  particular  investment  in  a  project  that  we 
have  come  to  know  as  Whitewater? 

Mr.  Norton.  I  was. 

Mr.  Chertoff.  It  was  Mr.  Clinton  who  asked  you  to  come  to  the 
meeting? 

Mr.  Norton.  It  was. 

Mr.  Chertoff.  Where  was  the  meeting  held? 

Mr.  Norton.  It  was  in  an  office  on  Cantrell  Avenue.  And  I  don't 
remember  the  exact  address,  but  I  believe  it  was  Jim  McDougal's 
office. 

Mr.  Chertoff.  That  would  be  in  Little  Rock? 

Mr.  Norton.  In  Little  Rock. 

Mr.  Chertoff.  What  did  Mr.  Clinton  tell  you  was  the  reason  he 
wanted  you  to  come  to  the  meeting? 

Mr.  Norton.  He  wanted  me  to  look  at  an  investment  he  was 
making. 

Mr.  Chertoff.  And  did  he  tell  you  who  was  going  to  be  at  the 
meeting? 

Mr.  Norton.  Other  than  Jim  McDougal,  that's  all  he  told  me.  It 
was  going  to  be  himself  and  Jim  McDougal. 

Mr.  Chertoff.  Besides  yourself,  Jim  McDougal,  and  Mr.  Clinton, 
was  there  anybody  else  at  the  meeting? 

Mr.  Norton.  There  was  another  person. 

Mr.  Chertoff.  Who  was  that? 

Mr.  Norton.  I  have  no  memory  of  his  name. 

Mr.  Chertoff.  Was  it  an  accountant? 

Mr.  Norton.  My  memory  is  that  it  was  an  accountant. 

Mr.  Chertoff.  An  accountant  representing  Mr.  McDougal? 

Mr.  Norton.  That's  right. 

Mr.  Chertoff.  Mr.  James,  were  you  the  person  who  was  at  the 
meeting? 

Mr.  James.  Sir,  I  do  not  recall  being  there. 

Mr.  Chertoff.  Do  you  know  whether  Mr.  McDougal  had  another 
accountant  that  he  worked  with  from  time  to  time? 

Mr.  James.  No,  sir,  I  don't  know. 

Mr.  Chertoff.  All  right.  So  I  guess  that  person  will  remain  un- 
identified. Would  you  tell  us  what  was  discussed  at  this  meeting, 
Mr.  Norton,  between  yourself,  Mr.  Clinton,  Mr.  McDougal,  and  Mr. 
McDougal's  accountant? 

Mr.  Norton.  Would  it  be  easier  if  I  just  recounted  what  I  re- 
member of  the  meeting? 

Mr.  Chertoff.  Yes. 
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Mr.  NORTON.  Mr.  McDougal  described  a  transaction  that  he  and 
President  Clinton  were  going  to  invest  in  a  piece  of  land  in  North 
Arkansas,  and  that  land  would  be  subdivided  and  sold  off  in  pieces 
for  a  profit,  to  make  money  out  of  it.  And  that  it  would  be  struc- 
tured in  an  S  corporation,  a  corporation  elects  subchapter  S  status. 

Mr.  Chertoff.  Did  they  tell  you  where  they  were  going  to  get 
the  money  for  the  investment? 

Mr.  Norton.  They  said  it  would  be  borrowed,  100  percent  of  it 
would  be  borrowed. 

Mr.  Chertoff.  Did  they  have  a  desire  to  arrange  this  trans- 
action so  that  even  though  they  were  going  to  use  100  percent  bor- 
rowed money,  they  would  immediately  be  able  to  take  tax  deduc- 
tions on  a  personal  basis? 

Mr.  Norton.  That's  right. 

Mr.  Chertoff.  Now  when  you  heard  about  this  plan  to  structure 
it  this  way,  to  be  able  to  take  personal  deductions  based  on  100 
percent  borrowing,  what  did  you  say  in  the  meeting? 

Mr.  Norton.  When  Mr.  McDougal  explained  that  there  would  be 
no  equity  in  the  company  by  the  individual  shareholders,  and  that 
the  corporation  would  borrow  100  percent  of  the  purchase  price,  I 
asked  him  if  there  would  be  startup  losses  the  investors  intended 
to  take  on  their  individual  returns,  and  he  said,  yes.  I  asked  what 
would  be  used  as  tax  basis. 

Mr.  Chertoff.  What  was  the  reason  you  needed  to  know  what 
the  tax  basis  would  be?  I  mean,  what  would  be  the  relationship  be- 
tween that  and  the  ability  of  the  Clintons  let's  say  to  take  tax  de- 
ductions? 

Mr.  Norton.  Well,  in  order  for  me  to  prepare  the  Clintons'  tax 
return,  if  there  was  startup  losses  flowing  through  to  them  individ- 
ually, I'd  have  to  know  whether  they  individually  had  tax  basis  in 
that  S  corporation  in  order  to  take  those  losses. 

Mr.  Chertoff.  What  did  Mr.  McDougal  say  that  their  tax  basis 
would  be? 

Mr.  Norton.  Guaranteed  debt. 

Mr.  Chertoff.  What  was  your  response  to  that? 

Mr.  Norton.  I  told  them  that  you  could  not  use  as  individual 
shareholder  tax  basis  in  an  S  corporation. 

Mr.  Chertoff.  That  would  not  be  proper  under  the  tax  lav/s? 

Mr.  Norton.  Would  not  be  proper  tax  basis  so  they  couldn't  indi- 
vidually take  the  tax  loss. 

Mr.  Chertoff.  Then  did  Mr.  Clinton  say  something  to  you? 

Mr.  Norton.  Well,  then  there  was  an  exchange  between  Mr. 
McDougal  and  myself  concerning  that  issue,  and  the  accountant 
that  was  there  actually  had  said  that  he  thought  for  sure  there 
were  some  regulations  that  allowed  you  to  use  guaranteed  debt. 

At  that  time,  Mr.  Clinton  asked  me  to  step  out  of  the  room,  and 
the  two  of  us  stepped  out.  He  said  that  this  was  a  partnership  be- 
tween he  and  Mr.  McDougal.  Mr.  McDougal  was  the  lead  partner 
on  it.  It  was  his  deal  and  that  he  had  to  listen  to  what  his  partner 
said  and  that  he  had  to  rely  on  his  partner  to  structure  it  tax-wise 
properly,  and  that  I  was  to  back  off  and  leave  the  issue  alone. 

Mr.  Chertoff.  So  when  you  raised  a  red  flag,  so  to  speak,  about 
the  way  Mr.  McDougal  was  proposing  to  structure  this  deal,  Mr. 
Clinton  basically  pulled  you  outside,  said  that  he  wanted  to  rely  on 
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his  partner,  Jim  McDougal,  and  he  told  you  specifically  to  back  off 
and  leave  it  alone? 

Mr.  Norton.  That's  right. 

Mr.  Chertoff.  I  take  it  you  followed  his  instructions? 

Mr.  Norton.  I  kept  my  mouth  shut. 

Mr.  Chertoff.  Now,  Mr.  James,  since  you  knew  that  this  was 
a  100  percent  borrowed  money  deal,  no  money  coming  out  of  the 
pockets  of  the  investors,  did  you  know  the  same  thing  about  this 
Whitewater  deal?  Did  you  know  it  was  going  to  be  100  percent  bor- 
rowed money,  no  equity  or  no  personal  money  out  of  the  investors' 
pockets? 

Mr.  James.  I  did  not  have  anything  to  do  with  the — before  it  was 
incorporated. 

Mr.  Chertoff.  Well,  I  want  to  put  a  set  of  facts  before  you  gen- 
tlemen to  see  whether  either  of  you  can  shed  light  on  another  pecu- 
liarity that  arises,  another  inconsistency  that  arises  with  respect  to 
the  startup  of  this  investment.  I  mean,  I  think  we've  established 
for  you,  Mr.  Norton,  that  Mr.  Clinton's  philosophy  in  this  was  he 
wanted  specifically  to  rely  upon  Mr.  McDougal  to  structure  this. 
When  you  raised  issues  or  questions  about  the  propriety  of  Mr. 
McDougal's  approach,  his  word  for  or  his  instruction  to  you  is  to 
back  off  and  leave  it  alone.  He  kind  of  averted  his  eyes  from  it. 

Another  question  has  arisen  as  to  how  active  Mr.  Clinton  was  in 
obtaining  the  original  financing.  As  recently  as  the  last  few  weeks, 
the  President  testified  in  the  trial  in  Little  Rock,  by  way  of  video 
tape.  He  was  asked  certain  questions  about  whether  he  had  been 
involved  in  initiating  this  100  percent  financing  that  you've  been 
talking  about. 

I  want  to  read  to  you  from  pages  58  and  59,  and  pages  61  and 
62,  of  his  testimony,  which  we'll  put  before  you  in  a  moment.  We 
have  someone  sitting  behind  you  getting  it.  These  are  questions  to 
the  President  in  the  trial  in  Little  Rock.  At  line  23: 

Question:  Well,  did  you  ever  initiate  or  undertake  an  active  role  in  obtaining  the 
financing  for  Whitewater  Development  Corporation,  itself? 

Answer:  No,  sir,  I  did  not. 

Then  as  we  move  on  to  page  61,  the  question  is  put  again,  even 
more  specifically.  At  line  18: 

Question:  Did  you  ever  know  or  meet  a  Harry  Don  Denton  that  worked  at  Union 
National  Bank? 

Answer:  I  know  who  Don  Denton  was.  I'm  not  sure  I  met  him  at  that  time  or 
whether  he  was  the  loan  officer  on  the  note. 

Question:  Did  you  have  anything  to  do  with  acquiring  the  initial  financing  from 
Union  National  Bank? 

Answer:  I'm  not  sure.  I  might  have,  because  I  had  some  friends  who  worked  there 
and  I  knew  the  people  who  owned  the  bank,  but  I'm  not  sure. 

So  that's  a  something  of  a  kind  of  a  change  of  the  position. 

But  then  when  we  go  to  the  testimony  of  Mr.  Denton  before  this 
Committee,  just  last  week,  Mr.  Denton  gave  a  much  fuller  picture 
of  Mr.  Clinton's  role  in  obtaining  some  of  this  100  percent  financ- 
ing; in  particular,  the  financing  of  the  downpayment  which  was 
used  as  the  leverage  to  get  the  rest  of  the  loan.  This  is  now  at  page 
23  of  our  hearing  testimony,  which  I'll  put  before  you  in  a  moment. 

We  have  Mr.  Clinton  testifying  that  he  didn't  really  have  an  ac- 
tive role,  or  at  least  he  wasn't  sure  he  had  any  kind  of  active  role 
in  getting  the  financing,  although  he  did  recognize  Mr.  Denton's 
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name.  Then  Mr.  Denton  was  asked  the  following  question,  and  I 
might  add,  before  we  had  received  or  knew  what  the  President's 
testimony  was.  At  page  23,  line  17: 

Mr.  Chertoff.  Now  were  you  told  by  the  emissary  from  the  owner  of  the  bank 
why  the  owner  of  the  bank  wanted  you  to  grant  this  loan  to  the  McDougals  and 
the  Clintons? 

Mr.  Denton.  I  was  informed  that  the  basis  of  the  loan  was  Bill  Clinton,  who  was 
described  at  that  point  as  an  up  and  coming  political  star,  a  rising  star  in  the  State 
of  Arkansas. 

Mr.  Chertoff.  So  you  were  told  that  the  owner  of  the  bank  wanted  you  to  make 
the  loan  because  it  was  to  a  group  that  included  Mr.  Clinton,  and  Mr.  Clinton  was 
viewed  as  having  good  political  prospects.  Is  that  right? 

Mr.  DENTON.  That  is  accurate,  yes. 

Mr.  CHERTOFF.  Had  you  not  gotten  that  instruction,  would  you,  in  your  capacity 
as  a  bank  officer,  have  approved  an  unsecured  loan  to  Mr.  McDougal  and  to  Mr. 
Clinton  and  their  wives? 

Mr.  Denton.  No. 

So  we  have  Mr.  Denton's  story  which  is  to  some  degree  different, 
and  suggests  that  not  only  was  Mr.  Clinton  an  active  participant 
in  obtaining  the  financing,  but  that  at  least  with  respect  to  that  20 
percent  downpayment  or  the  $20,000  downpayment,  he  was  the 
principal  instrument  of  getting  that  financing. 

Then  we  took  the  deposition  of  one  of  the  two  people  who  Mr. 
Denton  had  identified  as  the  emissary  who  asked  him  to  make  the 
loan  to  Mr.  Clinton.  That's  Paul  Berry.  Mr.  Berry  is  a  former  room- 
mate of  Mr.  Clinton  and  someone  who  knew  Mr.  Clinton  quite  well. 

This  is  what  Mr.  Berry  said  at  page  35  of  his  deposition,  which 
was  taken  just  a  couple  of  days  ago  with  respect  to  how  it  is  that 
this  $20,000  loan  was  obtained  on  behalf  of  the  Clintons  and  the 
McDougals.  This  was  an  unsecured  loan,  meaning  there  was  no 
property  used  as  collateral  for  it.  Mr.  Berry  is  the  person  that  Mr. 
Denton  identified  as  having  asked  him  to  make  the  loan  or  having 
brought  the  request  for  the  loan  to  his  attention.  Page  35,  line  3: 

Question:  All  right.  Just  to  close  the  loop  on  the  $20,000  loan,  so  it  is  your  mem- 
ory that  it  was  Bill  Clinton  as  opposed  to  Mr.  McDougal  who  talked  to  you  about 
the  loan,  about  having  the  bank  make  that  loan? 

Answer:  He  was  the  one  that — he  discussed  that  he  was  contemplating,  he  and 
Mrs.  Clinton  were  contemplating  buying  a  piece  of  property  on  the  White  River,  and 
eve  I  said,  well,  if  you  need  to  borrow  any  money,  I'm  sure  we  would  like  to  handle  it, 
which  was  my  routine  remark  to  all  customers  that  I  had  a  responsibility  for  when 
they  expressed  a  credit  need. 

I  don't  remember  ever  specifically  coming  to  understand  the  full  scope  of  what 
that  loan  became,  Mr.  McDougal's — the  overall  project.  In  my  mind,  I  thought 
that— the  only  thing  that  I  ever  really  focused  on  was  the  original  $20,000.  That 
it  became  involved  or  incorporated  in  a  larger  project  was  something  that  I  don't 
have  any  specific  memory  of  somebody  sitting  down  and  explaining  to  me. 

The  question  I  want  to  ask  you  if  you  can  shed  any  light  on,  and 
I  don't  know  if  you  can  is,  we  have  on  the  one  hand,  the  President 
taking  the  position  that  he  wasn't  active  in  getting  the  financing, 
or  at  least  at  some  point  he  says  he's  not  sure  about  any  activity 
with  the  financing.  Yet  Mr.  Denton  testified  quite  positively  here, 
both  in  response  to  a  question  from  Senator  Simon  and  also  ques- 
a  v  tions  from  me,  that  Mr.  Clinton  was  the  reason  that  initial  $20,000 
-:;  downpayment  loan  was  made;  and  that  Mr.  Denton  had  received 
the  request  for  the  loan  through  an  emissary  of  Mr.  Clinton  whom 
he  described  as  this  fellow,  Paul  Berry.  Then  Paul  Berry,  in  fact, 
confirms  that  it  was  Mr.  Clinton  who  went  to  him  for  the  loan,  and 
not  Mr.  McDougal. 
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My  question  to  you  gentlemen  is,  is  it  your  understanding,  if  you 
have  a  basis  to  know,  that  Mr.  Clinton  was,  in  fact,  actively  in- 
volved in  getting  the  financing  for  this  project? 

Mr.  Norton.  I  have  no  basis  to  know  one  way  or  the  other. 

Mr.  Chertoff.  He  never  discussed  it  with  you? 

Mr.  Norton.  No. 

Mr.  Chertoff.  Mr.  James. 

Mr.  James.  No,  sir,  I  have  no  knowledge  of  any  of  it. 

Mr.  Chertoff.  So  what  we  have  on  the  record  now  then  is  Mr. 
Clinton's  testimony  on  the  one  hand,  and  Mr.  Denton's  and  Mr. 
Berry's  testimony  on  the  other. 

Now,  I  want  to  move  to  another  issue,  again  with  respect  to  the 
issue  of  this  investment  and  the  taxes.  You  are  aware,  Mr.  Norton, 
that  in  addition  to  this  or  prior  to  this  Whitewater  investment, 
there  was  another  investment  or  other  investments  that  Mr.  Clin- 
ton made  with  Mr.  McDougal? 

Mr.  Norton.  I'm  not  aware  of  any. 

Mr.  Chertoff.  Were  you  responsible  for  preparing  Mr.  Clinton's 
tax  return  for  the  1978  year? 

Mr.  Norton.  Yes. 

Mr.  Chertoff.  Let  me  ask  that  you  look  at  a  document  that  is 
numbered  LP  1602.  It's  a  1040  Schedule  D  Capital  Gains  or  Losses 
for  1978.  Is  this  a  return  you  prepared? 

Mr.  Norton.  Yes. 

Mr.  Chertoff.  Now  it  indicates  here  that  there  are  three  long- 
term  capital  gains  transactions. 

Mr.  Norton.  Yes. 

Mr.  Chertoff.  Or  three  entries  for  long-term  capital  gains.  Two 
of  the  entries  relate  to  an  installment  sale  and  one  relates  to  a  sale 
for  5  acres  of  land. 

Mr.  Norton.  I  see  that. 

Mr.  Chertoff.  All  right.  Do  you  know  what  your  basis  was  for 
entering  these  transactions? 

Mr.  Norton.  It  would  have  been  information  supplied  to  me  by 
President  and  Mrs.  Clinton. 

Mr.  Chertoff.  Let  me  show  you  another  document  we  also  have 
that  relates  to  this.  It  is  marked  LP  672  and  it  is  Installment  Gain 
on  Sale. 

Mr.  Norton.  I  have  the  schedule. 

Mr.  Chertoff.  Have  you  seen  this  before? 

Mr.  Norton.  Yes,  I  have. 

Mr.  Chertoff.  Now  did  you  prepare  this  yourself? 

Mr.  Norton.  Actually  that's  not  my  handwriting.  One  of  my  staff 
accountants  would  have  prepared  it,  but  I  was  responsible  for  it. 

Mr.  Chertoff.  And  to  tie  it  in,  the  taxable  gain  on  this  install- 
ment sale  is  listed  as  $886,  then  on  the  actual  return,  that  figure 
appears  actually,  in  two  parts,  as  $788  and  $98. 

Mr.  Norton.  That's  right. 

Mr.  Chertoff.  Now  does  this  allow  you  to  ascertain  that  there 
were  two  transactions  that  Mr.  Clinton  was  involved  in?  One  was 
the  sale  of  5  acres  of  land  to  which  he  reported  a  profit  of  about 
$2,150,  and  then  there  was  an  additional  sale  of  15  acres  of  land 
to  which  he  reported  a  profit  of  $886,  and  then  he  deferred  an  addi- 
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tional  $5,500  in  profit  which  presumably  should  have  been  paid  in 
future  tax  years? 

Mr.  Norton.  That's  right. 

Mr.  Chertoff.  Do  you  know  whether  that  $5,500  of  deferred 
gain  ever  was  reported  in  any  future  returns  or  taken  as  income 
in  future  returns? 

Mr.  Norton.  I  can  only  speak  up  through  1983,  but  if  my  mem- 
ory serves  me  right,  there  was  one  other  year,  1980,  I  believe  it 
was,  that  some  of  the  gain  was  reported. 

Mr.  Chertoff.  Do  you  remember  how  much? 

Mr.  Norton.  There  was  no  gain  in  1979,  1981,  1982,  or  1983 
years  reported. 

Mr.  Chertoff.  So  do  you  know  whether  the  $5,500  was  ever  re- 
ported in  its  entirety? 

Mr.  Norton.  I  have  no  idea. 

Mr.  Chertoff.  It  certainly  wasn't  reported  in  its  entirety  during 
the  years  that  you  were  responsible  for  the  tax  returns? 

Mr.  Norton.  That's  right. 

Mr.  Chertoff.  Now  still  focusing  on  this  issue,  we  went  back 
and  actually  got  the  underlying  agreement  with  respect  to  this  set 
of  transactions.  And  I  want  to  put  before  you  something  that's  been 
marked  as  LP  1547.  It  is  a  purchaser's  agreement  for  a  Division  of 
Rolling  Manor. 

Mr.  Norton.  I  have  it. 

Mr.  Chertoff.  Have  you  seen  this  before? 

Mr.  Norton.  No,  sir. 

Mr.  Chertoff.  This  document  indicates  that  Mr.  Clinton  had,  in 
fact,  purchased  from  Rolling  Manor  some  property  for  $11,400,  and 
a  portion  of  that  property  is  the  5  acres  as  to  which  he  reported 
the  sale  in  1978,  and  the  balance  of  the  property  is  the  property 
that  later  became  part  of  the  installment  sale.  Mr.  James,  have  you 
ever  seen  this  document  before? 

Mr.  James.  As  I  stated  in  my  deposition,  sir,  I  don't  recall  seeing 
it,  but  I  was  doing  the  books  and  records  for  Rolling  Manor,  so 
there  is  a  possibility  I  could  have. 

Mr.  Chertoff.  Rolling  Manor  was  a  Jim  McDougal  project? 

Mr.  James.  Yes,  sir. 

Mr.  Chertoff.  And  that  is  Mr.  McDougal's  signature  on  the  bot- 
tom of  this  purchase  agreement? 

Mr.  James.  It  appears  to  be. 

Mr.  Chertoff.  It  is  Susan  Henley  McDougal's  signature  on  the 
bottom  of  the  purchase  agreement? 

Mr.  James.  Yes,  sir,  it  appears  to  be. 

Mr.  Chertoff.  And  the  purchaser  on  the  agreement  is  William 
Clinton? 

Mr.  James.  That's  correct. 

Mr.  Chertoff.  Would  you  agree  with  me  that,  putting  aside 
your  memory,  this  agreement  makes  it  perfectly  clear  that  on  the 
25th  of  January,  1977,  there  was  an  agreement  to  purchase  prop- 
,;  erty  for  $11,400  from  Rolling  Manor? 

Mr.  James.  Yes,  sir,  that's  a  purchase  agreement  for  that. 

Mr.  Chertoff.  Then  we  can  see  from  the  tax  return  that  ulti- 
mately this  property  was  sold  by  Mr.  Clinton,  5  acres  of  it  in  a  sin- 
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gle  sale  in  1977,  and  the  balance  in  subsequent  installments.  You 
would  agree  with  that,  right? 

Mr.  James.  Yes,  sir,  according  to  the  documents  given  me. 

Mr.  CHERTOFF.  Now  what  puzzles  me  is  this.  It  seems  perfectly 
clear  from  the  documents  that  the  prior  investment  relationship  be- 
tween Mr.  McDougal  and  Mr.  Clinton  involved  an  investment  or 
purchase  of  20  acres  of  property  for  over  $11,000.  The  President 
has  consistently  stated  that,  in  fact,  his  prior  investment  experi- 
ence with  Mr.  McDougal  was  much  less  than  that,  was  much  more 
modest. 

For  example,  in  his  interrogatories  for  the  Resolution  Trust  Cor- 
poration, which  were  pursuant  to  an  order  of  February  4,  1994,  it 
starts  at  Bates  Number  0281  and  in  particular,  I  am  interested  in 
pages  282  and  283.  We  will  get  that  to  you. 

Here  the  President  was  asked  to  answer,  under  oath,  about  his 
knowledge  as  of  August  1978,  of  Jim  McDougal's  experience  in  real 
estate  development,  including  everything  he  knew  or  did  with  Jim 
McDougal.  And  the  President  answered  some  general  things  about 
his  knowledge,  indicating  he  hadn't  heard  about  any  of  the  entities 
except  Rolling  Manor,  and  then  he  said: 

As  reported  on  our  1978  tax  return,  a  5-acre  parcel  of  land  was  sold  on  May  17, 
1978,  for  $5,000,  resulting  in  a  capital  gain  of  $2,150.  To  the  best  of  my  recollection, 
this  was  a  real  estate  investment  I  had  had  with  Jim  McDougal,  and,  while  small, 
it  was  a  profitable  one.  This  experience  confirmed  my  impression  that  he  was  capa- 
ble of  putting  together  successful  real  estate  ventures. 

Mr.  Norton,  do  you  know  why  the  President,  in  his  response 
under  oath,  failed  to  mention  that  there  had  been  a  second  part  of 
this  investment  for  15  additional  acres  that  resulted  in  a  profit  of 
an  additional  $5,500? 

Mr.  Norton.  I  have  no  knowledge  of  what  he's  testified  to. 

Mr.  Chertoff.  You  would  agree  with  me  that  if  you  look  at  the 
purchase  agreement  and  the  tax  records,  including  specifically  the 
tax  return  which  the  President  makes  mention  of  in  his  interrog- 
atories, it  makes  it  quite  clear  that  there  was  a  second  investment 
or  second  part  of  this  investment  with  McDougal  that  involved  a 
larger  piece  of  property  and  a  larger  profit? 

Mr.  Norton.  Yes,  sir. 

Mr.  Chertoff.  So  the  President's  answer  here  is  incomplete? 

Mr.  Norton.  It  appears  to  be. 

Mr.  Chertoff.  I  think  that  makes  the  point.  So  what  you're  tell- 
ing us,  Mr.  Norton,  is  that  at  least  during  the  period  of  time  that 
you  were  responsible  for  handling  the  tax  returns,  you  were  not 
aware  that  the  $5,500  profit  that  had  been  deferred  was  ever  fully 
taken  as  income  and  had  tax  paid  on  it? 

Mr.  Norton.  That's  right. 

Mr.  Chertoff.  Of  course,  you  can't  speak  for  whether  that  hap- 
pened after  1983  when  you  stopped  doing  the  tax  returns? 

Mr.  Norton.  That's  right. 

Mr.  Chertoff.  I  take  it  also  that  the  President  or  the  then-Gov- 
ernor Clinton  and  Mrs.  Clinton  never  reported  to  you  that  they  had 
a  default  by  the  purchaser  and  that  they  wanted  to  take  a  loss  of 
some  kind? 

Mr.  Norton.  I  don't  have  my  files  to  review.  I  don't  remember 
ever  discussing  that. 
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Mr.  Chertoff.  Who  did  you  mainly  deal  with  on  the  tax  issue 
for  the  Clintons?  Was  it  Mr.  Clinton  or  Mrs.  Clinton? 

Mr.  Norton.  Both. 

Mr.  Chertoff.  I  want  to  bring  you  back  again,  Mr.  Norton,  to 
this  initial  introduction  you  had  to  the  Whitewater  investment. 
Your  understanding  was,  at  the  time  that  you  had  the  original  dis- 
cussion or  discussions  with  Mr.  Clinton  concerning  the  tax  effect  of 
this  investment,  that  Mr.  Clinton  was  looking  for  some  way  to  use 
these  deductions  to  offset  income  that  he  had  made  in  other  invest- 
ments? 

Mr.  Norton.  That  really  was  not  discussed  in  the  way  you  have 
asked  the  question. 

Mr.  Chertoff.  Well,  was  it  discussed  in  some  other  way? 

Mr.  Norton.  Actually,  I  think  I  brought  it  up  in  that  meeting 
by  asking  if  the  stockholders  intended  to  take  any  startup  losses 
that  were  incurred  by  the  development. 

Mr.  Chertoff.  That's  what  led  to  the  discussion  which  ended 
when  Mr.  Clinton  took  you  outside  and  said  to  back  off? 

Mr.  Norton.  That's  exactly  right. 

Mr.  Chertoff.  But  I  still  want  to  ask  you,  was  it  your  impres- 
sion during  the  course  of  the  discussion  that  one  of  the  reasons 
that  there  was  interest  in  taking  these  deductions  as  quickly  as 
possible,  even  though  the  investors  weren't  pulling  money  out  of 
their  pockets  to  put  in  the  investment,  was  because  they  wanted 
to  offset  income  realized  from  some  other  sources? 

Mr.  Norton.  I  think  it's  fair  that  I  assumed  that  at  the  meeting. 

Mr.  CHERTOFF.  Did  you  know  from  your  discussions  with  Mr. 
Clinton  on  other  occasions  relating  to  this  tax  year,  that  there  was 
income  the  Clintons  had  received  from  an  investment  that  they'd 
made  unrelated  to  Whitewater  that  they  were  very  interested  in 
finding  some  deductions  to  offset  or  to  lower  the  amount  of  tax  on? 

Mr.  NORTON.  I  don't  remember  any  discussion  like  that  with  the 
Clintons. 

Mr.  Chertoff.  You  then  continued  to  prepare  the  tax  returns  for 
the  Clintons  after  the  1978  return.  I  want  to  direct  your  attention 
to  the  1980  tax  year.  Did  you  become  aware  that  in  1980,  Mr. 
McDougal  had  paid  off  the  $20,000  initial  downpayment  loan  about 
which  we  just  talked  about  from  the  Union  National  Bank,  that's 
Mr.  Denton's  bank? 

Mr.  Norton.  I  saw  information  related  to  that  transaction  when 
I  gave  my  deposition.  That's  the  first  time  I've  seen  it. 

Mr.  Chertoff.  So  you  did  not  know  in  1980  that  that  initial 
loan;  which  Mr.  Clinton  had  arranged  to  get  from  Union  National 
Bank  for  the  downpayment  on  the  Whitewater  investment,  had 
been  paid  off  by  Mr.  McDougal  using  money  from  a  loan  that  Mr. 
McDougal  had  taken  out  under  his  own  name  in  order  to  pay  that 
loan  off? 

Mr.  Norton.  I  have  no  memory  of  that  transaction. 

Mr.  Chertoff.  You  do  not  remember  being  told  about  it  by  the 
Clintons? 

Mr.  Norton.  No,  I  don't. 

Mr.  Chertoff.  Let  me  ask  you  this  then,  from  the  standpoint  of 
your  knowledge  of  the  tax  laws.  If  Mr.  McDougal  borrowed  money 
in  his  own  name  and  used  it  to  pay  off  a  loan  to  which  the  Clintons 
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were  jointly  liable,  essentially  erasing  the  liability  for  the  Clintons, 
would  that  constitute  income  to  the  Clintons? 

Mr.  Norton.  The  answer  isn't  a  simple,  yes  or  no.  I  mean,  that 
is  one  of  the  potential  answers.  If  there  was  an  obligation  created 
by  the  Clintons  to  McDougal,  then  there  would  be  no  income.  If 
McDougal  was  repaying  an  obligation  to  the  Clintons  by  paying  off 
that  loan,  there  would  be  no  income.  But  that  could  be  one  of  the 
answers. 

Mr.  Chertoff.  You  would  agree  with  me  that  that's  precisely  the 
kind  of  event  that  should  have  been  brought  to  your  attention  in 
1980  by  the  Clintons  so  you  could  make  a  determination  about 
whether  they  had  tax  that  they  were  obliged  to  pay  for  the  erasing 
of  that  loan? 

Mr.  Norton.  I  think  that's  a  logical  assumption,  yes. 

Mr.  Chertoff.  Yet  your  recollection,  as  best  as  you  can  give  it 
today,  is  that  they  did  not  bring  this  to  your  attention? 

Mr.  Norton.  That  is  my  recollection  today.  And  that  was  a  long 
time  ago. 

Mr.  Chertoff.  Mr.  Chairman,  I  think  this  is  a  convenient  time 
to  stop  because  I  see  the  yellow  light  is  on. 

The  Chairman.  Senator  Sarbanes. 

OPENING  COMMENTS  OF  SENATOR  PAUL  S.  SARBANES 

Senator  Sarbanes.  When  was  this,  Mr.  Norton? 

Mr.  Norton.  When  was  what? 

Senator  Sarbanes.  This  thing  that  Mr.  Chertoff  was  asking  you 
about.  You  said  that  was  a  long  time  ago.  We  are  talking  what,  16 
or  17  years  ago? 

Mr.  Norton.  In  1978.  Well,  the  transaction  he  asked  me  about 
on  the  repayment  of  the  loan  was  the  1980  transaction. 

Senator  Sarbanes.  So  that  was  16  years  ago? 

Mr.  Norton.  That's  right,  sir. 

Senator  Sarbanes.  All  right. 

Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  With  respect  to  the  analysis  Mr.  Chertoff  per- 
formed concerning  a  comparison  of  President  Clinton's  deposition 
testimony  and  that  of  Mr.  Denton  and  Mr.  Berry,  I  guess  we  will 
await  to  see  whether  the  Independent  Counsel  having  that  infor- 
mation puts  on  those  witnesses  in  rebuttal  and,  if  so,  what  the  out- 
come is.  My  suspicion  is  that  this  is  so  arcane  and  unimportant 
that  they  will  not  do  so,  but  we'll  see. 

In  order  to  put  it  into  proper  context,  indeed,  President  Clinton's 
deposition  preceded  the  testimony,  both  in  deposition  and  in  hear- 
ing of  Mr.  Denton,  if  there's  any  confusion  about  that  raised  by  the 
premise  of  Mr.  Chertoff 's  question.  And  to  put  into  further  context 
the  question  of  how  this  $20,000  loan  was  arranged  back  in  1978, 
18  years  ago,  we  have  Mr.  Berry's  deposition  on  May  10,  1996,  at 
page  18,  Mr.  Chairman. 

Answer:  Are  you  aware  that  we  had  a  program  at  Union  National  Bank  where 
we  routinely  providing  unsecured  loans  to  individual  accounts?  That  marketing  de- 
vice was  called  "prestige  banking."  We  identified  young  professionals  and  offered  to 
them  a  $10,000  line  of  unsecured  credit  if  they  would  open  their  checking  accounts 
with  us. 

Mr.  Clinton,  at  that  time,  was  18  years  younger  and  I  guess 
would  qualify  as  a  young  professional. 
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Question:  So,  what  you  are  telling  me,  the  bank  had  a  policy  of  extending  $10,000 
of  credit  to  those  young  professionals  who  opened  new  accounts? 

Answer:  Yes.  Many  banks  had  that  at  that  time  that  kind  of  a  program.  It  generi- 
cally  had  different  names  for  it. 

Question:  Was  this  $20,000  loan  to  Bill  Clinton  and  Jim  McDougal  made  as  part 
of  that  program  you  have  just  described? 

Answer:  No.  It  was  not  unusual.  The  loan  was  made  to  Mr.  Clinton  and  Mrs.  Clin- 
ton. I  had  solicited  their  personal  banking  business  and  we  had  their  personal  ac- 
counts. And  when  they  had  a  credit  need,  we  were — I  was  the  one  that  introduced 
them,  as  I  recall,  to  Mr.  Denton. 

Mr.  McDougal  was  already  a  customer  of  the  bank  when  that  loan  was  made;  a 
loan  customer,  too. 

So  all  of  this  mystery  about  the  $20,000  loan  in  1978  is  quite 
readily  described  in  the  testimony  of  Mr.  Paul  Berry  as  being  quite 
straightforward,  open,  part  of  their  policy,  and  in  no  way,  shape  or 
form  sinister. 

Mr.  Cole. 

Mr.  Cole.  Thank  you,  Mr.  Ben-Veniste. 

Mr.  Norton,  could  we  go  back  to  the  meeting  that  you  recall  with 
Mr.  Clinton  and  Mr.  McDougal.  Who,  if  you  recall,  sir,  did  the  talk- 
ing at  that  meeting? 

Mr.  NORTON.  Principally  Mr.  McDougal,  and  this  accountant  that 
was  there  did  some,  and  I  did  some. 

Mr.  Cole.  Who  explained  the  investment  and  the  accounting  and 
tax  plans  of  the  investment? 

Mr.  Norton.  A  combination  of  McDougal  and  this  accountant. 

Mr.  Cole.  Did  Mr.  Clinton  speak  or  provide  any  explanation  of 
the  investment  at  the  meeting? 

Mr.  Norton.  I  don't  remember  him  speaking  to  that  issue. 

Mr.  Cole.  If  I  understand  your  testimony  correctly,  sir,  the  con- 
cern that  you  raised  at  the  meeting  stemmed  from  the  use  or  the 
proposed  use  of  an  S  corporation  with  regard  to  the  Whitewater  in- 
vestment? 

Mr.  Norton.  Yes. 

Mr.  Cole.  Your  concern  was  that  because  of  a  problem  with  tax 
basis,  the  individuals  might  not  be  able  to  take  the  tax  deductions 
for  the  interest  on  the  land  acquisition  loans  if  an  S  corporation 
was  used? 

Mr.  Norton.  Yes,  sir. 

Mr.  Cole.  Do  you  know,  sir,  from  your  subsequent  experience 
preparing  the  Clintons'  tax  returns,  whether  or  not,  in  fact,  an  S 
corporation  was  used  by  Whitewater  or  S  corporation  filing  status 
was  elected  by  Whitewater  Development  Corporation? 

Mr.  Norton.  From  the  information  I  received  from  the  Clintons, 
S  corporation  status  was  never  elected  in  Whitewater. 

Mr.  Cole.  Mr.  James,  you  were  the  accountant  for  Whitewater 
during  the  time  period  and  also  the  tax  preparer,  were  you  not,  sir? 

Mr.  James.  That's  correct. 

Mr.  Cole.  Do  you  have  any  knowledge  as  to  whether  or  not  an 
S  corporation  filing  status  was  used  by  Whitewater? 

Mr.  James.  Sir,  as  I  recall,  from  my  deposition  and  documents 
shown  me,  there  was  an  application  made  for  it.  By  the  IRS's  own 
rules,  they  could  not  be  a  subchapter  S  corporation. 

Mr.  Cole.  So  an  S  corporation  filing  status  was  never  used  by 
Whitewater? 

Mr.  James.  That's  correct. 
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Mr.  Cole.  Mr.  Norton,  in  that  case,  would  the  problem  about 
which  you  were  concerned  have  arisen,  since  an  S  corporation  was 
not  used? 

Mr.  Norton.  It  would  not  have  arisen. 

Mr.  Cole.  So  the  problem  that  you  were  concerned  about  never 
really  took  place? 

Mr.  Norton.  It  never  took  place. 

Mr.  Cole.  But  I  take  it  you  don't  know  whether  Mr.  McDougal 
and  the  other  person  or  accountant  who  attended  the  meeting 
heeded  your  advice,  or  for  other  reasons  came  to  their  own  conclu- 
sion not  to  use  an  S  corporation? 

Mr.  Norton.  I  had  no  follow-up  conversations  with  McDougal  on 
the  issue,  and  I  don't  know  what  they  did. 

Mr.  Cole.  But  you  do  know  that  an  S  corporation  was  not  used; 
and  therefore,  the  problem  about  which  you  were  concerned  did  not 
arise? 

Mr.  Norton.  That's  right. 

Mr.  Cole.  Then  moving  forward  to  the  issue  of  the  1978  and 
1979  tax  returns  that  you  were  shown  a  few  moments  ago,  and  the 
deferred  capital  gains  on  the  installment  sale  of  the  Rolling  Manor 
property.  It  is  my  understanding  that  in  that  kind  of  a  land  sale 
transaction,  where  the  property  is  sold  on  an  installment  basis,  the 
seller  of  the  property,  which  in  this  case  would  have  been  Mr.  Clin- 
ton, reports  the  income  in  subsequent  years  as  the  payments  are 
actually  made  by  the  installment  purchaser? 

Mr.  Norton.  That's  correct. 

Mr.  Cole.  In  layman's  terms,  is  that  a  correct  description? 

Mr.  Norton.  That's  correct. 

Mr.  Cole.  In  that  situation,  the  seller  has  tax  liability  in  subse- 
quent years  only  if,  in  fact,  the  payments  are  made  by  the  install- 
ment purchaser.  Is  that  correct? 

Mr.  Norton.  That's  correct. 

Mr.  Cole.  Do  you  have  any  knowledge,  sir,  as  to  whether  or  not 
those  payments  were,  in  fact,  made  on  the  Rolling  Manor  property? 

Mr.  Norton.  Other  than  1980,  when  there  was  a  gain  reported, 
I  have  no  knowledge. 

Mr.  Cole.  So  absent  evidence  as  to  whether  or  not  the  payments 
were  actually  made,  one  can't  come  to  any  conclusion  as  to  whether 
or  not  taxable  income  should  have  been  reported? 

Mr.  Norton.  That's  right. 

Mr.  Cole.  Is  that  correct? 

Mr.  Norton.  That's  correct. 

Mr.  Cole.  Mr.  James,  do  you  recall,  sitting  here  today,  18  years 
later,  whether  or  not,  on  this  particular  piece  of  Rolling  Manor 
property,  the  purchaser  actually  performed  under  the  installment 
sales  contract? 

Mr.  James.  I  have  no  recollection.  I  can't  recall,  sir. 

Mr.  Cole.  So  you  don't  know  one  way  or  another? 

Mr.  James.  No,  sir,  I  don't. 

Mr.  Cole.  Well,  let's  step  back  a  bit,  both  of  you  gentlemen,  and 
look  at  this  Whitewater  investment  and  the  accounting  and  tax 
treatment  of  the  investment.  If  we  really  go  back  to  basics  and  look 
at  this,  if  I  am  understanding  the  issue  correctly,  there  are  two 
things  that  we  need  to  look  at.  One  would  be  whether  income  was 
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realized  from  the  investment  and  should  have  been  reported  on  the 
tax  returns,  and  then  the  other  issue  would  be  whether  deductions 
relating  to  the  investment  were  properly  reported  on  the  tax  re- 
turns. Is  that  a  fair  summary  of  the  issues  we  are  dealing  with, 
Mr.  Norton? 

Mr.  Norton.  Yes,  sir. 

Mr.  Cole.  Do  you  agree  with  that,  Mr.  James? 

Mr.  James.  Yes,  sir. 

Mr.  Cole.  Let's  take  these  one  at  a  time,  and  first  look  at  the 
income  and  then  we  will  look  at  the  deductions.  On  the  income,  Mr. 
James,  the  property  that  came  to  be  known  as  Whitewater  was 
purchased  in  1978  by  the  Clintons  and  McDougals,  is  that  your 
recollection,  sir? 

Mr.  James.  Yes,  sir. 

Mr.  Cole.  At  the  time  of  the  initial  purchase,  a  corporation  was 
not  formed;  is  that  correct? 

Mr.  James.  That's  correct. 

Mr.  Cole.  Do  you  recall  that  the  corporation  was  formed  about 
1  year  later  in  1979? 

Mr.  James.  Yes,  sir. 

Mr.  Cole.  At  that  time,  the  records  that  have  been  produced  to 
the  Special  Committee  indicate  that  the  Whitewater  land  was 
transferred  by  the  individuals  to  the  corporation.  Is  that  consistent 
with  your  recollection? 

Mr.  James.  Yes,  sir. 

Mr.  Cole.  Let  me  ask  both  of  you  gentlemen,  did  that  event,  in 
and  of  itself,  being  the  transfer  of  the  land  from  the  individuals  to 
the  corporation,  and  I  understand  the  land  was  transferred  to  the 
corporation  subject  to  the  bank  debt  that  had  been  used  to  acquire 
the  land,  did  that  event,  in  and  of  itself,  create  any  tax  liability  for 
the  individuals,  Mr.  James,  to  your  knowledge? 

Mr.  James.  At  this  time,  I  do  not  believe  so,  sir.  As  I  recall,  there 
was  not. 

Mr.  Cole.  Mr.  Norton,  and  I  am  not  here  fishing  for  a  technical 
explanation  about  Section  351  of  the  Internal  Revenue  Code  or 
something  like  that,  but  in  simple  non-tax  professional  terms,  did 
the  transfer  of  the  land,  in  and  of  itself,  result  in  a  tax  liability  for 
the  individual  shareholders  in  the  corporation? 

Mr.  Norton.  There  wasn't  a  gain  reported  in  that  year,  and  as 
far  as  I  know,  there  wouldn't  have  been  one.  There  wasn't  a  gain. 

Mr.  Cole.  As  far  as  you  know,  there  would  have  been  no  reason 
to  report  a  gain  in  that  year? 

Mr.  Norton.  That's  right. 

Mr.  Cole.  You  prepared  the  tax  returns  for  that  year  and  2  or 
3  years  subsequent;  is  that  correct? 

Mr.  Norton.  The  individual  returns  of  the  Clintons',  yes. 

Mr.  Cole.  You  did  not  report  any  gains? 

Mr.  Norton.  No. 

Mr.  Cole.  Now  isn't  this  kind  of  transaction,  where  individuals 
form  a  corporation  and  place  assets  that  they  personally  own  in  a 
corporation,  something  that  happens  all  the  time  across  the  coun- 
try, whether  we  are  talking  about  someone  putting  land  in  a  cor- 
poration or  a  convenience  store,  gasoline  station,  whatever.  People 
do  that  all  the  time,  do  they  not? 
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Mr.  Norton.  It's  a  common  transaction. 

Mr.  Cole.  And  when  people  do  that,  they  normally  don't  incur 
any  tax  liability? 

Mr.  Norton.  That's  right. 

Mr.  COLE.  Well,  let's  take  it  then  to  the  next  step  from  a  tax  per- 
spective. Once  a  corporation  is  formed,  and  the  property  is  put  in 
the  corporation,  and  in  this  case  the  property  was  land  and  it  was 
being  held  for  resale  by  the  corporation,  from  a  tax  perspective,  the 
way  this  works  is,  at  a  later  time,  if  the  land  is  sold  for  a  profit, 
then  the  corporation  incurs  a  tax  liability;  correct,  Mr.  James? 

Mr.  James.  As  I  understand  it,  yes,  sir. 

Mr.  Cole.  That's  the  tax  liability  of  the  corporation  as  opposed 
to  the  individual  shareholders  of  the  corporation? 

Mr.  James.  Yes,  sir. 

Mr.  Cole.  I  guess  we  should  pause  for  a  moment  here.  There's 
a  technicality,  I  believe.  If  the  land  is  sold  on  an  installment  basis, 
which  is  to  say,  the  purchaser  of  the  land  doesn't  pay  the  full  pur- 
chase price  at  the  time  of  the  transaction,  but  instead  agrees  to 
make  payments  over  a  period  of  time,  then  in  that  case,  it  is  re- 
ported as  an  installment  sale  and  the  income  is  reported  in  subse- 
quent years  as  the  payments  are  actually  made;  is  that  correct, 
gentlemen? 

Mr.  Norton.  That's  correct. 

Mr.  James.  Yes,  sir. 

Mr.  Cole.  In  fact,  something  like  that  is  what  happened  with  the 
Rolling  Manor  transaction  that  we'll  discuss  later.  But  then  follow- 
ing the  chain  of  events  to  the  next  step,  later  if  the  corporation 
sells  land  for  a  profit  and  realizes  a  gain,  it  can  then  distribute 
that  gain  to  the  shareholders  through  a  dividend  or  otherwise.  And 
it's  at  that  point  that  the  individual  shareholders  in  a  corporation 
incur  a  tax  liability.  Am  I  correct  about  that? 

Mr.  Norton.  That's  right. 

Mr.  Cole.  Similarly,  if  the  corporation,  rather  than  distributing 
the  income  from  its  operations,  retains  that  income  invested  in  the 
corporation  building  roads  on  the  land,  improvements,  whatever, 
the  retention  of  that  profit  does  not  create  any  liability  for  the  indi- 
vidual shareholders;  is  that  correct? 

Mr.  Norton.  That's  right. 

Mr.  COLE.  Then  finally,  if  in  a  subsequent  time,  the  shareholders 
either  sell  the  corporation  or  sell  their  shares  in  the  corporation  at 
a  profit,  then  they  would  incur  a  capital  gain,  and  that  capital  gain 
would  reflect  the  profits  presumably  of  the  operation  of  the  cor- 
poration? 

Mr.  Norton.  That's  right. 

Mr.  Cole.  Now  with  Whitewater,  that  didn't  happen,  did  it,  gen- 
tlemen? Whitewater  didn't  make  any  money,  to  your  knowledge? 

Mr.  James.  No,  sir. 

Mr.  Cole.  You  were  the  accountant  to  Whitewater  for  at  least  5 
or  6  years,  I  believe,  Mr.  James? 

Mr.  James.  That's  correct. 

Mr.  Cole.  During  those  years,  did  Whitewater  realize  any  profits 
from  its  operations? 

Mr.  James.  Not  that  I  recall,  sir. 

Mr.  Cole.  In  fact,  it  lost  money,  I  believe,  did  it  not? 
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Mr.  James.  To  the  best  of  my  recollection,  yes,  sir. 

Mr.  Cole.  Is  that  consistent  with  your  knowledge,  Mr.  Norton, 
and  I  understand  you  were  not  the  tax  preparer  for  Whitewater, 
but  you  did  prepare  the  tax  returns  for  two  of  the  investors  in 
Whitewater? 

Mr.  Norton.  I  am  only  aware  of  the  transactions  that  affected 
their  individual  return,  and  I  have  no  knowledge  whether  White- 
water made  or  lost  money. 

Mr.  Cole.  You  do  know,  however,  that  no  dividends  from  White- 
water or  distribution  of  income  from  Whitewater  were  reported  to 
you  by  the  Clintons  in  connection  with  the  preparation  of  their  tax 
returns? 

Mr.  Norton.  That's  right. 

Mr.  Cole.  Finally,  Mr.  Norton,  the  Clintons'  1979  tax  return, 
which  would  have  been  the  year  after  the  Whitewater  property  was 
purchased  and  the  year  in  which  the  Corporation  of  Whitewater 
Development  was  formed,  that  tax  return  was  audited  by  the  IRS, 
was  it  not? 

Mr.  Norton.  That's  right. 

Mr.  Cole.  Did  the  IRS  challenge  or  disallow  any  of  the  items  in 
the  Clintons'  return? 

Mr.  Norton.  No,  they  did  not. 

Mr.  Cole.  So  to  summarize,  when  we  started  this  line  of  ques- 
tioning, I  told  you  that  I  was  going  to  focus  first  on  income,  and 
then  turn  to  question  of  deductions,  as  far  as  income  from  White- 
water is  concerned,  there  was  none  to  your  knowledge? 

Mr.  Norton.  To  my  knowledge,  there  was  none. 

Mr.  Cole.  To  your  knowledge,  Mr.  James? 

Mr.  James.  There  was  none. 

Mr.  Cole.  Let's  turn  to  the  other  side  of  the  tax  coin,  and  look 
at  tax  deductions.  Because  when  you  are  preparing  a  tax  return, 
you  are  first  concerned  with  income  and  then  you  are  concerned 
with  the  propriety  of  your  deductions.  Is  that  a  fair  summary? 

Mr.  Norton.  Yes. 

Mr.  James.  Yes. 

Mr.  Cole.  In  terms  of  deductions,  when  the  Clintons  and  the 
McDougals  purchased  the  Whitewater  property  in  1978,  they  indi- 
vidually borrowed  money  from  two  banks  to  purchase  the  property, 
to  finance  the  purchase  of  the  property.  Is  that  what  you  recall  oc- 
curred, Mr.  James? 

Mr.  James.  Well,  yes,  sir,  by  documents  shown  me.  But  I  didn't 
have  anything  to  do  with  it  when  they  first  bought  the  land. 

Mr.  Cole.  We  have  the  documents.  I  won't  take  time  to  show  you 
the  documents  now  but  we  have  the  bank  notes  that  were  exe- 
cuted. In  the  case  of  the  bank  in  Flippin,  Arkansas,  Citizens  Bank 
&  Trust,  Mr.  and  Mrs.  Clinton  and  Mr.  and  Mrs.  McDougal  person- 
ally executed  those  loan  documents.  And  in  the  case  of  the  loan 
from  Union  Bank  in  Little  Rock,  which  there  was  some  reference 
made  to  earlier,  Mr.  Clinton  and  Mr.  McDougal  personally  exe- 
cuted those  loan  documents. 

Now  at  this  time,  1978,  1979,  1980,  1981,  in  this  period,  did  the 
IRS  permit  individuals  to  deduct  interest  payments  of  all  kinds,  ir- 
respective of  who  the  lender  was  or  what  the  purpose  of  the  loan 
was,  Mr.  Norton? 
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Mr.  Norton.  Yes,  sir. 

Mr.  Cole.  So  in  other  words,  if  a  taxpayer  at  that  time  had  made 
interest  payments,  whether  it  was  on  a  department  store  charge 
account  or  a  Visa  card  or  a  bank  loan  to  buy  a  house  or  a  bank 
loan  to  buy  investment  property,  the  tax  code  in  effect  at  that  time 
permitted  the  taxpayer  to  deduct  those  interest  charges  on  their  in- 
dividual returns? 

Mr.  Norton.  At  that  time,  yes,  sir. 

Mr.  Cole.  So  if  the  Clintons  were  personally  liable  on  the  White- 
water loans  and  they  made  payments  out  of  their  pocket,  wrote 
checks  for  interest,  they  could  have  deducted  those  interest  pay- 
ments on  their  returns.  Is  that  correct? 

Mr.  Norton.  Yes,  sir. 

Mr.  COLE.  Is  that  your  understanding,  and  we  have  the  returns 
here,  we  can  show  them  to  you,  but  is  it  your  recollection  that  the 
interest  deductions  that  you  were  provided  by  the  Clintons  were 
properly  deductible  at  the  time? 

Mr.  Norton.  Yes,  sir. 

Mr.  Cole.  Did  they  give  you  any  checks  or  other  evidence  of  the 
deductions  that  you  recall? 

Mr.  Norton.  I  don't  recall  any  checks. 

Mr.  Cole.  I  understand  it  has  been  a  long  time  ago.  Well,  let  me 
ask  you  this,  because  this  is  an  issue  that  has  been  raised  with  re- 
spect to  some  of  these  Whitewater  interest  payments.  If  the  Clin- 
tons had  written  a  check  to  the  bank  directly  for  the  interest, 
there's  no  question  that  that  would  have  been  a  proper  interest  de- 
duction at  this  time  under  the  tax  code? 

Mr.  Norton.  Yes,  sir. 

Mr.  Cole.  If  the  Clintons,  if  Mr.  McDougal  or  Whitewater  had 
paid  the  interest,  had  written  the  check  to  the  bank,  and  then  the 
Clintons  had  reimbursed  Mr.  McDougal  or  the  corporation  with  a 
check,  is  there  any  reason  that  the  Clintons  would  not  be  able  to 
have  deducted  that  payment,  so  long  as  it  was  for  interest? 

Mr.  Norton.  For  their  share  of  the  interest  they  could  have  de- 
ducted it,  yes. 

Mr.  Cole.  And  so  even  if  they  wrote  a  check  to  another  one  of 
Mr.  McDougal's  companies,  so  long  as  the  purpose  of  that  check 
was  to  pay  interest,  then  it  would  have  properly  been  deductible 
under  the  tax  code? 

Mr.  Norton.  Yes,  sir. 

Mr.  Cole.  At  the  time,  and  I  realize  the  tax  laws  have  changed 
since  that  time,  have  they  not? 

Mr.  Norton.  Yes,  sir,  substantially. 

Mr.  Cole.  There  was  a  phase  out  period  in  which  you  could  de- 
duct certain  portions  of  your  interest,  and  now  the  tax  law  is  that 
other  than  home  mortgage  interest  and  perhaps  a  few  other  excep- 
tions, interest  is  generally  no  longer  deductible? 

Mr.  Norton.  That's  right. 

Mr.  Cole.  But  at  the  time  these  transactions  took  place,  there 
was  nothing  unusual,  improper,  or  even  questionable  about  the  de- 
ductions the  Clintons  took  for  Whitewater  interest? 

Mr.  Norton.  That's  right. 

Mr.  Cole.  In  fact,  people  all  across  the  country  were  doing  it  on 
all  kinds  of  investments  and  all  kinds  of  interest  obligations? 
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Mr.  Norton.  I'm  sure  they  were. 

Mr.  Cole.  Let  me  ask  you  this,  not  to  further  complicate  things, 
but  it  would  be  a  problem,  would  it  not,  if  both  the  Clintons  and 
the  corporation  took  a  deduction  for  the  same  interest  payment. 
That  would  not  have  been  permitted? 

Mr.  Norton.  That  would  be  correct. 

Mr.  Cole.  We  have  documents  that  indicate  that  in  December 
1993,  the  Clintons  made  a  correction  to  their  1984  and  1985  tax 
returns  because  they  learned,  in  the  course  of  subsequent  review 
of  this  Whitewater  investment,  that  they  had  inadvertently  taken 
a  deduction  for  interest  that,  in  fact,  had  been  paid  by  Whitewater. 
Do  you  have  any  knowledge  of  that  event,  Mr.  Norton? 

Mr.  Norton.  No,  sir.  That  was  subsequent  to  the  years  that  I 
prepared. 

Mr.  Cole.  Were  you  ever  contacted  by  the  Clintons  or  any  rep- 
resentative of  the  Clintons  regarding  a  correction  or  amendment  to 
the  Clintons'  tax  returns? 

Mr.  Norton.  I  was,  yes,  sir. 

Mr.  Cole.  Who  contacted  you,  sir? 

Mr.  Norton.  David  Kendall. 

Mr.  Cole.  Did  you  know  who  Mr.  Kendall  was? 

Mr.  Norton.  I  did. 

Mr.  Cole.  Mr.  Kendall  is  the  personal  attorney  for  the  Clintons, 
is  he  not? 

Mr.  Norton.  Yes,  sir. 

Mr.  Cole.  Did  Mr.  Kendall  say  anything  to  you  about  correcting 
prior  years  tax  returns  in  the  course  of  that  discussion? 

Mr.  Norton.  Yes,  sir. 

Mr.  Cole.  What  do  you  recall  that  he  told  you? 

Mr.  Norton.  That  they  were  correcting  the  1979  tax  return  for 
some  commodity  transactions  that  had  not  been  previously  re- 
flected. 

Mr.  Cole.  Did  he  discuss  with  you  any  changes  to  the  1984,  1985 
tax  returns?  Or  did  he  say  anything  about  a  correction  related  to 
Whitewater? 

Mr.  Norton.  In  my  deposition,  I  said  I  thought  he  did.  And  I 
went  back  and  reviewed  the  correspondence  I  had  with  him,  and 
there  was  some  mention  in  the  correspondence  of  interest  deduc- 
tions, but  I  have  no  idea  now  whether  that  had  to  do  with  correct- 
ing interest  deductions  or  Whitewater  or  not. 

Mr.  Cole.  In  fact,  the  Clintons  did  correct  their  1984  and  1985 
tax  returns  in  December  1993,  and  the  reason  I  raise  it  with  you, 
sir,  is  that  you  prepared  those  returns,  did  you  not? 

Mr.  Norton.  No,  not  1984  and  1985. 

Mr.  Cole.  You  did  not? 

Mr.  Norton.  1983  was  the  last  year. 

Mr.  Cole.  1983  was  the  last  year  that  you  prepared  the  returns, 
so  you  don't  have  any  knowledge  of  the  1984,  1985  returns? 

Mr.  Norton.  No,  sir. 

Mr.  Cole.  For  the  years  that  you  prepared  the  returns,  Mr.  Nor- 
ton, including  the  1979  return  that  you  mentioned,  did  you  have 
any  reason  to  believe  that  the  information  that  you  were  providing 
to  the  Internal  Revenue  Service  was  not  correct? 
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Mr.  Norton.  I  had  no  reason  to  believe  that  it  was  not  correct. 
I  had  reason  to  believe  that  it  was  correct  because  it  was  the  infor- 
mation supplied  to  me  by  the  Clintons. 

Mr.  Cole.  You  did  everything  within  your  professional  ability  to 
file  the  returns,  to  report  income  and  deductions  properly  and  file 
accurate  returns  with  the  Internal  Revenue  Service? 

Mr.  Norton.  Yes,  sir. 

Mr.  Cole.  Now  did  the  Clintons  ever  indicate  to  you  that  they 
intended  to  use  the  Whitewater  investment  to  improperly  claim 
some  tax  benefit  or  to  avoid  some  tax  liability? 

Mr.  Norton.  No,  sir. 

Mr.  Cole.  I'm  now  clear  on  this,  you  prepared  their  tax  returns 
between  1977  and  1983? 

Mr.  Norton.  That's  right. 

Mr.  Cole.  That  would  have  been  the  first  5  years  of  the  White- 
water investment,  roughly  the  1978  to  1983  period? 

Mr.  Norton.  That's  right. 

Mr.  Cole.  Other  than  the  one  meeting  that  you  have  already  de- 
scribed that  you  attended  with  Mr.  Clinton  and  Mr.  McDougal,  did 
you  have  any  discussions  with  either  of  the  Clintons  about  obtain- 
ing tax  benefits  for  the  Whitewater  investment? 

Mr.  Norton.  No,  sir. 

Mr.  Cole.  They  never  indicated  they  were  trying  to  maximize 
the  tax  deductions  from  Whitewater  or  use  Whitewater  to  offset 
their  income  or  anything  to  that  effect? 

Mr.  Norton.  I  have  no  memory  of  discussions  like  that. 

Mr.  Cole.  Did  they  ever  express  any  particular  interest  or  focus 
or  concern  on  the  Whitewater  investment  in  the  years  that  you  pre- 
pared their  tax  returns? 

Mr.  Norton.  No,  sir. 

Mr.  Cole.  Mr.  James,  you  were  the  tax  preparer  and  the  ac- 
countant for  Whitewater,  the  corporation,  during  this  period,  were 
you  not? 

Mr.  James.  That's  correct. 

Mr.  Cole.  What  role  did  the  Clintons  play  in  the  Whitewater  in- 
vestment by  your  observation  during  this  period? 

Mr.  James.  As  I  said  in  my  deposition,  I  never  talked  to  the  Clin- 
tons about  Whitewater. 

Mr.  Cole.  So  you  have  no  recollection  of  talking  to  either  of  the 
Clintons  about  Whitewater  during  the  period  that  you  were  both 
its  accountant  and  tax  preparer? 

Mr.  James.  That's  correct. 

Mr.  Cole.  Did  you  send  the  Clintons  copies  of  the  Whitewater 
tax  returns  to  your  recollection? 

Mr.  James.  Mr.  Cole,  as  I  stated  in  my  deposition,  I  always  gave 
one  retained  copy,  and  I  gave  it  to  Mr.  McDougal.  Whether  I  sent 
the  Clintons  one  or  not,  I  cannot  remember  but  I  always  did  fur- 
nish someone  with  the  corporation  a  retained  copy. 

Mr.  Cole.  What  was  your  practice  with  regard  to  companies  that 
Mr.  McDougal  operated  for  which  you  prepared  tax  returns?  Did 
you  normally  provide  a  copy  of  the  return  to  Mr.  McDougal? 

Mr.  James.  Yes,  sir. 

Mr.  Cole.  So  if  there  were  other  investors  in  those  companies, 
would  you  normally  provide  the  returns  to  those  investors? 
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Mr.  James.  Mr.  Cole,  I  can't  remember  doing  that.  Like  I  say,  I 
might  have  sent  them,  but  I  don't  recall. 

Mr.  Cole.  But  you  do  not  have  any  memory  of  sending  the 
Clintons 

Mr.  James.  No,  sir,  I  don't. 

Mr.  Cole.  — copies  of  the  Whitewater  tax  returns.  And  during 
the  time  that  you  were  preparing  the  Whitewater  tax  returns,  did 
you  ever  have  occasion  to  consult  with  the  Clintons,  ask  their  ad- 
vice, obtain  information  from  them  about  the  tax  treatment  of  the 
corporation? 

Mr.  James.  No,  sir. 

Mr.  Cole.  Who,  by  your  observation,  was  managing  the  White- 
water investment  at  that  time? 

Mr.  James.  Mr.  McDougal. 

Mr.  Cole.  Did  the  Clintons  play  any  managerial  role  at  all  to 
your  observation? 

Mr.  James.  Not  to  my  knowledge,  sir. 

Mr.  Cole.  Would  it  be  fair  then,  Mr.  James,  to  describe  the  Clin- 
tons as  passive  investors  in  the  Whitewater  enterprise? 

Mr.  James.  If,  by  passive,  you  mean  that  they  had  no  active  role 
that  I  knew  about,  yes,  sir. 

Mr.  Cole.  During  the  time  period  that  we're  talking  about,  did 
you  ever  have  any  occasion  to  meet  with  Mr.  Clinton  or  Mrs.  Clin- 
ton? Let's  take  them  one  at  a  time.  Mr.  Clinton,  first.  About 
Whitewater  or  otherwise? 

Mr.  James.  No,  sir.  You're  asking  me  concerning  Whitewater? 

Mr.  Cole.  Let's  start  with  concerning  Whitewater. 

Mr.  James.  No,  sir. 

Mr.  Cole.  So  you  had  no  meetings  with  Mr.  Clinton  concerning 
Whitewater? 

Mr.  James.  No,  sir. 

Mr.  Cole.  Did  you  have  any  other  meetings  with  Mr.  Clinton 
during  that  period?  I  believe  in  your  deposition,  you  said  you  ran 
into  him  in  an  airport  once  and  introduced  yourself  to  him? 

Mr.  James.  Yes,  sir,  that's  correct.  Only  twice. 

Mr.  Cole.  He  was  not  someone  that  you  had  dealings  with? 

Mr.  James.  No,  sir. 

Mr.  Cole.  Your  dealings  were  with  Mr.  McDougal  or,  perhaps, 
Mrs.  McDougal? 

Mr.  James.  That's  the  only  two,  yes,  sir. 

Mr.  Cole.  What  about  Mrs.  Clinton,  did  she  play  any  role  in  the 
Whitewater,  in  managing  the  Whitewater  investment  during  the 
period  you  were  involved  in  it? 

Mr.  James.  Not  while  I  was  involved,  sir. 

Mr.  Cole.  Did  you  have  any  meetings  with  Mrs.  Clinton  about 
Whitewater? 

Mr.  James.  In  my  deposition,  I  stated  that  I  only  met  her  twice, 
once  I  was  introduced  to  her,  and  then  when  I  took  my  records  to 
her,  when  they  were  trying  to  get  after  Mr.  McDougal  and  we  had 
stopped  doing  business. 

Mr.  Cole.  When  did  you  stop  doing  business  with  McDougal? 

Mr.  James.  Sir,  as  I  stated,  I  can't  recall  the  exact  year,  but  I 
believe  1985  or  1986  was  the  last  year  I  did  anything  for  him. 

Mr.  Cole.  So  the  mid-1980's? 
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Mr.  James.  Yes,  sir. 

Mr.  Cole.  Did  there  come  a  time  subsequent  to  that  where  Mr. 
Clinton  contacted  you  and  asked  for  Whitewater  tax  information? 

Mr.  James.  Well,  according  to  my  deposition,  Mr.  Clinton  called 
me  at  home  one  night  and  was  concerned  because  things  had  not 
been  filed,  and  I  explained  to  him  that  I  didn't  have  any  of  those 
records,  and  I  told  him  that  I  would  try  to  help,  try  to  find  Mr. 
McDougal  and  see  what  was  going  on.  But  I  wasn't  able  to  do  that. 

Mr.  Cole.  This  was  a  time  when  Mr.  McDougal  had  left  the  Lit- 
tle Rock  area  and  you  were  no  longer  dealing  with  him  regularly? 

Mr.  James.  That's  correct. 

Mr.  Cole.  We  asked  you  this  in  your  deposition,  and  I  think  your 
answer  was,  you  really  can't  recall  the  year,  but  do  you  have  some 
sense  of  the  time  when  this  occurred? 

Mr.  James.  When  I  met? 

Mr.  Cole.  When  Mr.  Clinton  called  you  and  asked  if  you  could 
gather  some  tax  records? 

Mr.  James.  No,  sir,  I  cannot  recall  the  year  or  the  time. 

Mr.  Cole.  And  the  purpose  of  Mr.  Clinton's  call  was  to  obtain  in- 
formation so  that  the  Whitewater  tax  returns  could  be  filed? 

Mr.  James.  Yes,  sir. 

Mr.  Cole.  You  were  no  longer  filing  the  Whitewater  tax  returns 
at  that  time? 

Mr.  James.  No,  sir. 

Mr.  Cole.  And  were  you  able  to  obtain  any  information  for  Mr. 
Clinton? 

Mr.  James.  As  I  recall,  I  wasn't  able  to  get  ahold  of  McDougal. 

Mr.  Cole.  Where  was  Mr.  McDougal  at  this  time,  do  you  know? 

Mr.  James.  No,  sir.  Again,  that  would  depend  on  the  timeframe. 
I  know  he  was  out  of  the  State  for  awhile,  and  then  he  was  also 
sick,  so  I  really  don't  know  where  he  was. 

Mr.  Cole.  This  would  have  been  during  the  time  in  the  mid-  to 
late-1980's  when  Mr.  McDougal  was  sick  and  perhaps  out  of  State? 

Mr.  James.  As  I  recall,  that's  correct,  sir. 

Mr.  Cole.  With  regard  to  Mrs.  Clinton,  did  you  ever  have  any 
contact  with  her  regarding  Whitewater? 

Mr.  James.  The  only  time  was  when  I  took  my  records  to  her  of- 
fice, and  here  again,  as  I  told  you,  I  don't  remember  if  I  met  her 
once  when  I  took  the  records  up  there,  or  when  I  picked  them  up, 
my  personal  files. 

Mr.  Cole.  When  was  that?  Was  it  during  the  1992  Presidential 
Campaign? 

Mr.  James.  No,  sir,  it  was  before  then. 

Mr.  Cole.  It  was  before  the  campaign? 

Mr.  James.  Yes,  sir. 

Mr.  COLE.  Mr.  Norton,  did  you  have  any  contact  with  Mrs.  Clin- 
ton during  the  1992  campaign  relating  to  tax  matters? 

Mr.  Norton.  She  called  me  and  asked  me  if  I  could  locate  our 
old  tax  files  from  when  we  were  preparing,  Foster  &  Company  was 
preparing  their  tax  returns. 

Mr.  Cole.  Were  you  able  to  locate  those  records  for  her? 

Mr.  Norton.  No. 

Mr.  Cole.  Other  than  that,  did  you  have  any  contact  with  her? 
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Mr.  Norton.  Well,  she  called  back  several  weeks  later  and  asked 
if  I  had  been  able  to  locate  anything,  and  I  said  no,  and  that  was 
really  the  only  two  contacts  I  had  with  her  during  the  campaign. 

Mr.  Cole.  Did  she  indicate  why  she  needed  the  tax  returns? 

Mr.  Norton.  No. 

Mr.  Cole.  Did  you  know  at  that  time  that  Whitewater  had  be- 
come an  issue  in  the  campaign? 

Mr.  Norton.  Yes. 

Mr.  Cole.  I  take  it  you  could  probably  figure  out  why  she  needed 
the  tax  returns? 

Mr.  Norton.  Yes. 

Mr.  Cole.  She  was  your  client,  and  she  had  a  right  to  get  them 
if  she  wanted  them? 

Mr.  Norton.  I'm  sure  she  did. 

Mr.  Cole.  My  time's  expired.  Thank  you. 

The  Chairman.  Mr.  ChertofF. 

Mr.  Chertoff.  Now,  Mr.  Norton,  about  10  minutes  ago,  Mr.  Cole 
asked  you  about  a  conversation  you  had  in  1993,  I  guess  it  was, 
or  1992  with  Mr.  Kendall  concerning  unreported  gains  on  commod- 
ities trading  by  Mrs.  Clinton  in  1979.  Would  you  tell  us  about  that? 

Mr.  Norton.  The  conversation  I  had  with  Mr.  Kendall  really  he 
asked  me  about  the  tax  exam,  in  my  memory,  of  the  tax  exam  on 
the  1979  year.  He  sent  me  some  information,  a  copy  of  the  IRS's 
letter  setting  up  the  tax  exam  and  information  the  IRS  had  re- 
quested. He  had  also  sent  me  a  computer  printout  from  the  IRS's 
records  indicating  the  tax  activity  for  that  year,  and  that  there  had 
been  an  exam,  and  the  results  of  the  exam. 

I  helped  him  as  best  I  could,  I  really  had  very  little  memory  of 
that  tax  exam.  But  he  told  me  that  they  had  hired  some  account- 
ants, the  Clintons,  the  campaign,  whoever  had  hired  some  account- 
ants to  look  at  the  transactions  in  1979  and  discovered  that  there 
were  I  believe  two  transactions  that  were  not  reported,  two  com- 
modity transactions  that  were  not  reported  on  their  return.  He  said 
they  were  going  to  file  an  amended  return  on  that,  and  wanted  to 
inform  me  of  that  since  I  had  prepared  that  1979  return,  and  he 
asked  me  if  I  had  a  problem  with  that,  and  I  said  no. 

Mr.  Chertoff.  When  was  this  call  with  Mr.  Kendall,  1993? 

Mr.  Norton.  I  could  look  at  the  file.  I  don't  remember  the  year. 

Mr.  Chertoff.  Was  it  after  Mr.  Clinton  had  become  President? 

Mr.  Norton.  Can  I  just  look? 

Mr.  Chertoff.  Sure.  Take  a  moment  to  look. 

Mr.  Norton.  February  1994. 

Mr.  Chertoff.  February  1994.  So  to  put  that  in  perspective,  that 
is  after  Mr.  Fiske  was  appointed  Special  Counsel,  you  had  a  con- 
versation with  Mr.  Kendall  in  which  he  indicated  to  you  that  he 
had  discovered  that  the  Clintons  had  made  profits  on  commodities 
transactions  which  they  had  not  reported  on  the  tax  returns? 

Mr.  Norton.  Actually,  it  was  a  profit  and  a  loss.  There  was  some 
of  each. 

Mr.  Chertoff.  So  there  were  two  transactions  and  commodities 
that  had  not  been  reported  on  the  returns? 

Mr.  Norton.  That's — yes,  sir. 

Mr.  Chertoff.  Did  he  tell  you  what  the  dimensions  of  the  profit 
and  loss  were? 
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Mr.  Norton.  Yes,  sir. 

Mr.  Chertoff.  What  were  they? 

Mr.  Norton.  Give  me  a  second  and  I  will  tell  you.  There  was  a 
short-term  capital  gain  of  $6,498,  and  a  short-term  capital  loss  of 
$80  that  was  not  reported. 

Mr.  Chertoff.  Well,  if  you  net  it  out,  there  was  about  a  $6,000 
profit  that  was  not  reported? 

Mr.  Norton.  That's  right.  And  it  appears  as  if  the  loss  was  in 
the  1979  return,  should  have  been  in  the  1979  return,  and  the  gain 
should  have  been  in  the  1980  return. 

Mr.  Chertoff.  When  you  say  the  gain  should  have  been  in  the 
1980  return,  do  you  mean  that  Mrs.  Clinton  was  doing  commodities 
trading  in  1980? 

Mr.  Norton.  According  to  this  information,  yes. 

Mr.  Chertoff.  That  there  was  $6,000-plus  of  profits  in  1980  that 
were  not  reported? 

Mr.  Norton.  That's  right. 

Mr.  Chertoff.  Did  Mr.  Kendall  tell  you  why  you  had  not  been 
given  this  information  by  the  Clintons? 

Mr.  Norton.  I'm  not — I  mean,  he  didn't  tell  me  why  the  Clintons 
didn't  give  it  to  me.  He  stated  that  there  was  monthly  statements 
provided  by  the  brokerage  firm,  but  that  there  was  not  a  year-end 
summary  of  the  activity  provided  by  the  brokerage  firms  to  the 
Clintons. 

Mr.  Chertoff.  When  you  did  the  tax  returns  for  the  Clintons  in 
1978  and  1979  when  they  also  did  a  lot  of  commodities  trading,  did 
you  work  off  the  brokerage  statements,  or  did  the  Clintons  give  you 
a  piece  of  paper,  or  a  summary  of  the  profits? 

Mr.  Norton.  That's  a  long  time  ago 

Mr.  Chertoff.  I  know.  I  am  just  asking  you,  in  general? 

Mr.  NORTON.  I  vaguely  remember  year-end  summary  statements 
from  the  brokerage  firms  that  gave  the  profit  and  loss  to  report. 

Mr.  Chertoff.  I  am  going  to  ask  that  we  show  you  a  portion  of 
the  1980  return,  which  I  believe  should  be  marked  as  Schedule  D, 
that  reflects  a  small  amount  of  commodities'  profits. 

Mr.  Chertoff.  While  we  are  locating  that,  let  me  move  on  to 
something  else,  but  I  am  going  to  want  to  come  back  to  this  ques- 
tion of  how  it  is  that  there  was  a  significant  profit  in  commodities 
trading  that  was  not  given  to  you  to  report  to  the  IRS. 

But  let  me  come  back  to  another  issue  of  profit  where  there  is 
a  question  about  whether  it  was  reported.  Thus  goes  back  to  what 
Mr.  Cole  raised  with  respect  to  that  installment  sale,  that  15-acre 
installment  sale.  Again,  that  is  the  piece  of  property,  the  portion 
of  the  deal  that  Mr.  Clinton  did  with  Mr.  McDougal  that  was  not 
mentioned  in  Mr.  Clinton's  interrogatory. 

Oh,  I'm  sorry.  Here  it  is.  It  is  No.  LP-682.  It  is  the  1980  Sched- 
ule D.  We  are  going  to  give  it  to  you  right  now.  I  understand,  Mr. 
Norton,  and  in  fairness  to  you,  for  the  record,  you  were  totally  cap- 
tive to  the  client  here.  It  is  what  the  Clintons  give  you.  You  do  not 
have  an  independent  basis. 

Mr.  Chertoff.  You  did  report  some  activity  in  commodities  for 
1980,  a  loss  of  $449;  a  gain  of  $130,  for  a  total  loss  of  $319. 

Mr.  Norton.  I  know  the  $449  is  a  commodity  transaction. 

Mr.  Chertoff.  You  are  not  sure  what  the  $130  is? 
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Mr.  Norton.  I  don't  know  what  the  $130  is— no,  wait.  The  $130 
is  not — there  is  a  schedule  attached.  It  is  not  commodities. 

Mr.  Chertoff.  OK.  So  the  point  is  that  the  Clintons,  in  fact,  spe- 
cifically gave  you  information  about  the  fact  that  there  was  some 
commodities'  activity,  but  the  information  that  they  gave  you  indi- 
cated a  loss  of  $449  instead  of  a  profit  in  excess  of  $6,000.  Is  that 
fair  to  say? 

Mr.  Norton.  Yes,  sir. 

Mr.  Chertoff.  So  it  is  not  as  if  they  just  overlooked  the  com- 
modities trading  altogether  that  year;  it  is  that  they  gave  you  the 
loss,  but  they  didn't  give  you  the  profit. 

Mr.  Norton.  Yes. 

Mr.  Chertoff.  Now  let's  go  on  to  this  other  issue  of  profit.  We 
have  this  installment  sale  on  this  other  piece  of  property  which  Mr. 
Clinton  bought  from  Mr.  McDougal,  which  again  he  omitted  to  put 
in  his  interrogatory  answers.  Mr.  Cole  asked  you  whether  it  is  cor- 
rect that,  in  fact,  the  buyer  of  the  property  from  Mr.  Clinton  on  the 
installment  sale  never  finished  paying  off  the  property,  then  obvi- 
ously, Mr.  Clinton  would  not  have  to  report  a  profit,  and  I  agree 
that  that  is  correct.  But  you  would  agree  with  me  that  if,  in  fact, 
the  purchaser  had  not  paid  off  the  balance  of  the  installment  sale, 
the  Clintons  would  have  been  entitled  to  take  a  deduction.  Because 
if  they  lost  money,  having  bought  the  property  from  McDougal  and 
then  not  getting  the  purchase  price  from  the  new  purchaser,  they 
would  have  taken  a  loss;  right? 

Mr.  Norton.  It  depends  on  whether  they  got  the  property  back 
or  not.  If  they  got  the  property  back,  there  would  be  no  loss.  If  they 
did  not  get  the  property  back,  there  would  not  be  a  loss. 

Mr.  Chertoff.  Well,  we  have  no  evidence  that  they  got  the  prop- 
erty back,  or  that  they  owned  the  property  afterwards,  or  that  they 
ever  had  another  transaction  in  the  property.  So  my  question  to 
you  is:  Did  they  ever  tell  you  that  there  was  a  loss  and  that  they 
wanted  to  take  a  deduction? 

Mr.  NORTON.  I  have  no  memory  of  that,  sir. 

Mr.  Chertoff.  I  assume  if  they  had  told  you,  you  would  have 
put  it  on  the  return? 

Mr.  Norton.  I  think  I  would  have;  yes,  sir. 

Mr.  Chertoff.  Let  me  move  on  to  another  issue.  It  is  interesting 
that  Mr.  Cole  brought  up  the  issue  of  commodities,  because  it  is  in 
1978,  1979,  and  1980  that  these— well,  now  we  know  it  is  1980;  we 
did  not  know  that  before,  but  in  these  3  years  there  are  the  well- 
known  commodities  profits. 

Also,  these  are  the  years  in  which  the  Clintons  evidence  an  inter- 
est in  getting  some  fast  deductions  from  this  Whitewater  invest- 
ment. There  was  a  payment.  I  want  to  direct  your  attention  to 
Schedule  A  for  the  1978  return.  It  is  LP  659.  You  will  see  that  it 
says,  "Interest  Expense,  Great  Southern  Land  Company,  $10,131." 
Do  you  see  that? 

Mr.  Norton.  Yes,  sir. 

Mr.  Chertoff.  We  all  agree  here  that  at  that  period  of  time  pay- 
ment of  interest  on  a  loan  was  tax  deductible. 

Mr.  Norton.  Yes,  sir. 

Mr.  Chertoff.  But  you  will  also  agree  with  me  that  you  are  only 
supposed  to  deduct  interest  that  is  due.  If  you  prepay  interest  from 
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another  year,  a  later  year,  you  are  not  entitled  to  deduct  it  in  the 
year  you  pay  it;  right? 

Mr.  Norton.  That's  right. 

Mr.  Chertoff.  That  is  because  if  you  allow  people  to  deduct  a 
year  in  advance,  they  might  be  able  to  manipulate  their  deductions 
to  offset  income  in  a  way  that  would  be  favorable  to  them  and  un- 
favorable to  Uncle  Sam;  right? 

Mr.  Norton.  Yes,  sir. 

Mr.  Chertoff.  Now  do  you  know  whether,  in  fact,  the  $10,131 
in  interest  that  was  paid  in  1978  was  for  interest  that  was  due  and 
owing  in  1978? 

Mr.  NORTON.  I  don't  know  how  to  answer  that  question.  I  know 
that  it  was  deducted,  and  it  was  given  to  me  as  a  deductible  by  the 
Clintons. 

Mr.  Chertoff.  So  they  just  told  you  that  it  was  interest  that 
was  due  and  owing  and  they  had  to  pay? 

Mr.  Norton.  Yes,  sir. 

Mr.  Chertoff.  Have  you  subsequently  learned — and  when  I  say 
"subsequently,"  I  mean,  very  recently — that,  in  fact,  most  of  that 
$10,000-plus  in  interest  was  really  for  interest  due  in  1979? 

Mr.  Norton.  I  have  learned  that  in  my  deposition. 

Mr.  Chertoff.  So  that  it  was  improper  for  the  Clintons  to  tell 
you  that  was  interest  that  was  deductible  in  1978?  That  was  not 
a  proper  deduction? 

Mr.  Norton.  That's  right. 

Mr.  Chertoff.  The  effect  of  that  was,  again,  fitting  in  with  the 
pattern  we  saw  earlier,  it  accelerated  the  deduction.  The  Clintons 
got  to  take  a  deduction  earlier  than  they  otherwise  would  be  able 
to  take  if  they  had  done  this  according  to  Hoyle? 

Mr.  Norton.  Yes,  sir. 

Mr.  Chertoff.  Now  let  me  move  to  1980.  I  would  like  to  show 
you  Schedule  A  and  B  from  1980,  LP  678.  Here  we  have  an  interest 
expense  to  James  McDougal  of  $9,000.  Again,  you  got  that  from  the 
Clintons? 

Mr.  Norton.  Yes,  sir. 

Mr.  Chertoff.  They  told  you  it  was  an  interest  expense? 

Mr.  Norton.  Yes,  sir. 

Mr.  Chertoff.  That  they  were  paying  back  interest  on  a  loan? 

Mr.  Norton.  Yes,  sir. 

Mr.  Chertoff.  The  law  at  that  time,  as  it  is  now,  was  that  prin- 
cipal, repaying  the  principal  of  a  loan  is  not  deductible? 

Mr.  Norton.  That's  right. 

Mr.  Chertoff.  I  mean,  there  is  no  question  about  that.  Even  I 
from  my  brief  exposure  to  kind  of  baby  tax  in  law  school  remember 
that.  Did  you  know  at  the  time,  as  we  now  know,  because  of  the 
reconstruction  of  the  records  that,  in  fact,  the  $9,000  payment  was 
for  principal? 

Mr.  Norton.  I  did  not  know  that. 

Mr.  Chertoff.  Would  you  agree  with  me  that  it  was  improper 
to  deduct  a  principal  payment  as  an  interest  expense? 

Mr.  Norton.  I  agree  with  that. 

Mr.  Chertoff.  By  the  way,  the  source  of  my  knowledge  that  this 
is  principal  comes  from  the  Pillsbury  Report.  The  accountants  that 
worked  for  Pillsbury  did  an  analysis  and  reconstructed  the  records. 
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I  am  not  going  to  go  through  the  whole  arcana  of  the  tax  law, 
and  I  am  not  going  to  ask  you  about  the  1984  and  1985  deductions 
which  have  been  discussed  publicly,  and  those  were  not  on  your 
watch,  and  I  want  to  make  it  clear,  Mr.  Norton,  you  were  always 
relying  on  what  the  Clintons  told  you,  and  you  made  your  judg- 
ment based  on  what  they  told  you? 

Mr.  Norton.  Yes,  sir. 

Mr.  Chertoff.  But  just  based  on  what  we  have  seen  in  this  last 
15  minutes,  there  is  $6,000-plus  of  unreported  profit  in  1980  on 
commodities.  There  is  some  portion  of  $10,000  of  interest  improp- 
erly taken  in  advance  to  accelerate  the  deduction.  There  is  $9,000 
in  interest  that  is  taken  as  a  deduction  that  is  not  deductible  be- 
cause it  is  the  repayment  of  principal.  There  is  at  least  a  serious 
question  about  whether  this  installment,  the  profit  on  the  install- 
ment sale  of  property  was  ever  properly  reported.  That  may  be  ad- 
ditional unreported  income.  We  do  know  that  the  President  never 
mentioned  this  transaction  with  McDougal  on  this  15  acres  when 
he  was  asked  about  it  in  his  interrogatories,  or  even,  for  that  mat- 
ter, when  he  testified  about  it  as  part  of  his  trial  in  Little  Rock. 

So,  I  mean,  based  on  what  we  have  explored  in  terms  of  the 
record  and  your  recollection,  I  take  it  that  when  you  prepared  the 
documents,  and  when  you  gave  advice,  you  relied  totally  upon  what 
Mr.  and  Mrs.  Clinton  told  you? 

Mr.  Norton.  Yes,  sir. 

Mr.  Chertoff.  Any  inaccuracies,  or  errors,  or  failures  to  report 
income,  or  taking  wrong  deductions,  or  not  giving  correct  answers 
in  interrogatories,  that  is  not  anything  that  you  had  anything  to 
do  with? 

Mr.  Norton.  Yes,  sir. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Let's  go  to  the  issue  of  Mr.  Kendall's  call  to 
you  and  the  corrective  measures  that  were  taken.  Mr.  Chertoff 
seemed  to  raise  his  eyebrows  in  surprise  to  hear  your  answer  about 
the  two  items,  the  profit  and  the  loss,  the  loss  and  the  gain  from 
1980,  for  the  1980  return. 

Indeed,  a  release  was  issued  by  Mr.  Kendall,  according  to  our 
records,  in  April  1994,  more  than  2  years  ago,  where  all  of  this  was 
set  out  in  detail.  It  talks  about,  among  other  things,  the  1978,  1979 
return,  and  on  page  3  in  the  first  full  paragraph  of  that  2-year-old 
release  by  the  President's  lawyer,  he  says: 

In  the  analysis  of  the  records  by  the  Clintons'  attorneys  and  accountant  concluded 
over  the  weekend,  it  was  determined  that  a  small  capital  loss  of  $80  from  the  Clin- 
tons' account  was  not  reported  on  the  1979  return.  It  was  also  determined  that  a 
short-term  capital  gain  of  $6,498  from  the  ACLI  account  was  not  reported  on  the 
1990  return. 

Senator  Sarbanes.  1980. 

Mr.  Ben-Veniste.  I'm  sorry,  the  "1980  return."  Then  he  goes  on 
to  say  that: 

Three  of  the  last  five  Presidents  have  been  required  to  pay  back  taxes  that  the 
IRS  determined  were  due  and  owing.  Here  the  Clintons  have  reached  back  14  years 
to  a  time  long  closed  by  the  IRS  and,  after  careful  investigation,  have  made  the 
determination  themselves  to  pay  not  only  the  tax  but  the  interest  for  that  entire 
period  in  an  amount  that  dwarfs  the  tax  paid. 
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With  respect  to  what  the  IRS's  procedures  are,  do  you  know,  Mr. 
Norton,  what  the  statute  of  limitations  is  with  the  IRS  with  respect 
to  failure  to  make  payments? 

Mr.  Norton.  Normally,  it  is  3  years  from  the  due  date  of  the  tax 
return. 

Mr.  Ben-Veniste.  Unless  fraud  is  involved? 

Mr.  Norton.  That's  right. 

Mr.  Ben-Veniste.  In  which  case  it  would  be? 

Mr.  Norton.  A  25  percent  misstatement  of  gross  income  would 
be  6  years.  Fraud  is  unlimited. 

Mr.  Ben-Veniste.  So  6  years  and  3  years.  And  here,  according 
to  Mr.  Kendall's  statement,  2  years  ago  all  of  this  was  fully  laid 
out.  The  taxes  were  fully  paid,  even  though  the  IRS  had  no  ability 
to  collect  it.  Is  that  right? 

Mr.  Norton.  That's  right. 

Mr.  Ben-Veniste.  I  am  delighted  that  Mr.  Chertoff  has  agreed 
with  the  Pillsbury  analysis.  That  is  the  first  time  we  have  heard 
such  a  statement  from  the  Majority  side.  And  we  can  quote  the 
exact  language  that  was  written  at  page  31  of  the  Pillsbury  Report 
which  says: 

On  August  23,  1980,  the  Clintons  paid  $9,000  to  an  unknown  payee.  Through  a 
reconstruction  of  a  Citizens  Bank  mortgage  history  it  has  been  determined  that  this 
payment  was  applied  as  principal  to  the  outstanding  balance  of  the  Citizens  Bank. 
The  Clintons  deducted  the  $9,000  payment  as  an  interest  expense  in  their  1980  Fed- 
eral Income  Tax  Return. 

This  is  the  transaction  that  Mr.  Chertoff  asked  you  whether  it 
was  appropriate  to  deduct  a  principal  payment  as  interest.  Obvi- 
ously, that  was  an  error. 

Mr.  Norton.  Yes,  sir. 

Mr.  Ben-Veniste.  Obviously,  also,  this  has  been  the  subject  of 
much  prior  discussion  and  whatever  tax  liability  incurred  has  long 
been  paid.  Indeed,  the  Majority  has  employed,  according  to  what 
we  see  in  the  reports,  long  ago  on  this  issue,  an  individual  by  the 
name  of  Steven  Bankler  who  has  sat  in  on  your  depositions,  and 
who  was  a  consultant  to  The  Wall  Street  Journal.  Mr.  Bankler's 
opinion  of  the  Clintons  owing  more  tax  liability  than  reported  has, 
in  itself,  been  well  documented;  and  now,  I  guess,  life  follows  art. 
We  now  see  the  expression  of  Mr.  Bankler's  previously  formed 
opinion  produced  in  the  questioning  here  today. 

Mr.  Cole. 

Mr.  Cole.  Mr.  Chertoff  also  asked  you,  Mr.  Norton,  about  a  pay- 
ment in  1978  that  might  have  covered  interest  for  2  years,  1978 
and  1979.  Do  you  recall  that  particular  interest  payment  by  the 
Clintons? 

Mr.  Norton.  Yes,  sir. 

Mr.  Cole.  That  is  described  in  the  Pillsbury  Report  at  page  28 
where  it  states  that  "The  Clintons  paid  their  portion  by  personal 
check  dated  December  28,  1978,  for  $10,130.58  made  out  to  the 
Great  Southern  Land  Company."  And  there  is  a  footnote  that  says: 

Because  they  paid  the  money  to  Great  Southern  Land  Company  in  1978,  the  Clin- 
tons claimed  the  entire  amount  as  an  interest  deduction  on  their  1978  Income  Tax 
Return,  even  though  the  interest  on  the  Whitewater  debt  was  only  partially  due  in 
1978. 


3129 

Now  at  this  time,  Mr.  James,  in  1978  and  1979,  you  have  already 
testified  that  Mr.  McDougal  was  managing  the  Whitewater  invest- 
ment, was  he  not? 

Mr.  James.  Yes,  sir. 

Mr.  Cole.  Do  you  have  any  reason  to  believe  that  the  Clintons 
would  have  known,  other  than  from  whatever  information  Mr. 
McDougal  would  have  provided  to  them,  whether  a  particular  obli- 
gation was  interest,  or  principal,  or  for  one  year  or  another? 

Mr.  James.  No,  sir.  I,  you  know 

Mr.  Cole.  They  were  not  calling  you  and  asking  you  for  informa- 
tion, or  asking  you  to  provide  them  copies  of  the  books  and  records 
of  Whitewater  Development  Corporation,  or  anything  like  that? 

Mr.  James.  No,  sir.  As  I  stated,  I  didn't  have  any  dealings  with 
it  before  it  was  incorporated. 

Mr.  Cole.  Now  let's  talk  a  bit  about  Mr.  McDougal  and  his  man- 
agement style  of  his  various  real  estate  ventures.  He  had  several 
at  that  time,  did  he  not? 

Mr.  James.  Yes,  sir. 

Mr.  Cole.  About  how  many  different  real  estate  developments  at 
different  places  in  the  State  of  Arkansas  was  Mr.  McDougal  man- 
aging then?  By  "then,"  I'm  sorry,  I  mean,  the  1978-80  time  period. 

Mr.  James.  I  would  say  five  or  six,  at  least. 

Mr.  Cole.  Was  Mr.  McDougal  a  good  and  careful  recordkeeper 
with  respect  to  those  various  developments? 

Mr.  James.  No,  sir.  He  carried  a  lot  in  his  head. 

Mr.  Cole.  He  carried  it  in  his  head.  In  fact,  at  the  end  of  the 
year,  did  he  sometimes  bring  piles  of  checks,  documents,  and  re- 
ceipts in  a  box,  hand  it  to  you  and  say,  "here,  do  the  tax  returns"? 

Mr.  James.  Basically,  yes,  sir.  On  most  of  them  I  got  them  at  the 
end  of  the  year. 

Mr.  Cole.  So  you  would  not  know  until  the  end  of  the  year  what 
Mr.  McDougal  had  done  during  the  year,  and  then  he  would  just 
give  you  a  kind  of  unstructured  pile  of  information  that  you  had 
to  sort  through  and  prepare  a  return? 

Mr.  James.  Yes.  According  to  my  deposition,  I  got  check  stubs, 
bank  statements,  and  documents  like  that  and  had  to  file  a  return 
from  that;  plus  sitting  down  with  Mr.  McDougal  and  asking  him 
questions. 

Mr.  Cole.  You  were  the  accountant  for  Whitewater?  You  were 
the  person  who  was  responsible  for  keeping  his  books  and  records 
and  preparing  his  tax  returns? 

Mr.  James.  Yes,  sir. 

Mr.  Cole.  Do  you  have  any  reason  to  believe  that  Mr.  McDougal 
was  more  careful  or  provided  better  information  to  people  who  may 
have  invested  with  him  in  these  ventures? 

Mr.  James.  I  had  no  knowledge  of  that,  sir. 

Mr.  Cole.  So  in  fact,  they  may  have  had  even  less  information 
than  you  had? 

Mr.  James.  Yes,  sir. 

Mr.  Cole.  What  you  had  wasn't  very  good,  was  it? 

Mr.  James.  That's  possible. 

Mr.  Ben-Veniste.  When  Mr.  McDougal  left  Arkansas,  that  was 
in  what,  1986? 

Mr.  James.  I'm  not  sure  what  year,  sir. 
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Mr.  Ben-Veniste.  Well,  whenever  it  was  that  he  left,  he  took  his 
"head"  with  him  and  left  the  shoe  boxes. 

Mr.  James.  Well,  I  had  basically  stopped  doing  his  work  for  him 
by  then. 

Mr.  Ben-Veniste.  You  were  sort  of  the  voice  of  organization,  at 
least  in  terms  of  trying  to  reassemble  or  reconstruct  these  records? 

Mr.  James.  Yes,  sir. 

Mr.  Ben-Veniste.  Did  you  know  of  any  other  person  that  Mr. 
McDougal  relied  upon  to  provide  that  service? 

Mr.  James.  No,  sir. 

Mr.  Ben-Veniste.  So  that  when  Mr.  McDougal  left  taking  his 
head  full  of  organization  such  as  it  was  with  him,  and  leaving  be- 
hind perhaps  even  less  in  the  way  of  documentation  than  you  were 
used  to  assembling,  it  would  be  quite  a  Herculean  task  for  some- 
body to  make  sense  out  of  it? 

Mr.  James.  That  is  correct. 

Mr.  Ben-Veniste.  We  would  cede  back  the  time  to  try  to  move 
this  along. 

The  Chairman.  Senator  Murkowski. 

OPENING  COMMENTS  OF  SENATOR  FRANK  H.  MURKOWSKI 

Senator  Murkowski.  Thank  you,  Mr.  Chairman. 

Mr.  Norton,  you  did  the  Clintons  records  from  1977  to  1983? 

Mr.  Norton.  I  prepared  their  tax  returns  from  1977  to  1983. 

Senator  Murkowski.  You  are  a  CPA? 

Mr.  Norton.  Yes,  sir. 

Senator  Murkowski.  You  have  been  in  practice  how  long? 

Mr.  Norton.  Since  1967. 

Senator  Murkowski.  All  right.  You  signed  off  on  these  returns 
as  a  CPA  for  the  Clintons? 

Mr.  Norton.  Yes,  sir. 

Senator  Murkowski.  When  you  are  in  discussion  with  your  cli- 
ents, as  is  the  case,  what  is  your  approach  to  having  documenta- 
tion in  case  the  IRS  should  audit  the  tax  return?  Do  you  encourage 
your  clients  to  make  sure  they  have  documentation  as  a  matter  of 
course? 

Mr.  Norton.  Yes,  sir. 

Senator  MURKOWSKI.  Why,  then,  in  this  particular  1978  itemized 
deduction  where  we  have  the  Great  South  Land  Company  taking 
a  deduction  of  $10,131,  did  you  not  caution  the  Clintons  on  the  ne- 
cessity of  providing  some  documentation? 

Mr.  Norton.  On  that  specific  transaction? 

Senator  Murkowski.  Well,  it  is  the  largest  single  deduction  in 
the  1978  return,  and  it  is  one  of  the  items  in  question  here. 

Mr.  Norton.  I  do  not  know  how  to  answer  that  question.  That 
was  a  long  time  ago. 

Senator  Murkowski.  When  you  sat  down  and  reviewed  the  form 
prior  to  them  signing  it,  and  as  you  indicated  it  is  a  matter  of  pro- 
cedure to  have  documentation,  did  you  say,  well,  we  ought  to  take 
a  look  at  the  documentation,  or  do  you  have  the  documentation? 
Was  there  any  reference  to  documentation  on  this  particular  item? 

Mr.  Norton.  I  can't  sit  here  and  tell  you  one  way  or  the  other 
whether  that  was  discussed  at  that  point  in  time. 
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Senator  MURKOWSKI.  But  you  did  sign  off  on  it.  You  since  have 
become  aware  that  it  is  not  fully  deductible? 

Mr.  Norton.  Yes,  sir. 

Senator  MURKOWSKI.  Yet,  as  a  CPA  you  have  kind  of  an  obliga- 
tion to  your  clients  to  look  after  their  best  interests  and  to  protect 
them  from  making  a  mistake,  and  this  is  a  pretty  significant  mis- 
take? 

Mr.  Norton.  I  understand  your  question.  I  don't  know  how  to 
look  at  each  item 

Senator  MURKOWSKI.  Let  me  try  and  help  you  out.  I  mean,  we 
all  want  to  take  the  maximum  deductions  and  pay  the  least  tax 
and  do  it  in  a  legal  manner,  but  when  we  have  a  payment  of  the 
magnitude  of  this  that  is  taken  as  an  interest  deduction,  one  would 
want  to  make  sure  that  that  would  not  be  questioned  and  would 
be  a  legitimate  deduction.  And  I  am  sure  you  would  want  to  ensure 
that  for  your  client,  as  well? 

Mr.  Norton.  I  did  rely  on  the  Clintons  to  know  what  is  interest 
and  what  is  not  interest.  I  am  sure,  I  doubt  seriously 

Senator  Murkowski.  You  relied  on  them  as  to  what  was  interest 
and  what  was  not  interest.  Is  that  correct? 

Mr.  Norton.  Yes,  sir. 

Senator  MURKOWSKI.  But  did  you  satisfy  yourself  that  there  was 
adequate  documentation  to  protect  the  Clintons  in  the  event  that 
there  would  be  an  IRS  audit?  Because  you  would  be  called  upon 
in  that  IRS  audit  to  more  or  less  defend  and  give  the  details  be- 
cause the  Clintons,  obviously,  rely  on  a  CPA  to  do  that  in  the  prep- 
aration of  the  tax  return? 

Mr.  Norton.  It  is  not  standard  practice  to  review  each  piece  of 
documentation  when  you  are  preparing  a  tax  return  for  a  client. 

Senator  MURKOWSKI.  No,  but  it  is  standard  procedure  to  encour- 
age and  satisfy  yourself  that  the  document  exists,  because  you  sign 
off  on  this  to  the  best  of  your  knowledge  that  this  is  a  true  and 
accurate  representation  of  the  material  that  has  been  provided. 

Ordinarily,  I  think  most  CPA's  would  ensure  to  the  client  that 
they  have  adequate  documentation.  I  am  just  curious  to  know  why 
in  an  item  as  significant  as  this  that  that  is  apparently  overlooked 
and  now  we  find  it  was  not  an  allowable  deduction  in  its  entirety? 

Mr.  Norton.  We  do  not  know  whether  it  was  overlooked.  No.  1, 
that  was  a  transaction  that  occurred  in  1978.  My  memory  on  an 
individual  transaction  that  long  ago  is  not  that  good.  No.  2,  my 
files  are  not  available  to  me  to  know  what  was  discussed  with  the 
Clintons,  if  anything.  I  can't  say  one  way  or  the  other  whether  any- 
thing was  discussed  as  to  the  documentation  on  that  item. 

Senator  Murkowski.  In  1980,  the  Clintons  deducted  $9,000  as 
interest  on  a  tax  return.  However,  that  is  the  $9,000  payment  to 
pay  part  of  the  principal  to  Whitewater  and  not  interest  accrued 
as  a  result  of  Whitewater;  right? 

Mr.  Norton.  Yes. 

Senator  Murkowski.  Did  you  prepare  that  return,  as  well? 

Mr.  Norton.  Yes,  sir. 

Senator  Murkowski.  So  we  have  gone  from  1978  where  there 
wasn't  documentation  to  a  situation  in  1980,  what  was  the  circum- 
stances there? 
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Mr.  Norton.  The  circumstances  would  have  been  the  same.  The 
Clintons  would  have  supplied  me  a  list  of  information,  you  know, 
like  a  list  of  interest  expense,  and  that  documentation  would  be  in 
my  files.  Again,  those  files  are  not  available.  I  don't  know  where 
they  are  at  this  point. 

Senator  Murkowski.  Well,  it  seems  inconsistent  to  me,  but  ap- 
parently consistent  in  the  manner  in  which  these  two  itemized  de- 
ductions have  been  taken,  that  you  were  simply  satisfied  with  the 
information  the  Clintons  provided  you,  as  opposed  to  asking  them 
for  documentation,  or  to  ensure  that  if  there  were  an  audit,  the 
documentation  was  in  your  files  or  their  files? 

Mr.  Norton.  In  fairness,  in  answering  that  question,  I  do  re- 
member them,  both  Mr.  and  Mrs.  Clinton,  supplying  me,  individ- 
ually, with  lists  of  tax  information.  Whether  there  was  any  other 
documentation,  I  can't  sit  here  and  tell  you  yes,  or  no. 

Senator  Murkowski.  If  they  would  have  asked  you  if  they  could 
have  taken  a  payment  and  deducted  it  for  principal,  what  would 
have  you  have  told  them? 

Mr.  Norton.  No. 

Senator  Murkowski.  Yet  clearly  in  both  these  instances,  in  1978 
and  1980,  that  is  what  happened,  basically.  I  mean,  we  can  go  into 
what  portion  was  interest  and  what  was  principal  but  clearly  they 
were  not  all  deductible. 

Mr.  Norton.  Well,  one  of  these  payments,  and  I  do  not  know 
which  one,  the  one  that  had  no  payee  on  the  check — I  was  shown 
that  in  my  deposition  the  other  day — had  on  it  "reimbursement  of 
6  months  interest."  Whether  I  ever  saw  that  documentation  before 
the  deposition,  I  cannot  sit  here  and  tell  you.  But  if  you  just  looked 
at  that  one  check  and  saw  it  was  written  for  reimbursement  of  6 
months  interest,  I  am  not  sure  how  far  back  I  would  have  to  go 
to  look  at  documentation. 

Senator  Murkowski.  It  is  difficult  to  go  back  and  address  past 
documentation,  but  you,  sir,  are  a  CPA  and  clearly  had  you  been 
presented  with  the  question  by  your  client,  I  have  got  a  payment 
here  and  I  would  like  to  deduct  it  because  it  is  a  business  expense, 
and  a  portion  of  it  goes  to  principal  and  a  portion  to  interest,  you 
would  have  said,  well,  fine,  we  can  consider  the  interest  but  we 
cannot  consider  the  principal. 

Mr.  Norton.  You  are  exactly  right,  sir. 

Senator  Murkowski.  But  on  the  other  hand,  with  the  clients  we 
have,  at  that  time,  Governor  Clinton,  right? 

Mr.  Norton.  Yes,  sir. 

Senator  Murkowski.  Who  may  not  have  a  great  deal  of  expertise 
in  taxes,  but  certainly  you  would  expect  Mrs.  Clinton,  an  attorney, 
to  know  the  difference  between  principal  and  interest  and  what  is 
deductible  and  what  is  not  deductible.  Yet,  you  based  these  deduc- 
tions on  their  submission  to  you,  evidently  without  documentation, 
and  how  do  you  explain  the  Clintons  overlooking  the  difference  be- 
tween deducting  the  entire  amount  paid  as  a  business  expense  and 
the  reality  that  you  can  only  deduct  interest? 

Mr.  Norton.  I  can't  explain  that,  sir. 

Senator  Murkowski.  Mr.  Chairman,  it  is  difficult  for  me  to  just 
accept  the  fact  that  Mr.  Norton  can't  explain  the  difference;  and  yet 
you  would  expect  a  lawyer  in  a  partnership,  and  certainly  a  Gov- 
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ernor,  to  have  some  idea  of  the  difference  between  what  virtually 
every  American  is  aware  of;  that  is,  that  you  can  deduct  interest 
but  you  cannot  deduct  principal. 

We  have  seen  it  here  in  two  cases  in  1978  and  1980.  I  guess  I 
would  ask  one  more  question,  Mr.  Norton.  Are  you  aware  that  the 
handwritten  notes  of  Vince  Foster  that  were  turned  over  to  this 
Committee  described  the  Clintons'  taxes  as  "a  can  of  worms  that 
you  don't  want  to  open"? 

Mr.  Norton.  I  think  I  read  that  in  one  of  the  news  accounts. 

Senator  Murkowski.  Well,  Mr.  Chairman,  I  think  that  we  have 
opened  it.  It  is  just  inconsistent  with  reality  to  suggest  that  people 
with  the  expertise  and  business  acumen  of  the  Clintons,  and  in  a 
venture,  whether  it  be  commodities  on  one  hand,  or  real  estate  and 
Watergate[sic]  on  the  other,  would  attempt  to  put  down  on  a  tax 
return  a  deduction  for  principal,  when  everyone  is  aware  that  that 
is  disallowed  and  should  have  been  caught  by  you. 

They  should  have  had  documentation.  And,  you  know,  here  we 
are  with  hearings  going  on  in  this  Committee  relative  to  an  item 
that  should  not  have  come  up  under  any  terms  and  circumstances 
simply  because  you  cannot  deduct  principal  for  a  business  expense. 

That  is  the  extent  of  my  questioning,  Mr.  Chairman. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Mr.  Norton,  do  you  have  reason  to  believe,  or  do 
you  have  knowledge  that  the  $9,000  deduction  of  principal  ever 
was  paid?  Whether  that  was  ever  paid  back  to  the  Treasury? 

Mr.  Norton.  I  have  no  knowledge  on  that  one  way  or  the  other. 

Mr.  Chertoff.  You  don't  know,  as  we  speak  here  today,  whether 
that  has  ever  been  paid  back? 

Mr.  Norton.  I  don't  know. 

Mr.  Chertoff.  I  take  it  with  respect  to  the  commodities  profit 
in  1980,  the  $6,000-plus  profit  which  I  guess  after  the  Special  Pros- 
ecutor was  appointed,  Mr.  Kendall  issued  an  announcement  about 
the  fact  they  discovered  this  additional  $6,000  profit.  During  that 
14  years  between  the  time  it  should  have  been  reported  and  the 
time  it  was  reported,  did  you  have  any  inkling  about  it  from  the 
Clintons? 

Mr.  Norton.  No,  sir. 

Mr.  Chertoff.  By  the  way,  regarding  the  issue  of  the  Pillsbury 
Report — and  just  to  make  it  clear,  I  was  reading  I  think  from  what 
the  accountants  did  in  reconstructing  the  records — did  the  lawyers 
from  Pillsbury  ever  interview  you? 

Mr.  Norton.  No,  sir. 

Mr.  Chertoff.  So  you  never  were  able  to  tell  them  of  your  recol- 
lection of  Mr.  Clinton's  "back  off"  instructions  to  you  during  the 
initial  discussion  with  Mr.  McDougal  and  Mr.  Clinton? 

Mr.  Norton.  That's  right,  sir. 

Mr.  Chertoff.  Mr.  James,  I  would  like  to  close  by  turning  to 
you.  I  would  like  to  give  you  a  page  of  a  book  written  by  James 
Stuart,  page  153,  called  "Blood  Sport."  There  are  two  paragraphs 
that  recount  a  discussion  which  the  author  says  took  place  between 
you  and  Susan  McDougal. 

There  are  only  three  possibilities  with  respect  to  this  discussion. 
Either  the  author  made  it  up,  or  he  got  his  information  from  you, 
or  he  got  his  information  from  Susan  McDougal.  So  since  we  have 
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you,  I  want  to  go  through  this  with  you  and  I  want  to  ask  you  a 
couple  of  questions.  This  relates  to  an  event  that  is  supposed  to 
have  occurred  in  1986.  Beginning  in  the  first  full  paragraph: 

Perhaps  the  1984  delays  could  be  ascribed  to  negligence,  but  now  in  1986  Susan 
felt  that  Hillary  was  being  obstructionist.  Susan  was  so  upset  by  Hillary's  recal- 
citrance that  she  called  Charles  James,  the  accountant  who  handled  the  Whitewater 
books  and  had  handled  the  paperwork  to  incorporate  Whitewater  Development  in 
the  first  place.  Susan  explained  that  Hillary  was  refusing  to  submit  a  financial 
statement,  and  she  was  desperate.  What  can  I  do,  she  asked?  This  whole  house  of 
cards  could  come  down. 

James  recognized  how  upset  Susan  was  and  how  important  it  was  to  get  the  fi- 
nancial statement.  He  said  he  would  bring  the  Whitewater  records  over  to  her  house 
and  they  would  prepare  some  information  to  use  with  Hillary.  When  he  arrived, 
James  and  Susan  sat  down  and  James  wrote  down  the  various  payments  from  the 
McDougals  and  the  Clintons  on  a  yellow  legal  pad.  Of  the  almost  $200,000  that  the 
Whitewater  partners  had  had  to  contribute  to  cover  shortfalls  in  income  from  the 
development  itself,  the  McDougals  had  contributed  just  over  $138,000.  The  Clintons 
just  under  $36,000.  Before  performing  this  exercise,  James  and  Susan  hadn't  real- 
ized how  large  a  discrepancy  the  payments  reflected  and  James  was  irate.  You  tell 
her,  by  God,  you  have  given  all  this  money  to  this  project  and,  by  God,  you  want 
the  statement. 

Mr.  James  is  this  true? 

Mr.  James.  No.  I  don't  ever  recall  this  meeting,  or  any  of  this. 

Mr.  Chertoff.  Now  when  you  say  you  don't  recall  it,  it  is  very 
important  here  because,  remember,  there  are  only  three  possibili- 
ties. Either  the  author  just  made  it  up,  or  it  comes  from  Susan 
McDougal,  or  it  comes  from  you? 

Mr.  James.  It  did  not  come  from  me. 

Mr.  Chertoff.  Are  you  saying  you  don't  remember  one  way  or 
the  other,  or  are  you  absolutely  saying  that  this  story  is  untrue? 

Mr.  James.  I  don't  recall  this  meeting  or  this  taking  place  at  all. 

Mr.  Chertoff.  So  you  are  not  in  a  position  to  deny  that,  for  ex- 
ample, if  Susan  McDougal  recalls  it  but  you  can't  confirm  it  either? 

Mr.  James.  That's  right. 

Mr.  Chertoff.  That  is  all  my  questions,  Mr.  Chairman. 

Senator  Murkowski  [presiding].  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Well,  that  is  about  as  close  to  a  denial  as  I 
have  ever  heard  that  anything  remotely  like  this  occurred.  If  some- 
thing like  this  occurred,  you  would  remember  it? 

Mr.  James.  I  would  think  so,  sir. 

Mr.  Ben-Veniste.  And 

Mr.  James.  Whoever  the  author  was  of  this  book  never  contacted 
me. 

Mr.  Ben-Veniste.  Well,  we  have  now  approached  a  new  level 
here.  Fiorello  LaGuardia  read  the  comics  to  the  public  in  New  York 
when  there  was  a  newspaper  strike,  and  I  guess  we  are  into  a  new 
era  of  reading  fictionalized  accounts,  or  narrative  versions  of 
events. 

Who  knows  who  produced  this  information,  or  how  it  was  sliced, 
diced,  and  put  in  the  Cuisinart  to  come  in  this  form.  We  have  dealt 
with  other  parts  of  this  book  and,  as  I  have  said  before  in  these 
hearings,  it  is  not  my  intention  to  do  a  book  review  of  Mr.  Stuart. 
But  clearly  in  regard  to  his  account  of  the  Clinton's  financial  state- 
ments and  the  way  the  loan  was  classified  at  the  bank  in  Flippin 
where,  according  to  the  testimony  we  have  produced  under  oath, 
was  grossly  inaccurate  and  unfair. 
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This  is  another  example  where  the  proposition  is  put  forward 
that  a  conversation  involving  all  of  these  elements  occurred,  you 
were  supposed  to  be  one  of  the  participants,  and  quite  clearly  on 
the  basis  of  everything  you  know,  that  conversation  did  not  occur? 

Mr.  James.  Not  that  I  recall,  sir.  And  I  would  think  I  would  re- 
call that. 

Mr.  Ben-Veniste.  I  think  that  is  a  fair  enough  note  to  close  on. 

Senator  Murkowski.  We  have  come  to  the  determination  that  is 
enough  for  today.  We  are  going  to  adjourn  the  hearing,  and  we  will 
reconvene  tomorrow  at  10:00  o'clock. 

Thank  you,  Mr.  Norton,  Mr.  James,  I  wish  you  a  good  day. 

[Whereupon  at  11:55  a.m.,  the  hearing  was  recessed,  to  recon- 
vene at  10:00  a.m.  on  Thursday,  May  16,  1996.] 

[Appendix  supplied  for  the  record  follows:] 
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1  Q    All  right.   Well,  did  you  ever  give  Mr.  McDougal 

2  either  expressed  or  implied  permission  to  affix  your 

3  signature  to  any  documents  bearing  --or  relating  to 

4  Whitewater  Development  Corporation  business? 

5  A    I  don't  remember  having  such  a  discussion,  but  Mr. 

6  McDougal  was  clearly  managing  the  property  and  doing 

7  what  he  thought  that  he  could  to  move  the  property. 

8  Q    Okay . 

9  A    But  I  don't  remember  any  specific  discussion  of 

10  that,  sir. 

11  Q    And  you  entrusted  Mr.  McDougal,  or  you  trusted  Mr. 

12  McDougal  to  do  what  was  necessary  for  the  benefit  of  the 

13  joint  venture  between  yourself  and  your  wife;  is  that 

14  correct? 

15  A    I  did  trust  him,  yes,  sir. 

16  Q    All  right.   And  were  there  occasions,  for  instance, 

17  where  Mr.  McDougal  would  send  you  documents  to  sign, 

18  such  as  loan  renewals  and  extensions,  that  you  would 

19  sign  and  return  to  him? 

20  A    Well,  I  signed  some  renewals  and  extensions  over 

21  time,  perhaps  he  sent  them  to  me.   I  don't  remember 

22  specifically. 

23  Q    Well,  did  you  ever  initiate  or  undertake  an  active 

24  role  in  obtaining  the  financing  for  Whitewater 

25  Development  Corporation,  itself? 
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1  A    No,  sir,  I  did  not. 

2  Q    All  right.   As  far  as  the  initial  loans  that 

3  Whitewater,  can  you  explain  to  the  jury  basically  how 

4  -  Whitewater  Development  Corporation  was  initially 

5  financed? 

6  A    Yes,  sir.   When  we  bought  the  230  acres  of  land,  we 

7  --  the  price  was  $200,000.00,  and  we  paid  $20,000.00 

8  down,  which  we  financed  with  a  loan,  I  think  from  Union 

9  Bank  of  Little  Rock,  but  anyway,  from  another  bank,  and 

10  then  we  borrowed  the  $180,000.00  amount  from  the  local 

11  bank  in  Marion  County,  the  bank  in  Flippin,  it  has  had 

12  several  different  names  over  the  last  IS  years,  I  think 

13  it  has  had  three  different  names,  but  anyway,  it  is  the 

14  only  bank  in  town. 

15  Q    Okay. 

16  A    We  borrowed  the  money  from  that  bank,  the  principal 

17  amount.   And  it  was  --  and  our  hope,  I  will  say  again, 

18  was  that  we  could  sell  enough  lots  so  that  the  income 

19  from  the  lots  would  at  least  be  sufficient  to  pay  off 

20  the  bank  notes  when  they  came  due,  and  then  hopefully, 

21  some  day,  we  would  actually  make  a  profit. 

22  Q    Okay. 

23  A    It  was  a  vain  hope,  as  it  turned  out. 

24  Q    As  far  as  the  land  itself,  let's  take  it  one  step  at 

25  a  time,  you  talked  about  the  purchase  of  the  land.   Did 
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1  dreams  or  visions  were  for  this  particular  property? 

2  A    Well,  he  told  me  what  he  hoped  --he  told  me  what  he 

3  hoped  would  happen  to  the  business  ventures. 

4  *  Q    Okay. 

5  A    And  I  thought  it  was  a  good  risk,  and  so  I  joined 

6  him. 

7  Q    And  you  placed  your  trust,  and  your  wife  placed  your 

8  trust  in  Mr.  McDougal's  abilities  and  his  integrity;  is 

9  that  correct? 

10  A    Yes.   But  we  also  had  an  independent  judgment  about 

11  what  the  market  would  probably  do.   Turned  out  our 

12  judgment  was  wrong. 

13  Q    Now,  you  had  a  situation  involving  Mr.  Logan's 

14  property.   You  indicated  you  got  some  financing  at  Union 

15  National  Bank.   Do  you  know  who  the  loan  officer  was  at 

16  Union  National  Bank  that  made  that  loan? 

17  A    I  don't  remember  that,  sir. 

18  Q    Did  you  ever  know  or  meet  a  Harry  Don  Denton  that 

19  worked  at  Union  National  Bank? 

20  A    I  know  who  Don  Denton  was.   I'm  not  sure  I  met  him 

21  at  that  time  or  whether  he  was  the  loan  officer  on  the 

22  note. 

23  Q    Did  you  have  anything  to  do  with  acquiring  the 

24  initial  financing  from  Union  National  Bank? 

25  A    I'm  not  sure.   I  might  have,  because  I  had  some 
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1  friends  who  worked  there  and  I  knew  che  people  who  owned 

2  the  bank,  but  I'm  not  sure. 

3  Q    As  far  as  the  major  financing  from  the  only  bank  in 

4  .  Flippin,  and  I'm  with  you,  I  can't  keep  the  names 

5  straight,  so  let's  just  refer  to  them,  to  the  bank  in 

6  Flippin,  as  far  as  the  major  financing,  did  you  have 

7  anything  to  do  with  that  major  financing? 

8  A    Well,  I  knew  the  people  at  the  bank,  and  I  was  aware 

9  that  they  were  willing  to  finance  it,  but  I  believe  Mr. 

10  McDougal  made  the  contact. 

11  Q    Okay.   So,  again,  you  were  deferring  to  Mr. 

12  McDougal 's  expertise  and  Mr.  McDougal 's  leadership  -- 

13  A    That ' s  right . 

14  Q    --in  terms  of  establishing  this  particular 

15  transaction? 

16  A    That's  correct. 

17  Q    Now,  let's  just  jump  ahead.   You  indicated  in  1981 

18  there  was  a  representation  made  to  you  by  Mr.  McDougal 

19  that  the  bank,  in  and  of  itself  --  I  mean,  the  land,  in 

20  and  of  itself,  was  now  generating  enough  income  to 

21  become  self-sufficient.   Do  you  remember  that,  sir? 

22  A    I  believe,  to  be  specific,  Mr.  Jahn,  I  believe  that 

23  the  representation  was  that  enough  lots  had  been  sold  so 

24  that  the  cash  flow  on  the  lots  would  at  least  cover  the 

25  bank  notes  when  they  came  up. 
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1  Mr.  3urge .   We  parcicipaced  in  a  portion  of  che  lea.-. 

2  Mr.  Chert off.   Is  that  the  same  ching  as  saying  ycu 

3  basically  split  the  loan  and  another  bank  cook  up  half  the 

4  loan? 

5  Mr.  3urge.   Yes,  sir. 

6  Mr.  Chertoff.   What  was  the  bank  chat  cook  up  Che  other 

7  half  of  che  loan? 

a        Mr.  3urge.   Union  National  Bank  of  Liccie  Rock. 

9         Mr.  Chertoff.   How  did  that  bank  come  co  be  che  one  chac 

10  was  invited  in  to  take  in  half  the  loan? 

11  Mr.  3urge.   They  were  our  major  correspondent. 

12  Mr.  Chertoff.   That  means  a  bank  in  Liccie  Rock  wich 

13  vhem  you  had  a  relacionship;  righc? 

14  Mr.  Surge.   That  is  correct. 

15  Mr.  Chertoff.   Now,  Mr.  Denton,  you  were  at  the  Union 
IS  Nacional  Bank  of  Lictle  Rock  in  1978? 

17  Mr.  Denton.   Yes. 

18  Mr.  Chertoff.   What  was  your  position  at  that  poinc? 

19  Mr.  Denton.   Senior  vice  president  and  chief  lending 

20  officer. 

21  Mr.  Chertoff.   Do  you  remember  a  time  chac  you  learned 

22  about  a  loan  that  was  going  to  be  made  for  a  real  estaca 

23  venture  to  be  handled  by  the  McDougals  and  the  Clintons? 

24  Mr.  Denton.   Yes. 
Mr.  Chertoff.   How  did  you  first  learn  about  that  loan? 
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Mr.  ler.tcr. .  Z   was  approached  by  one  of  two  individuals 
that  were  an  emissary  for  the  owner  of  the  Bank,  Herbert 
McAdams . 

I  was  informed  that  the  two  parties  and  their  wives  were 
purchasing  real  estate;  that  union  3ar.k  was  being  asked  tt 
make  a  $20,000  unsecured  loan  for  the  equity  in  that 
purchase . 

Ac  the  time,  I  understood  that  the  balance  of  the 
purchase  price  would  be  carried  by  the  seller.   I  was  net 
aware  another  bank  was  involved  in  the  transaction. 

Mr.  Chertoff.   So  you  were  approached  about  the  S2C,000 
portion  of  the  loan?   Is  that  right? 

Mr.  Jentcn.   Yes. 

Mr.  Chertoff.   Who  were  the  two--ycu  said  there  were  two 
people,  one  of  two  people  who  approached  ycu  on  behalf  of 
the  owner.   Who  were  these  people  you  were  referring  to? 

Mr.  Denton.   It  was  either  Gene  Smith  cr  Paul  Berry. 

Mr.  Chertoff.   And  what  was  their  function  or  their 
position  at  the  bank? 

Mr.  Denton.   They  were  boch  public  relations  officers 
that  functioned  as  lobbyists,  paid  lobbyists  on  staff  at  the 
bank. 

Mr.  Chertoff.  You  mentioned  an  individual  by  the  name 
of  Paul  Berry,  whose  name  actually  came  up  I  guess  earlier 
in  the  year  in  connection  with  a  discussion  at  the  White 
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House  about- -I  think  it  was  in  January  of  1994- -about 
Beverly  Bassecc  Schaffer.   There  was  a  list  of  people  thai 
might  he  sent  down  to  Arkansas. 

Can  you  ;ust  cell  us  a  Little  bit  about  Mr.  3erry?  Ycu 
said  he  was  a  lobbyist  for  the  bank? 

Mr.  Dencon.   Yes.   Paul  Berry  bad.— the  reason  Z   am 
uncertain  as  co  which  cf  chose  parries  approached  me  is 
because  Mr.  Berry  was  employed  at  just  about  that  time  in 
1378  by  the  bank  to  actually  cake  over  and  learn  the  ropes 
from  Gene  Smith. 

Incidentally,  Mr.  Smith  died  shortly  after  that  period 
of  time. 

Paul  3erry  had  previously  been  employed  as  a  lobbyist 
for,  I  believe,  the  American  Medical  Association,  had  worked 
some  for  the  Tyson  Foods  operation  in  Northwest  Arkansas, 
and  as  I  recall  was  a  former  roommate  of  3ill  Clinton's. 

Mr.  Chertoff.  Now  were  you  told  by  this  emissary  from 
the  owner  of  the  bank  why  the  owner  of  the  bank  wanted  you 
to  granc  this  loan  to  the  McDougals  and  the  Clintons? 

Mr.  Denton.   I  was  informed  that  the  basis  of  the  loan 
was  Bill  Clinton,  who  was  described  at  that  point  as  an  up 
and  coming  political  stare,  rising  star  in  the  State  of 
Arkansas . 

Mr.  Chertoff.  So  you  were  cold  that  the  owner  of  the 
bank  wanted  you  to  make  the  loan  because  it  was  to  a  group 
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that  included  Mr.  Clinton  and  Mr.  CI  inter,  was  viawed  as 
r.av.r.c  gccd  political  prospects? 

Is  ;r.a:  right? 

Mr.  Densan.   Thac  is  accuraca;  yes. 

Mr.  Chertoff.   Had  you  not  gotten  that  instruction, 
would  ycu  in  your  capacity  as  a  bank  officer,  would  ycu  r.ave 
apprcved  an  unsecured  loan  to  Mr.  McDougal  and  to  Mr. 
Clinccn  and  cheir  wives? 

Mr.  Dene on.   No. 

Mr.  (Thereof f.   Why  not? 

Mr.  Denton.   I  had  previous  banking  experience  with  Jim 
McDougal,  all  of  which  had  been  very  satisfactory,  but  all 
had  involved  the  personal  involvement  of  former  Senator 
F  ulbnghc . 

Senator  Fulbright  had  guaranteed  all  the  previous  loans 
to  Mr.  McDougal.   McDougal  had  a  reasonably  modest  net  worth 
and  was  not  entitled  to  a  $20,000  unsecured  credit,  in  my 
opinion. 

Mr.  Chertoff.   Now  you  also  indicated,  Mr.  Denton,  you 
did  noc  realize  at  the  time  you  were  involved  in  a  $20,000 
loan;  that  there  were  going  to  be  other  loans  and 
participation  from  other  banks  on  portions  of  this  loan. 

Is  that  correct? 

Mr.  Denton.   I  was  noc  aware  of  that.   I  had  understood 
that  the  other  loan  would  be  carried  by  the  seller  of  the 
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property. 

Mr.  Cherceff.   Now  did  you  receive  financial  statements 
in  connection  with  this  S20.000  lean? 

Mr.  Denton.   I  don't  recall  if  I  received  one 
specifically  on  that  loan.   I  had  in  the  bank's  possession 
current  financial  statements  from  Mr.  McDougai  on  exist  ir.g 
leans.  Z   did  noc  receive  a  personal  financial  statement 
frcm  Bill  Clincon. 

Mr.  Chertoff.   Was  there  a  point  thereafter  that  some  of 
tr.s  Sank  Examiners,  or  regulators  ac  some  poinc  criticized 
the  documentation  underlying  this  particular  loan  to  the 
McDougais  and  che  Clincons? 

Mr.  Denton.   As  I  recall,  wi :hin  a  year,  perhaps  a  two- 
year  period,  that  loan  was  lifted  among  other  loans  as  being 
cr.e  poorly  documented  for  having  the  absence  of  financial 
statements . 

Mr.  Chertoff.   Mr.  Denton,  in  this  period  of  time 
generally,  I  just  want  to  ask  you  a  question  about  the 
philosophy  of  the  bank  and  Mr.  McAdams,  the  owner  of  the 
bank,  concerning  loans  to  political  figures,  did  he  have  a 
philosophy  or  a  policy,  or  was  there  a  philosophy  or  a 
policy  at  the  bank  about  how  to  treat  applications  for  loans 
from  people  who  were  politically  powerful? 

Mr.  Denton.   I  don't  know  if  there  was  a  stated  policy 
regarding  political  loans.   I  would  sav  that  there  was 


3146 


10 


14 

1  s 

16 
17 
13 
19 
20 
21 
22 
23 
24 
25 


certainly  r.ct  a  forma.,  written  cc.icy  i-  that  regarc. 

Mr.  Chertoff.   Was  there  a  practice? 

Mr.  ;er.cor..   The  practice  was  fairly  well  described. 
Mr.  McAdams  was  actively  involved  in  politics  and  had  been 
for  a  number  of  years,  and  had  a  number  of  contacts  in  z'r.e 
political  arena,  and  frequently  extended  credit  to  political 
entities . 

Mr.  Chertcff.   Mr.  3urge,  I  want  to  come  back  to  you. 

Now  at  seme  point  in  1978  the  loan  is  out;  the  property 
is  acquired.   Your  bank,  the  Citizen's  Bank,  has  about  half 
of  the  loan,  about  590,000,  and  the  other  part  of  it  is  over 
at  Union  National  Sank. 

Is  that  right? 

Mr.  surge.   That's  correct. 

Mr.  Chertoff.   And  did  there  come  a  point  that  you 
became  concerned  about  the  problem  with  the  sales  of  the 
property  that  was  hopefully  supposed  to  be  providing  the 
income  to  pay  back  the  loan? 

Mr.  Surge.   Yes,  Z   did. 

Mr.  Chertoff.   What  was  your  concern? 

Mr.  Burge.  Well,  there  had  been  a  period  of  time  there 
had  not  been  any  sales  ac  all  on  the  property. 

Mr.  Chertoff.   Did  you  take  some  steps  to  approach  the 
McDougals  and  the  Clintons  about  requiring  them  to  start  to 
pay  off  the  principal  of  the  loan  because  you  were  concerned 
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ion  of  probing  in  any 


:i    problem  with  that. 
131    I  do  have  a  problem  with  us  getting  into 
Ml    whatever  business  Mr.  Berry  maybe  doing  that 
doesn't 

:l *|     have  an v thing  to  do  with  the  resolution^-Vou  know.  I 
io|     used  to  lobby  and  I  know  that  in  some  sense  -  in 
: "\    some  instances,  it  is  not  appropriate  to  disclose 
Ml    what  you  are  doing  on  behan of  your  clients.  I 
'i    don't  know  if  that's  the  case  for  Mr.  Berry  or  not^. 
;oi     But  I  don  t  think  we  need  to  put  him  in  I 
::i     position. 

MR.  BARTOU3MUCCI  :y 
Page  It 
Joesn  i  -  we  can/ask  him  what  his  date  of  birth  is. 
but  some  questions  are  background  and  the  authority 
lo  ask  then  are  fairly  iraplicit  in  other  items  in  the 
mi    resolution,  and/in  this  case.  I  think  this  fairly 
151     goes  to  the  nature  of  r/is  involvement  with  the  White 
in|    House. 
"I     I  have  no  mien 
si     detail  the  - 
»|     the  While  Ho 
iui     who  he  talks  I 
ill    ,  an  exclude  cer 
,:i  MR.  IVEY: 

131  that  type  of  quesuc 
rJ|  asking  specifically  i 
1 51  may  have  lobbied  i 
i«l  MR.  BARTOLOM^CC 

i  "I    asking  anything  like  that. 
i si  THE  WITNESS:     TW) 

in    lave  never  requested  any 
House 

:u|    staff  or  the  President  to  make  an  appointment  for  me 
: ;  |     .in vw  here  in  the  executive  branch  of  government 
never 

;::    ai  any  lime  during  his  presidency.  I  have,  for 

Page  17 
;  i     information  purposes,  informed  different  people  in 
(he  White  House  of  some  of  my  activities,  and  I  - 
when  I  have  been-asked  what  are  you  doing.  Paul,  well 
-I    I  am  working  on  tnis.  that  and  the  other.  I  have  had 
-I     that  kind  of  condensation 

BY  MR.  BzUTOLOMUCCI: 

ling  mc  that  \uu  haven  t  had 
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•  on  behalf  of  clients  with 
lid  want  to  have  a  sense  of 
ute  House  because  then  that 
sibililies  later. 

t  have  any  problem  with 

\I  do  have  a  concern  about 

he  substance  of  what  he 

I  had  no  intention  of 


pnale  answer  is  I 
:  of  the  White 


So.  are 
tversatioi  i 


121 1    various  branches  of  the  administration  -  of  the 
I— I    executive  branch  of  government.  I  have  arranged 

Page  18 
1 1 1    meetings  for  clients,  with  the  various  officials  in 

ye  branch.  But  your  question  was  about 
the  White  Hou 

Q     That  '.*  correc 
Turning  your  attention  bdtkjo  the  Union 
Satumal  Bank. 
-Yes. 
Q     Dunrit~uietime  that  you  iWr  there.  Here 
you  aware  of  the  factthatihe  bank  had  made  an 
unsecured  S20.000  loan  to^BJll  ClintoKandJim 
McDougal  ? 

A      Yes,  sir. 

Q     Did  you  have  any  mvolv 
A     Are  you  aware  that  we  I 
Union  National  Bank  where  we  i 
unsecured  loans  to  individual  accou 
marketing  device  was  called  "pr 
identified  young  professionals  and  ofl 
$10,000  line  of  unsecured  credit  if  tlfey  wpuld  open 
their  checking  accounts  with  us. 

Q     So .  what  you  are  telling  me  J  the  bank  had  a 
policy  of  extending  S  10.000  ofcredi/to  those  young 
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professionals  »'io  opened  - 

A     Yes. 

Q      -  /lev  accounts?/ 

A  Yes.  Manv>anks  had  that  at  ftoat  time  that 
kind  of  progparn".  It  generically  had  different  names 
for  it. 

Q      Was  this  S20.000  loan  to  Bill  Clinton  and 
Jim  McDougal  made  as  part  of  the  program  you  hair 
just  described  ? 

A     No.  It  was  not  unusual.  The  loan 'was  made 
to  Mr.  Clinton  and  Mrs.  Clinton.  I  had  solicited 
their  personal  banking  business  and  we  had  their 
personal  accounts.  And  when  they  had  a  credit  need, 
we  were  -  I  was  the  one  that  introduced  them,  as  I 
recall  to  Mr.  Denton. 

Q      I  want  to  he  dear o\\imething.  It  is  our 
understanding  that  I  describe^.  \hich  was  ■ 

A     Yes. 

Q      -  granted  in  June  of  TS  »W  a  loan  to 
Bill  Clinton  and  Jim  fiAr^uifAl  ana\ieither  of  their 


ith  White  House  employee}  which 
t  mi  hehalj \  f  client*  as  part  of  your  lobbying  - 
tad  conversations  as  to  process, 
timing  w  ill  be  on  matters,  and  what 
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spouses  were  parties  t^  that  loan.  You\mentioned  - 
A     I  didn't  sec  the  signed  loan  a&reement.  I 


ith  the  establishment  of  the 
sition  on  the  range  of  issues. 

hold  me  that  you  do  lobbying  at 


A  I  have 
how  -  what  the 
the  process  will 
administration^ 

Q     Sow 
ilw  federal  level 

\     V 

(J     And  I  assume  that  means  some  interaction 
ii  nli  government  employees .  so  is  it  members  or  staffs 
.•/  the  legislature  that  you  have  been  involved  nith? 

\     I  have  -  ves,  and  I  have  also  called  on 
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thought  it  w«  tn  Mr    and  Mrs    riintnnll  thought 

she  was  on  the  note  also,  but  I  have  never  seen  that 
original  loan  document. 

Q     I  just  named  to  make  sure  we  were  talking 
about  the  same  thing. 

A     Mr.  McDougal  was  already  a  customer  of  the 
hank  when  that  loan  was  made:  a  loan  customer,  too. 

Q      You  just  sauJ  you  solicited  the  Clintons ' 
personal  banking  business  for  the  bank  ? 

A     Yes. 
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■Q     Does  that  mean  you  were  involved  in  the 
making  of  this  loan  we  are  talking  about? 

A     I  was  involved  in  that  to  the  extent  that  I 
had  .asked  them  to  bank  with  is,  open  their  personal 
banking  accounts  with  us.  and  we  had  personal 
ace— IS,  banking  accounts,  of  the-Gtirffons.  and  we 

>■  call  on  all  our  customers,  if  they  had  a 
creaSt  need,  if  they  wanted  to  borrow  money,  that  was 
our  lousiness. 

Q     Sow,  it  w6sn  t  your  idea  for  Bill  Clinton 
CI  I    and  Turn  McDoufal  to  borrow  this 
\zz\  A    "No,,niey  had  -  thcy>nfe  contemplating 


i;;i    that  mfaa  - 


Page  23 
A     I  thought  it  was  a  good  -  I  thought  it 
would  be  a  good  thing  for  him. 
Q     And- 

.A     Little  did  I  know. 
C^QjJ  he  tell  um  that  he  wanted  $20. OW 
v  did  thatjigure  tome  about'' 
A     I  don't^here  was  no  figure  that  I 
recall  in  the  onginahdiso  >sion.  There  may  have 


a  piece  of  land  within 
e  sort  of  cottage  or  house 
ficallv  recall  a  number 


General  Clinton,  and  1  discussed 
were  going  to  do  that  and  I  said 
decision  to  do  so,  we  would  like 
my  guess  that  we  would  like  to  make 

f  is  June  of  '78,  so  you  are  no  longer 
run  Mr.  Clinton;  nght? 

I  was  not.  He  was  the  Attorney 

I  mean,  he  was  the  Attorney  General 
I  was  running  for  governor  for  first 
k  the  Democratic  nominee  for  governor  at 
thai  pail 

a 

and  l 
A 

we  wa 

tinac,  and  in  the 
•of  this 
Q     What  did  he 
A     I  had  bought  a  place  on  the  White  River 
myadf.  lower  down,  and  we  were  talking  about  -  a 

Page  22 
nuaaoer  of  people  were  interested  in  land  in  north 
Aili— mi 

Q     What  did  he  tell  you  about  the  business 
deal  that  he  was  getting  into  with  Mr.  McDougal? 
A     Well,  the  preliminary  discussion  in  my 
i  wms  simply  that  he  and  Mrs.  Clinton  were 
jof  trying  to  buy  a  small  place  up  on  the 
rer,  for  a  vacation  getaway  place  for 
That  was  in  the  original  discussion. 
nam  toiom.  that's  not  the  farm  thai 


\pproached  you  and  said.  StcDnugal 
mess  deal  and  - 

whether  he  approached  me  or  - 
uentl)  during  that  period  of 
of  a  conversation,  he  made  me 


the  met  I  took,  which  was  in  fact  - 


No.  I  was  never  party  to  any  discussions 
wherelehner  of  the  Clintons  were  present  with 
Mr.  McDougal  I  knew  Mr  McDougal  miring  that 


Page 
Q     Okay,  what  did  vc 
A     As  I  recall  -  I 
recollection  of 
was  -  my  office  at  the  bank 
lobby  at  this  point  and  Mr 
just  off  the-nutin  lobby  on  I 

■  spoke  to  members  of 


e  specific 
I  appointment.  I 
-  I  was  in  the  main 
ton's  office  was  in  - 
floor  and  I 
loan  department 


ftmmmn  that  I  liaU  sulluHed  their  business, 
and  in  the  course  of  the  conversation,  if  they 
mentioned  a  credit  need,  as  pan  of  my  duties,  I 
reported  such  credit  needs  for  existing  or  potential 
customers  to  the  loan  department.  And  I  mentioned 
this  to  Mr.  Denton  or  -  and  I  am  sure  I  apprised  him 
of  this  potential  credit  need. 

Q     Mr.  Denton  was  loan  officer  at  tne  hank  ? 

A     Senior  vice  president,  a  senior  lender  of 
the  bank.  He  could  commit  the  bank's  legal  limit  by 
himself,  which  waTprobably  4-.  5-  or  $6  million. 

Q     And  Mr.  Denton  is  the  person  who  formally 
approved  the  loan;  ca 

A     That's  my  JecoUection.  Again.  I  don't  - 
1  donll  cecal!  rver-seeingW  actual  loan  documents. 


1 1 1    but  I  believe  my  memory  is 

CI    officer  of  record,  sir. 

Pi  Q Is  than  ""*"•  Began  »■ 


t  he  was  the  loan 


Ml  didn  t  Minflh 


lite  well,  also. 
jOkay,  so  I  just  wanted  to  dear  up  one 
1 1  "I    ihurjc.  \lljwas  then-Attorney  Central  Clinton  who 
1 1  S|    talked  to  you  about  the  possibility  of  a  loan .  rather 
1 1  <>|    thorn  Jim  McDougal? 
:oi  A    That's  right.  We  discussed  it 

illl  Q     And  I  assume  at  some  point  you  guys  decided 


1 4 1  approve  the  loan  yourself? 

|S|  A     I  was  not  a  loan  -  I  was  not  a  loan 

16 1  officer.  Well,  actually  I  could  make  -  I  had  a  few 

l"i  loans  that  I  made,  but  my  loan  limit  was  lower  than 

HI  that.  I  was  a  liability  man.  I  did  not  do  loans. 

|9|  That's  not  my  normal  job. 

1 101  Q     So  you  didn 't  have  the  authority  to  make .  > 

Illl  loan  of  that  size  - 
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A      In  1978 
his  wife.  Hillary 
Law  Firm  at  tl 
precisely  the  v 
to  get  to  bank 


A     I  didn't  have  authority  to  make  a  $20,000 
loan,  jnd  ultimately,  was  not  in  the  loan  business  at 
all  for  the  bank.  That  was  not  part  of  mv  duties  at 
all. 

Q      Sow  prior  to  the  time  that  vou  approaf. 
W r   Denton.  did  vou  discuss  the possdrlp 
the  rlJer  McAdams ' 

V      I  may  have  -  prior  tp-fhy  discussion  with 
Mr.  Denton? 

Q     Right. 

*.     I  -  I  doubt  that  I  did. 

th  Attorney  General  Clinton,  and 
Imton.  she  had  joined  the  Rose 
time,  and  their  profile  fit 
kind/Of  people  that  we  were  trying 
th  us,  that  he  was  a  public  figure, 
was  -  we  tried  |o  be  careful  to  document  anything  we 
do  with  a  public  figure,  maybe  even  more  so  than  we 
did  with  other  loan  customers.  Because  routinely, 
the  statements  pf  candidates  or  public  officials 
while  they  were  not  required  by  law,  they  often  as  a 
matter  of  campaign  issues  were  disclosed,  so  we 
wanted  to  have  tningsUlway  s  ready  in  case  they  were 
in  the  public  domain.  \ 

y  Was ;/  your  helm  that  it  would  benefit 
ihv  hunk  to  have  the  MtOrnfy  General  as  a  loan 
custumer?  V      \ 

A     No  more  than  anybody  else's  -yes,  we 
charged  interest.  ChargeCkhim^he  same  interest  we 
would  charge  anybody  else  tn  similar  credit 
circumstances.  ^ 

MR.  IVEY:      Hold  on  a  second.  Mr   Berry 

Page  27 
THE  WITNESS       It  was  not  discounted  at 
.ill    «e  charged  him  what  the  going  rate  was. 

MR   IVEY:      Give  me  a  second.  Mr   Berry 
Luuld  \ou  read  back  the  question  and  the 
answer,  please. 

i  The  reporter  read  the  record  as  requested. ) 
MR.  IVEY  r-i Sorry  to  interrupt 
THE  WITNfeis:      All  right. 
BY  MR.  B/SRTOLOMUCCl: 

i  remember  what  the  -  let  me 


Q 
witlnlraw 

When 


V.m.J,. 
that  at  d 


ll!l 


Mrs.  Clinton  w;re.  and  Mr.  Denton  already  had  a 
customer  relationship  with  Jim  McDougal.  who  was 

of  his  borrowing  customers. 

tton  t  suppose  you  mh  vfr.  Demon  '.< 
testimony  rw»  jBvidew  before  our  committee* 

A     No,  I  did  noKj  have  now  read  a  quick 
paragraph  in  the  newspaper  accounts,  but  I  did  not 
see  the  hearings  for  the  lastrwo  days.  I  have  had 
total  distractions  because  of  personal  family 
matters,  anar-a<qat  a  serious  disadvantage.  I  don't 

I  I2|    know  what  has  beerh 

1131  Q     Weil- 

I  U|  A      All  I  know  to  do  is  te|l  the  truli 

1 15|    remember  it. 

|I6|  Q     And  obviously  that  s  all  > 

[17]    for. 

1 1 1 1    And  I  Kill  be  happy  to  give  you  a  syrti 

II9|    of  Mr  Denton's  testimony  because  we\are  n'bt  looking 

E0|    to  hide  the  ball  here? 

::il  A     He  has  had  a  lot  more  practice  at 

'"I    testimony.  Make  sure  that's  in  the  record. 


It  is  on  to*  record 


Page  :9 
III  MR.  BARTOLOMUCCI: 

El  MR.  IVEY       It  is  in  there 

131  THE  WITNESS:      You  bet. 

|4|  BY  MR.  BARTOLOMUCO- 

|5|  Q      .Vow,  Mr.  Denton  saurlte  coulufi  t  recall 

i6i  exactly  but  he  was  sure  thayu  was  either, 

1 7]  Mr.  Gene  Smith  thatapproached  him  about  this  loan. 
1 8 1  A      Gene-Smtth  was  executive  vice  prksident  of 

[9|  bank  at  that  limr   and  Hanf  fimilli  nui  trtvr  spoken 
to 

l  ioi  Mr.  Denton.  I  have  no  knowledge  of  that.  I  actually 

1 1 1 1  worked  with  Gene  Smith.  He,  from  time  to  time,  was  a 

|I2|  de  facto  supervisor  of  mine,  but  I  was  the  ene  that 

H3|  spoke  to  Mr.  Denton  first.  And  whether  anybody  else 

[I4|  ever  talked  to  htm  about  this,  I  do  not  know. 

1151  But  we  routinely,  in  bank  procedures,  had 

1 16|  every  Friday  morning  a  bank  officers  loan  review, 

1 17{  which  was  led  by  the  loan  department,  marketing 

i  ill  department.  All  departmentiW  the  bank  had 

1 19|  representation  at  that  meeting  so  all  the  business  of 

;:oi  the  bank  was  discussed,  wh 

i: 1 1  what  customers  we  had  gotte 

been 


mi  talked  to  Mr.  Denton .  Jul  wu  say 
this  Is  J  loan  lha    wf  should  consider  making .  or  did 
if  mi  nil  him  mm  definitively  that  this  loan  was  to 
he  made ' 

A  I  never  loloVttTr!  Denton  any  loan  had  to  be 
made.  I  didn't  lave  that  kind  of  authority  vis-a-vis 
Mr.  Denton.  He  had  much  more  authority  than  I  did. 

Q     Did  \  ou  till  Mr.  Demon  that  this  was  a 
'mm  that  Mr  McrnJams  wanted  to  be  made? 
\     Never. 

f)     Did  \ou  tell  Mr.  Denton  that  - 

Page  28 
\      It  was  obvious  to  Mr.  Denton  who  Mr.  and 


i::i    made. 


Page  30 
So  that  we  tried  to  coordinate  and 
everybody  was  informed  as  to  what  was  going  on.  and 


we  lost  and 
what  loans  had 


i3i  this  loan  would  have  been  discussed  at  this  meeting 

|4|  at  the  appropriate  time,  so  it  was  not  unknown  that 

|5|  this  loan  -  within  the  bank  this  loan  had  been  made 

I6i  to  the  Attorney  General. 

|7|  Q       So .  and  just  to  - 

I  si  A      And  I  was  a  strong  advocate.  I  wanted  the 

l«l  loan  made.  I  made  no  bones  about  that.  I  thought  it 

l  ioi  was  good  business,  sir. 

1 1 1 1  Q      Sow.  it  » 'tis  Mr.  Denton  \  testimony  that 
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I  III  either  you  or  Mr.  Smith  came  to  him.  to  Mr  Denton 

1 1 3 1  and  saui,  approve  this  loan.  This  is  a  loan  this 

I  Ml  Mr.  Mc Adams  v. ants  to  be  made. 

HS|  A     No,  that  would  not  have  been  what  I  said  at 

1161  all.  

in  Mr.  McAdams  was  quite  capableof-spCQung 

1 1 II  for  himself.  I  had  been  anasdSunt  officer  on  the 

H9I  bank  accounts  of  Attorney  General  Clinton  and 

1201  Mrs.  Clinton.  Thevnad  a  credit  need,  and  I  reported 

12 1 1  it  to  the  appropriate  loan-making  authority  within 

1221  Union  National  Bank.  : 


in 


othe 

t  business. 

Denton  s  testimony 

loan  be  made,  for  both 
banking  business  and 
customers  we  wanted 

ik.  In  my  opinion,  we  wanted  those 
know  I  wanted  them. 

You  would  have  said  that  to  Mr.  Denton  ? 

vl 

usi  to  make  sure  I  have  this  straight.  you 
ed  Mr.  Denton.  You  discussed  thts  loan  with 


1151 
|l»l 
117] 
llll 


routine.  I  frequently  found  credit 

mere  that  I  was  calling  on  and  I 

II  such  credit  needs  to  the  loan 

olcfltdr  Denton  that  this  was  a 
plpthat  the  hank  was  looking 


appr, 
him? 
A 
needs  froi 
always 
department. 
Ii>»l  Q     Andy 

1201    loan  to  the  son  of 
1211   y»r' 

1221 A     Yes.  We  already  had  their  business.  I 

Page  32 
1 1 1    wanted  their  loan  business,  too.  We  had  their 
I2|    checking  business.  I  wanted  their  loan  business. 
1 3 1    That  was  the  principal  source  of  revenue  for  the 
Ml    bank,  loans. 

|5|  Q     Did  you  tell  Mr.  Denton  that  then- Attorney 

General  Clinton  was  a  rising  political  star  „r  words 
i  ihae 

11  didn't  have  to.  It  was  obvious.  He  had 
ted  Attorney  General  and  was  the 


Q      Sow.  Jul  von  have  any  involvement  m  this 
Page  33 
loan  after  your  conversation  with  Mr.  Denton  ? 

A     Not  that  I  recall.  I  may  have  -  I  may  or 
may  not  have  been  involved  in  hand-carrying  a  loan 
ension  agreement.  Normally  those  were  sent  out  hi 
Mr.  Denton  may  well  have  asked  me.  It  was 
not  unusuaNqr  me  to  -  if  any  of  my  customers 
needed  a  loan  extension,  sometimes  we  hand-carried 
those  to  customers^ 

Q      Sow.  there  wot  another  loan  at  Union  Ban 
actuatfyJJnton  Bank  toolSq  SO  percent  nanicipatm 
in  a  loan .  tnatjpas  made  byjhe  Citizens  Bank  i 
Flippin  ? 
A     Yes. 

Q     And  this  was  the  loan  that  was  actually  the 
mortgage  on  the  Whitewater  pro\ 
■nt  m\ 
loan] 


Did  you  have  any  invol 
Bank 's  participation  in  ti 

A     No,  I  went  to  the 
committee.  That  bank  in 
correspondent  banks 
participation  from  Citi 
details. 


lippn 


.but 


indent  bank 
i  was  one  of  our  good 
'  that  we  had  taken  j 

did  not  know  the 


"iougal  neither  of 
cipation  ? 

ougal  was  the  onl> 
I  as  the  prime  -  as 


Q     And  you  weren  r  fnvolv^J  in  the  makinv  ■ 
that  participation  ? 

A     No,  no,  I  wa^not. 
Q     BillClintoj/orJtml 
them  talked  to  vpa  about  the  / 
A     Nat'not  at  all.  Mr. 
that  I  ever  heard  i 
the  principal,  in  thm.  I  ml  OOBCi  deals. 
|9|  Q     Jumping  back  momentarily  to  the  $20,000 

I  tO|    loan. 

1 1 1 1  A     Yes. 

|12|  Q     Did  you  ever  have  a  discussion  about  that 

|13|    loan,  with  Mr.  McDougal? 

|14|  A     Not  that  1  recall.  I  saw  Mr.  McDougal  from 

I I  Si    time  to  time.  He  was  in  and  out  of  the  bank,  not  - 

I  lei    out  of  Union  National  Bank  not  infrequently,  and  I 
i  i7i    would  see  him  in  passing,  and  I  don't  remember  an? 
1 1 II    specific  discussions  "about  it. 
1 19|  Q     Okay,  so  ikis\xour  memory  that  it  was  - 

I20|  A      He  offered  tnV  wife  job  at  one  point  in 

121 1    another  real  estate  project,  which  she  declined. 
I— »l  q     Thatjtiaa-iirtihabri  a  smart  move. 


All  right,  so  - 

And  he  knew.  I  didn't  nave  to  talk  to  him 
Get  this  in  perspective.  We  already  know  knew 
i  speculation  real  estate  husine«  and 


Page: 

1 1 1           A     Jim  was  -  Mr.  McDpugal  was  very  successful 
121    in  a  number  of  his  land  deals \jp  to  this  one. 
_13J Q      Al1  dfht    '•••'  '■•  '■'■•■-  *—  loop  on  the 


money  to  him  for  that  purpose. 
ose  were  deals  that  also  involved  former 
tbright:  right  ? 
I  don't  know.  Again.  I  did  not  see  those 
irnts.  1  knew  that  Jim  McDougal  was  a 
borrowing  customer  of  Union  National  Bank.  I  did 

see  those  loan  documents  either. 


|4|  120.000  loan .  so  it  is  your  memory  that  it  was  Bill 

|S|  Clinton  as  opposed  to  Mr.  McDougal  who  talked  to  \o 

161  about  the  loan,  about  having  the  bank  make  that  loan 
. " :  A     He  was  the  one  that  -  he  discussed  that  he 

III  was  contemplating,  he  and  Mrs.  Clinton  were 

W  contemplating  buying  a  piece  of  property  on  the 

White 

I  ioi  River,  and  I  said  well,  if  you  need  to  borrow  any 
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INSTALLMENT  CAIN  ON  SALS 


DESCRIPTION  OF  PROPERTY: 


CROSS  SALE  PR,/cE 
ORIGINAL  COST  _ 
IMPROVEMENTS/ 
TOTAL  COSTS  /(2 


LESS  ALLOVEt/ ALLOWABLE  DEPRECIATION 
ADJUSTED  BASIS  0  -  5) 
EXPENSES  OF)  SALE 


ADJUSTED  BASIS  PLUS  EXPENSES  (6  ♦  7) 
PROFIT  ON  SfrLE  (I  -  8) 


1  . 

2. 
..3- 

I». 

5- 

6. 

7. 

8. 

9- 
10. 
II. 
12. 
13- 

1<4. 

15. 

16. 
17. 
18. 

19.       "PAYMENTS' 


OAT^ACQUIRED 
/  /Zj-^v  19  77 


\ 


7f?7 


-J2S- 


MORTCAGE  PRIOR  TO  SALE  (ASSUMED  BY  BUYER) 
TO  BE  COLLECTEDLY  SELLER  (1  -  10) 


EXCESS  OF  ASSUMED  MORTGAGE  OVER  BASIS  (10  -  5] 

"CONTRACT  PRICE"1.  (U  +  12)  

RATIO  OF  PROFIT  TO  CONTRACT  PRICE  (9  -  1 3 J  

DOWN  PAYMENT  l\#  Yg-AR  OF  SALE  

OTHER  PR  INC  I  PAl\  PAYMENTS  IN  YEAR  Or  SALE  

TOTAL  COLLECTED  \N  YEAR  OF  SALE  (15  ♦  !6)  

EXCESS  MORTGAGE  OVERMST  (ITEM  12) 
IN  yearNjf  We  (17 
\  ^ 


7?S7 


_ZC2_ 


/  *  ■>?- 


9js- 


DATE   SOLD 
-7/Z3     ■    197/ 


S  /^9j>«- 


Y2.  ?  •;?./ 1 


/  S-Qo     / 


rt-u/ 


ZOtrZ 


181" 


J V 


££a2 


•If 


YEAR 

PRINCIPAL 
PAYMENTS 

Z.Obb 

PERCENT 
OF  GAIN 

TO 

TAXABLE  GAIN 
SCM.  0    TO  ?GRM  1.797 

DEFERRED 
BALANCE 
Or  GAIN 

19  if     ' 

9K 

rr¥9 

19 

r 

1         1      v  \-  -  ••  I 

19 

1         I      \  \    1 

19         il! 

I         I      \  \       | 

19 

l         i        \  | 

19 

^~      ■ 

l         1     ^   \  I 

19 

1                   l 

19 

l         l          1 

19 

1            1               IN 

19 

i 

THE  TAXPAYER/  HEREBY  ELECTS  TO  REPORT  THE  GAIN  ON  Trll  S  SALE-UNOER  THE  INSTALLMENT  METHC3 
OF  ACCOUNTING  AS  DEFINED  IN  IRC  SECTION  it 5 3 .  <  •  •  - 
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Mi  IttKMIt  aaliiat  Lata  tin  tat  MtoaM 
MlatatNal  nK.l  -IWlr  ntMUtlH: 
mutUi  ii/UI  ii  iu  ••»  d  IM  WaMI  IiiuMiHhm*!  Jwm.il, 


rnUKU.  Will  Mi  'Mi  tai  aa<|a«aa  knluK  >wti  it  WU  aaja 
«0»   IKIIIIOIL  -  uuKinUaHltmunuut  tm      ' 

i.  tim*  •!■••>  u  mi  Haiti 

Jss, 


.  MlaJ  t|itu  It  tti 

aEvm/niQUSAMn  four  mrnrnm 


ivMf  tt  Ua  iiwu  utt  Mtaat  tat  tttaUt 
Ml  it)  llul  Mt  ■—■I  4M  Ml  utttft  MlMH 
Mt  «  tall  aUUaUH.  «H  *  MM  ttlMIl  it  Ua  M>aaj<  al 
Kt  tftatoan  Mtt  aaa.  Will.  at  all  NUM.  an  Mail  t»  i  ua 
II  NX  It  Mil  aaa*  M  lata  Mi  aaiaaal  tf  UUK.  Ml  it  1 1 


r  lailllaial  at  liallllal  iM  Ut'iil  laf  a  MM4  al  It  Jan.  ■  taallll  Ml  ••'  I 

I  lalua  «*«  a*t  lalafall  WulliliU.  ar  i.uiaa  mi  ltlI£MC«l]u<  la  It    lata 

HI),  la*  II  laal  al  IM  |M*art|  IM  Ikt  lalaUaa  al  Ikt  twtla  I  IMf  tlNa    lUI  M  IMI  at 


lMtM>4  ttt  laaaak  al  Ut  laalal  al  l_ 


iso.oo 


aMtai 

a.  ti|i 

in  Sill 


.  Ml  aaala.  iv,  II. 


aaaat  UlUL  aflat  aaUca.  aif  fctai  taaiaauaa  al  Ua  Malaria,  alt) 
MaaWai  laU  lajM.  aal  IMM  M|  M  aatidaaf  a 


Will  a|  aai  It 

M|  Mtl  Itaatl 


OFFICE    QF    TT1P.    ATTORNEY    (lEMERAr, LITTLE    nOCK  ,     AnKAKSA,, 


•alau  SUlfl  at  uiJh<  la  anlit|  tl  a  i  tiniii  ilat|i  al  aataa. 

»  Ukai,  Hiua  W  Ua  aaaaa  MM  aaU  aaUaaM  aaaa  aaa.  UftUai  Mt  al  lau  a. 
MauUat  ViMtall  if  "atiMll  Oaat  ut  Ml  > I  at  aaUiaU  at  Cafe  itaWatl  la  laa 

IMIML      \ 


Mtfaaat  nianai  Ma  Miaallai  Jtllll  ail  caaMt  It  Will  I 
MM  al  1*1  BUM  lMaaa«  ■IHtmiMl  liui.  m  aalaua  hMi'i  Makt  al  tula  » 


%  ■  It  m\lua<  l|l<>< 
MfaaJlaa  man  at  air— 

t  ttit  uidMir 


I'ltat  tf  MM  UHul 

Ml  M  atal  liiMlmtt)  at  aj  a|M  a.  Ma  Mai  tatJ  M»arl| 

it  itMtal.  UlUI  ital  Mat  ua  ntM  la  laaaau  It.  attt 

■Hal  IIMtM 


Ml  iMMMialtl  BMtaa  akal  M  Maaaai  aa  ntM*  m"i.  aa<  lltl  Ian  tUUHUT  iMM  aal  M  aVul  t>  laLiWuua 

t  taut*,  i  II  i n1  aaatttt  CMtaM  al  ULUI.  tM  It  laa  taaat/4  U|  lata,  ii  uiaaaal. 
■  MaaM  tataat  anaaMal  la  I wi|iiM  1  al  Ut  naM  al  a  uu.  UtMltl  «  aiuilaual  tl 
IM  ii|alt  aal  IliliHllia  al  Will.  aMttataaj  It  laa  laiau  al  III  »ai|taa«  alt  HUM 


niMJl  aw  UMi  aM  taala  M 


I  lau  Jan 
iMaafaaa, 


laliflg! 

fai  mi.,   itlkiaat. 


,  I—  «4  paalu  U  Ml  M  Ut  aata>  at  lOUUat  UUOL  .at 
UMihHi,\tiiw  ELEVEN   THOUSANP 

It  .hi 


Mliala 

■lillaaal  a 


alltav.  la  iailaMaHM  al    "nmf        155.51 ,  jM  .m  ,„m.  m  «  Mlaia  IM  III  lar  al 

ONE   HUNDRED  FIFTY   FIVE  AUO    ;il  /100 


•tin 


ADDRESS: 


,000.00 


INSTALLMENT  NOTE 


_ima  lata,  liaaaul 


JANUARY    25,  \ 


i.JLZ. 


io^oa. 


)  nil  itliiau  lata  Mil  aaU  Mt  al  Ua  fall  al 


Q 


155.51 


M>uM  >••  ttaaa  aaal  ilaiaalu.  tail  ml  at  IM  iUi  al  II  tyaatl  mi  laaua. 
TL  it  7^       lt<  „  M. 

~~~~~~"~~\     OOIUIS 

II  ant  la  tail   III  ■« 
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_.  _ .  .. «  _„.  _     i.    i, mi  aa  —  jiit-T"    '"a  »ala  il  aaaaalaa  It  aaaMlUM  aal.  IM  la  aill  a  Mfl 
It  IWUII  aailla.  laf  IM  nil  al  IM  ran"!  tamiMt  itiititj 


u  Mat  ttla  Im.il    wwa.  ataaa  u  alact  laauaaaa  ■  taaali  atM.  lalaat 

iMm^J  m  (Mann  Ita  a  Mmf  al  U  Mn.  IM  itlki  MM.  aaU  .aiiiiil  al  IM  tail  tl  II  tucaM  M' 


I  aalil 


Skaalt  1 1 1  MM  >■  aata  it  IM  laiaaM  al  m  aaalal 
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CONFIDENTIAL 


UNITED  STATES  OF  AMERICA 
RESOLUTION  TRUST  CORPORATION 
WASHINGTON,  D.  C. 


TOTTER  UK 


Madison  Guaranty  Savings 
_jt  Loan  Association  (7236) 
McCrory,  Arkansas 


INTERROSATCjRY 
WILLIAM 


sscsacflnc  w» 


ORDER  OF  INVESTIGATION 
(Feb.  4,|_J.994) 


RESPONSES  OF 
CLINTON 


JEFFERSON 


DESCRIBE    each   and   every— efceas ion 


li  I 


before  August  1978  on  which  YOU: 
(a)   Sought  real  estate; 


/"In  197S,  I  purcnasea  a  resiaence  at  »ju  "Callforniai  Drive  is 


d  I  \>UK"C 


!  Faveccaville,-  Arkansas.   In  late  1976,  my  wife  and  I  purchased  a 
residence  at  5419  L  Street  in  Little  Rock,  Arkansas. 

(b)  Obtained  bank  financing  for  a  real  estate  acquisition ,- 
I  financed  the  1975  purchase  of  my  Fayetteville  residence 

with  a  mortgage  loan  from  the  American  Savings  a 
Association.   My  wife  and  I  financed  the  1976  purchase  of  our 
Little  Rock  home  with  a  mortgage  loan  from  Capital  Sayings  &  Loan  ' 
Association  of  Little  Rock.  \ 

(c)  Sold  real  estate ; 
I  can  recall  no  such  occasion  prior  to  August,  1978,  except 

as  indicated  in  the  response  to  No.  1(d),  infra. 


n  o 

•  o 

a  o 


(d)  Invested  in  real  estate  (including  any  investments  in  «• 
corporations  and  partnerships  that  dealt  primarily  in  real  ? 
estate) .   In  answering  this  interrogatory,  be  sure  to  DESCRIBE 


3155 


CONFIDENTIAJL 

tthfe   real   estate   transactions   referred   to    in  documents  /d£RT90070~. 
BKRT900715    and   DKRT900716 . l 

miuL   miall    veiy    much  abouc    eheac   transactions 

fiowever,    I   believe    I   made   a   real   estate   investment   or   investments 

;.n   192^t — which   ara   gaported  on   our   :i7fl — Lncflme_tax_recu. 


recall  nothing  specific  about 
except    I   believe   that   at   least 


0 


bal   Response   to  No.    2,    infra 


:his    investment   or   investments, 
one   involved  the   purchase  of    Ian: 
iocuments   DKRT900707,    DKRT90071S, 


,:n.   I  ca_- 


near  Jacksonville.   Reviewing 

I    L 

and  DKRT900716  does  not  refresi  my  recollection.   Please  see  als: 


Interroaatorv  No.  2:   DESCRIBE  YOUR  knowledge,  as  of  August 
J1978,  of  Jim  McDougal's  experience  in  real  estate  development, 
i  ;In  answering  this  interrogatory,  2Z5CKI2Z  everything  "-'->'-  knew  di 

Ithetollowing  entities  associated  with  Jim  McDougal 

igjobal  Response  to  No.  2: 

As  of  August,  1978,  I  had  had  general  conversations  with  Jit. 

McDcugal  about  his  experience  in  real  estate  development,  and 

although  I  can't  recall  specifically  what  I  learned,  I  remember 


For  ease  of  reference,  I  attach  to  thgse\  interrogatory  [ 
responses  the  documents  wnicn  tne  RTC  appended  to  tr. 


interrogatories .  These  documents  are  marked  with  tars 
which  correspond  to  the  interrogatory  whicn\  references 
Chew. Th»  f»h«  (Tah  i   Tah  h.  gcc.)  are  noncont inuous , 


because  not  every  interrogatory  referenced  an  attached  ; 
document.  I  have  also  referenced  certain  other  documents  ; 
in  my  responses,  and  these  documents  are  attached  hereto  j 
under  a  tab  which  references  the  interrogatory  number  | 
with  an  "A"  after  it.  These  "A"  tab  numbers  are  likewise  j 
noncont inuous,  because  not  every  response'  references  an 
attached  document . 


-  2  - 
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sear.g  of  Che  impression  chat  Jim  had  done  well,  chac  he!  was 
considering  a  number  of  projects,  and  that  Senacor^Pulhrighc  was 
somehow  involved  with  him.   Ac  chac  cime,  I  don'c  chinw  I  had 
ever  heard  of  Che  encicies  lisced  in  chis  incerrogacorv  wich  the 


A, 


jossible  excepcion  of  Rolling 

leir  accivicies  or  cheir 
recall  anything  I  may  have 
time,  I  had  lenown  Jim  McDauga 


Manor,  and  so  I  was  not  aware  of 


successes  or  failures.   I  cannot  now 
known  about  Rolling  Manor.   At  chac 
1  for  abouc  can  years,  and  ic  was  my 


ImDression  chac  he  was  a  successful  real  escace  deve 


r 


As  reported  on  our  19|78  tax  recurn,  a  five  acre/ parcel  of 


land  was  sold  on  May  17,  1978,  for  SSCCC,  resulcing  in 


HI' 


cair.  of  $2150.   To  th«  best  of  mv  recollection,  this  was  a  real 


a  capital 


est«fe    investment    I"  haa  nabT'wicn  Jim"  wcDoTIgai^arra-vwuxie   small, 
it   was   a   profitable   one.      This   experience   confirmed  my   impression 
that   he   was   capable   of   putting   together   successful    real   estate 
ventures . 

(a)  Great   Southern   Land  Company; 
Please   see  Global   Response   to  Mo.    2,    suor 

(b)  Flowerwood   Farms,    Inc.; 


Please  see  Global  Response  to  No.  2,  supra. 
(c)   Pembrook  Manor,  Inc.; 


Please  see  Global  Response  to  No.  2,  supra . 
(d)   Rolling  Manor; 
Please  see  Global  Response  to  No.  2,  supra .   I  note  that,  on 
our  1977  income  tax  return,  a  deduction  of  $432  was  claimed  for 

-  3  - 
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\1S*A 


was  che 


have  no 


riteresc  paid  to  "Rolling  Hill  Manor."   This  apparently 
reaV-astate  investment  I  had  with  Jim  McDougal,  bu 
further  recollection  of  what  it  was. 

(e)  McDougal  4  Associates; 
Please  see  Global  Response  to  No .  2,  suora . 

(f)  Riley-McDougal; 
Please  see  Global  Response  to  No.  2,  suora. 

(g)  Fulbright-McDougpl; 
Please  see  Global  Resoonse  to  No.  2,  suora. 

I     ! 

(h)   any  and  all  other  entities  that  YOU  understood  to  be 
_ar*A   with  Jim  McDoudal . 


Please  see  Global  Response  to  No.  2,  suora 


/   Interroaatorv  No.  3:   DESCRIBE  what  investigation  YOU 
(undertook,  if  any,  before  deciding  to  purchase  the  real  estate  in 
LMarion  County,  Arkansas  that  came  to  be  known  as  Whitewater.   In 
particular,  DESCRIBE  how  this  property  came  to  YOUR  attention, 
DESCRIBE  each  and  every  conversation  YOU  had  with  anyone  about  it 
and  DESCRIBE  each  and  every  document  YOU  reviewed  PERTAINING  to 
it  before  YOU  decided  to  purchase  the  property.   Also,  state 
whether  (and,  if  so,  when  and  with  whom)  YOU  visited  the  property 
efore  buying  it. 


ry  \wii 


I  cannot  now  remember  specifically  what  my  wife  and  I  did 
*«>>>«■<>  Hnf-iH-ing  m  pm-rhasp  rhe  real  estate  in^Mariftn  County, 
Arkansas  in  mid- 1978.   As  a  native  Arkansan  who  had  spent  time 
ali~  over  the  State, — I.  had  a  yeueial  knowledge  ehaa  there  were 
many  profitable  land  investments  in  the  northern  part  of  the 
state  in  the  1970 's  and  that  there  appeared  to  be  a  market  for 
vacation  and  retirement  real  estate  in  northern  Arkansas,  an  area 


4  - 
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Capital  Gains  and  Losses  <t«m^.  .1 

ScamuM  ara  gauta  and  Icmi  an  atocaa.  bond  a.  and  umiUv  in 


1180 

IS 


Nota:  It  rov  law  eaoital  loss  earryovan  from  yaari  oaf  inning  safora  J  970.  do  not  eompfata  fast  or  torm.  it  form  479a  inataad. 
Otnannia.  caynpjata  tnis  >orm  on  ravana. ^ _____ _____ ________ _____ 
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Schedules  A*B— Itemized  Deductions  AND 
(Form  io40)  Interest  and  Dividend  Income 


iiiMI  (Fene  1Q401. 


Htrrmi)  <■  IIWM  en  farm  1040 


//,<, 


/< 


*A/    /<CA^^- 


'^>* 


03 


Your  am  null)  numMr 


EE 


'->'■■ 


Schedule  A— Itemized  Deductions  (Se/ieduie  S  is  on  Ssck) 


£2 


msuranea  or  otherwise)  (See  osge  16  of 


a"l.'J,i,iH   (not  paid  or  reimbui 

•etien  j. ) 


1  One-*art  (but  not  mora  than  I 
turanca  premiums  you 
care,  (a*  sua  a  ass* 

2  Medicine  end  drugs 

3  Enter    1%  /of    Form 
1040.  Una  31   . 

4  Subtract  Una  3  tram  Una  2.  If  Una  3  Is 
mora  uian1  lina  2., enter  zaro    .... 

5  BaUnea  of  Insurance  premiums  tar  madt- 
eal  cara  sot  entered  on  Una  1  .     .     .    . 

•  Otter  medical  and  dental  croons  ar 
a  Doctors,  dentists,  nurses,  etc  .     .     . 

b  Hospitals.    J 

e  Outer  Qtamize— -<neJude  hearing  aids, 
dentures,    eyeglasses,    transportation. 


etc)  p>] 


s 


\: 


7  Total  (add  Unas  4  tnrdugft 
S  enter  3%  of  Form  1040, 
9  Suotract  Una  8  from  Una 

mora  titan  lina  7.  enter  zero    .... 
10  Total  medical  and  dental  sinenses  (add 

jnee  1  and  tj.  Enter  Sara  eaSeajBefl.  b» 


affr*H"(SoB  page  17  o/  Instructions.; 

Note:  Gasoline  taxes  sro  no  longer  deductible. 


/JO 


(See  page  17  oMflitructionj.) 


21  a  Cash,  cdmnbutions  lor  which  you  have 

reeaipts  or  cancelled  ehecfcs .     .,    .    . 

b  Otter   cash    contributions    (show   to 

•mom  you  gave  end  hoer  much  you 


isve)|>- 


22  Other  ttan  casn  (see  pete  17  of  Instruc- 
tions for  required  statement)  .     .1  .    J 

23  Carryover  from  prior  years  .     .     J  .     1 

24  Tow  csmribu«ena  (add  Unae  21a  through 
23).  Enter  here  and  on  Une  36/ 


!•""■  .TT3mil»*tTft|   ■Sa.M<,Ja9;,n,,ruc?Sn7: 


*?rz 


X 


29  Loss  before  insurance  reimbursement   . 

26  Insurance  reimbursement/.     .     .     /    . 

27  Subtract  <Atf  26  freprline  29.  If  line 
is  more  than Jjnafa, 

21  Enter  $106  or  amount  from  Una  i 

wtiicni 
29  Total  casualty  or  theft  lassies)  (sorted  Qae 

a  ieaj  See  ZJ\.  Emar  hare  end  en  line  37  .  >» 


30  Union  dues 

31  Otter  (Itemize)  ► 


>jL£. 


11  State  and  local  income  .... 

12  Real  estate 

13  General  sales  (see  sales  tax  tihlsi) 

14  Personal  property 

13  Otter  (ttanuza)  s> 


16  Total  tana  (add  One*  11  through  19% 

Enter  here  and  var>  line  34  .     .     .     .  a>  I  ?C2? 

-.■^■J '■  JiTn  (See  Mge  17  S  instructions.? 


STV7 


H 


32  Total     miscellaneous    dedocflona    (add 
fines  30  and  31).  Enter  hen  eaj  as  line  It  b> 


ttan 


(See  page  19  oijnitnistionz.) 


^ZD 


17  Home  mortgage  •  .  .  .  ■ 
16  Credit  and  charge  cards  .  .  . 
19  Otter  (Werraze)  ■»    '£'"*<■ 


-+~*  LT  s+*3l<, 


^w  <yx/,k/ 


'tj  i , 


7**s*  &*  Cr*tr**  '    •/'•nf  * 


£'  i-r*c*Jf  F^t  ^>,w 


20  Total    interest    expense    (add    Ones    17 
through  191.  Enter  were  and  on  line  38   e> 


//*•_' 


*'  J 


3d 


jt." 


>»_* 


/4frO 


33  Total  medical  and  dentil     hum  llne\10  . 

34  Total  taxes     from  line  16 
39  Total  interest  —'rem  Une  20 

36  Total  contributions     from  line  24  . 

37  189  cnuaitt  er  oSert  leo(a)— Iram  BBS  29  . 

38  Total  miscellaneous — (rom  Une  32    .     . 

39  Add  llaes  33  through  38 

40  II  too  dtecud  Fane  1040.  Flint;  Sumo  see 

2  er  S.  eater  0.400  ...     .1 

1  er  4.  enter  J2J00  ....)•'■ 
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INVESTIGATION  OF  WHITEWATER 

DEVELOPMENT  CORPORATION 

AND  RELATED  MATTERS 


THURSDAY,  MAY  16,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  9:30  a.m.,  in  room  216  of  the  Hart  Senate 
Office  Building,  Senator  Alfonse  M.  D'Amato  (Chairman  of  the 
Committee)  presiding. 

OPENING  COMMENT  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  The  Committee  will  come  to  order. 

Would  you  stand  for  the  purposes  of  taking  the  oath. 

[Witnesses  sworn.] 

The  Chairman.  Thank  you. 

Mr.  Latham,  Mr.  Knight,  Mr.  Bunch,  if  any  of  you  have  a  state- 
ment you  would  like  to  make,  we  would  be  pleased  to  receive  it. 

[No  response.] 

Mr.  Chertoff. 

Mr.  Chertoff.  Thank  you,  Mr.  Chairman. 

Just  so  we  know  who  you  are,  Mr.  Latham,  in  1983,  1984,  1985, 
and  1986,  you  worked  at  Madison  Guaranty  Savings  &  Loan? 

SWORN  TESTIMONY  OF  JOHN  M.  LATHAM 

FORMER  CEO  &  CHAIRMAN  OF  THE  BOARD 

MADISON  GUARANTY  SAVINGS  &  LOAN 

Mr.  Latham.  That's  correct. 

Mr.  Chertoff.  You  started  out  as  Executive  Vice  President  and 
then  you  became  Chief  Executive  Officer,  right? 

Mr.  Latham.  That's  correct. 

Mr.  Chertoff.  That  was  Jim  McDougal's  savings  and  loan? 

Mr.  Latham.  That's  correct. 

Mr.  Chertoff.  He  owned  it? 

Mr.  Latham.  Yes. 

Mr.  Chertoff.  Mr.  Knight,  in  the  mid-1980's,  you  were  a  part- 
ner at  the  Rose  Law  Firm? 

SWORN  TESTIMONY  OF  DAVID  A.  KNIGHT 
FORMER  PARTNER,  ROSE  LAW  FD1M 

Mr.  Knight.  That's  correct. 
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Mr.  Chertoff.  You  still  are? 

Mr.  Knight.  No,  sir,  I'm  not. 

Mr.  Chertoff.  Where  are  you  now? 

Mr.  Knight.  I  am  the  General  Counsel  of  Stephens,  Inc.,  in  Lit- 
tle Rock. 

Mr.  Chertoff.  If  you  would  just  pull  the  mike  a  little  closer. 

In  the  mid-1980's,  when  you  were  a  partner  at  the  Rose  Law 
Firm,  what  was  your  area  of  specialization? 

Mr.  Knight.  Corporate  and  securities  law. 

Mr.  Chertoff.  Mr.  Bunch,  what  is  your  job? 

SWORN  TESTIMONY  OF  GARY  W.  BUNCH 
PRESIDENT,  MADISON  BANK  AND  TRUST 

Mr.  Bunch.  President  of  Madison  Bank  and  Trust. 

Mr.  Chertoff.  And  just  so  we're  clear,  Madison  Bank  and  Trust 
is  obviously  different  than  Madison  Guaranty  Savings  &  Loan? 

Mr.  Bunch.  Yes,  it  is.  It's  a  bank. 

Mr.  Chertoff.  All  right.  Mr.  Bunch,  you  had  that  position  at 
Madison  Bank  and  Trust  in  the  mid-1980's? 

Mr.  Bunch.  I  was  working  at  Madison  Bank  and  Trust  in  the 
mid-1980's,  yes,  sir. 

Mr.  Chertoff.  When  did  you  start  working  at  Madison  Bank? 

Mr.  Bunch.  1970. 

Mr.  Chertoff.  Were  you  there  when  Jim  McDougal  owned  the 
Madison  Bank? 

Mr.  Bunch.  Yes,  I  was. 

Mr.  Chertoff.  And  you  stayed  after  he  left? 

Mr.  Bunch.  Still  there. 

Mr.  Chertoff.  Now,  I  would  like  to  focus  your  attention  first  on 
an  issue  about  which  this  Committee  and  our  country  has  heard 
a  lot  of  conflicting  testimony.  And  although  it  looks  sometimes  as 
if  it  is  a  small  piece  of  the  puzzle,  it  is  actually  a  very  fundamental 
piece  of  the  puzzle  because  it  explores  how  it  is  that  the  Rose  Law 
Firm  became  involved  in  doing  work  for  Madison  Guaranty  Savings 
&  Loan. 

I  want  to  set  the  picture  before  I  ask  you  any  questions  by  put- 
ting up  on  the  Elmo  a  portion  of  an  answer  to  an  interrogatory 
given  by  Mrs.  Clinton  to  the  RTC  under  oath  within  the  last  couple 
of  years.  It's  numbers  on  the  bottom  are  DKSN800  and  DKSN801. 
I  think  you  all  have  it  in  your  package,  and  I  will  give  you  a 
minute  to  find  it.  It's  a  couple  of  typewritten  pages.  Actually,  I  am 
going  to  have  someone  come  down  and  just  hand  it  to  you,  make 
it  a  little  easier. 

This  was  a  question  that  the  RTC,  as  part  of  its  investigation 
into  the  Rose  Law  Firm  and  its  relationship  with  Madison  Guar- 
anty, felt  it  necessary  to  ask  the  First  Lady. 

Question:  Was  Mrs.  Clinton  the  lawyer  responsible  for  obtaining  this  business  for 
the  Rose  Law  Firm? 

Answer:  To  the  best  of  my  recollection,  the  President  of  Madison  Guaranty,  John 
Latham,  who  was  a  friend  of  an  associate  at  the  Rose  Law  Firm,  Richard  Massey, 
became  interested  in  having  Madison  Guaranty  issue  some  kind  of  preferred  stock 
to  raise  capital.  Mr.  Latham  had  spoken  to  Massey  about  doing  the  related  legal 
work.  In  the  spring  of  1985,  Massey  came  to  see  me  because  he  had  learned  that 
certain  lawyers  at  the  law  firm  were  opposed  to  doing  any  more  work  for  Jim 
McDougal  or  any  of  his  companies  until  he  paid  his  bill,  and  then  only  if  Madison 
Guaranty  agreed  to  prepay  a  certain  sum  to  the  firm  once  a  month  to  cover  fees 
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and  expenses.  Under  such  an  arrangement,  the  firm  could  be  assured  that  Madison 
Guaranty  was  staying  current  with  regard  to  paying  for  the  new  work  that  the  firm 
might  do  for  it. 

I  believe  Massey  approached  me  about  presenting  this  proposal  to  Jim  McDougal 
because  he  was  aware  that  I  knew  him.  I  agreed  to  go  see  McDougal.  I  visited  him 
at  his  office  on  April  23,  1985,  and  told  him  that  I  understood  Latham  wanted 
Massey  to  do  some  work  for  Madison  Guaranty,  but  that  our  firm  would  not  let 
Massey  proceed  until  the  previous  bill  was  paid  and  some  kind  of  prepayment  ar- 
rangement was  worked  out  for  new  work  the  firm  might  do.  As  I  recall,  McDougal 
agreed  that  Massey  could  proceed  with  the  work  and  informed  me  he  would  arrange 
to  pay  the  past  due  bill.  McDougal  also  indicated  that  he  was  agreeable  to  some 
kind  of  prepayment  arrangement. 

Now,  Mr.  McDougal,  at  various  times  gave  the  public  a  different 
version.  McDougal's  version  was  that  he  made  a  decision  to  give 
the  work  to  the  Rose  Law  Firm.  I'm  operating  from  memory.  That 
he  made  a  decision  to  give  the  work  to  the  Rose  Law  Firm  because 
it  was  in  response  to  a  request  from  President  Clinton,  who  had 
visited  him. 

When  we  asked  Mr.  Massey  whether  he  agreed  with  Mrs.  Clin- 
ton's recollection  that  it  was  Massey  who  was  the  one  who  brought 
the  work  in  and  that  Mr.  Massey  went  to  Mrs.  Clinton  simply  to 
straighten  out  the  problem  of  a  past  due  bill,  Mr.  Massey  had  a  dif- 
ferent recollection. 

Mr.  Massey  had  a  recollection  of  having  lunch  with  Mr.  Latham, 
but  his  recollection  was  that  at  the  end  of  the  lunch,  he  didn't  come 
away  with  any  promise  or  indication  that  you,  Mr.  Latham,  wanted 
to  have  the  Rose  Law  Firm  do  work.  So  his  recollection  was  that 
he  did  not  come  to  Mrs.  Clinton  with 

OPENING  COMMENTS  OF  SENATOR  PAUL  S.  SARBANES 

Senator  SARBANES.  Should  we  put  the  testimony  of  these  people 
in  front  of  Mr.  Latham  if  you're  going  to  use  this? 

The  Chairman.  Senator  and  Mr.  Ben-Veniste,  let  me  just  say, 
Mr.  Chertoff  has  indicated  he  is  trying  to  set  a  framework  of  the 
background  where  there's  given  testimony.  He's  attempting  to  sum- 
marize so  that  after  he  gives  the  background,  come  to  the  specifics 
in  light  of  these  things,  and  he  can  then  ask  his  questions.  You  will 
have  an  opportunity,  if  there  are  misstatements  or  an  overstate- 
ment, to  deal  with  him,  but  let  him  proceed. 

Senator  SARBANES.  I  don't  mind  him  trying  to  set  a  background, 
but  if  he's  going  to  say  that  so  and  so  said  such  and  such  and  so 
and  so  has  been  before  us  saying  such  and  such,  shouldn't  we  ref- 
erence the  witness  to  the  testimony  and  let  him  look  at  it? 

Mr.  Chertoff.  I  am  not  citing,  Mr.  Chairman,  from  these  wit- 
nesses testimony.  I  am  setting  out  a  framework  as  to  what  others 
have  said.  I  will  tell  you  and  the  witnesses  quite  specifically,  that 
when  Mr.  Massey  was  asked  point  blank  whether  Mr.  Latham  had 
offered  him  work  for  Madison  Guaranty  Savings  &  Loan,  Mr. 
Masse/s  answer,  and  I  am  quoting  from  page  19  of  his  testimony 
before  this  Committee  on  January  11th  of  this  year  was,  "I  don't 
believe  so."  So  we  have  these  different  stories. 

We  do  know  that  there  was  a  lunch  that  occurred  at  some  point 
in  early  1985,  between  Mr.  Massey  and  Mr.  Latham  and  I  believe 
you  too,  Mr.  Knight.  Is  that  correct? 

Mr.  Knight.  Yes,  sir.  I  am  not  sure  as  to  the  precise  date  but 
I  did  attend  that  lunch. 
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Mr.  Chertoff.  Would  you  tell  us  now,  Mr.  Knight,  what  your 
recollection  is  of  that  lunch? 

The  Chairman.  Could  we  have  a  date? 

Mr.  Chertoff.  Well,  I  can't  do  any  better  than  just 

The  Chairman.  On  or  about? 

Mr.  Chertoff.  The  best  we  can  determine  was  that  it  was  some 
time  in  early  1985. 

The  Chairman.  OK. 

Mr.  Knight.  I  am  not  sure  about  that,  sir,  as  to  the  date,  but 
I  did  go  to  the  lunch. 

Mr.  Chertoff.  Would  you  tell  us  what  happened  at  the  lunch? 

Mr.  Knight.  The  lunch  followed  the  conclusion  of  a  law  school 
course  that  Mr.  Massey  and  I  were  teaching,  and  Mr.  Latham  was 
a  student  in  that  class.  The  purpose  of  the  lunch  was  to  solicit 
business  from  Madison  Savings  &  Loan. 

Mr.  Chertoff.  What  happened? 

Mr.  Knight.  We  took  Mr.  Latham  to  lunch,  and  I  can't  remember 
certainly  the  specific  conversation  but  the  gist  of  it  was  we  told  him 
a  little  bit  about  the  types  of  work  that  Rick  and  I  did.  Representa- 
tive clients  for  the  firm,  and  then  asked  him  for  business. 

Mr.  Chertoff.  What  did  he  say? 

Mr.  Knight.  My  recollection  is  that  he  said  that  Mr.  McDougal 
was  really  the  one  that  made  decisions  about  hiring  lawyers. 

Mr.  Chertoff.  What  else  did  he  say? 

Mr.  Knight.  He  also  said  that  Madison  regularly  used  another 
law  firm  and  that  he  thought  they  were  satisfied  with  the  services 
provided  by  the  law  firm. 

Mr.  Chertoff.  Which  law  firm  was  that? 

Mr.  Knight.  The  Mitchell  Law  Firm. 

Mr.  Chertoff.  That  would  be  the  firm  with  Jim  Guy  Tucker  as 
a  partner? 

Mr.  Knight.  Yes,  that's  correct. 

Mr.  Chertoff.  And  John  Selig  as  a  partner? 

Mr.  Knight.  Yes. 

Mr.  Chertoff.  So  in  this  meeting,  at  this  lunch,  Mr.  Latham 
told  you  it  was  Mr.  McDougal's  decision,  correct? 

Mr.  Knight.  Yes. 

Mr.  Chertoff.  He  told  you  that  the  bank  already  had  an  outside 
firm  that  it  was  happy  with? 

Mr.  Knight.  Yes. 

Mr.  Chertoff.  That  was  not  your  firm. 

Mr.  Knight.  That's  correct. 

Mr.  Chertoff.  And  would  you  agree  with  me  that  he  wasn't  en- 
couraging at  all  about  your  law  firm  getting  any  work  from  Madi- 
son Guaranty  Savings  &  Loan? 

Mr.  Knight.  That's  correct. 

Mr.  Chertoff.  So  when  you  left  that  lunch,  you  had  no  impres- 
sion from  Mr.  Latham  that  you  were  going  to  be  getting  any  busi- 
ness from  Madison  Guaranty  Savings  &  Loan? 

Mr.  Knight.  That's  correct. 

Mr.  Chertoff.  In  fact,  as  far  as  securities  work  was  concerned, 
that  was  your  particular  specialty  at  the  Rose  Law  Firm,  right? 

Mr.  Knight.  Yes,  sir,  corporate  and  securities. 

Mr.  Chertoff.  That  was  your  area. 
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In  this  lunch,  did  Mr.  Latham  say  to  you  anything  about  having 
a  securities  project  or  some  kind  of  project  involving  the  issuance 
of  preferred  stock  that  he  wanted  your  firm  to  work  on? 

Mr.  Knight.  No,  sir,  I  don't  recall  any  discussion  about  such  an 
offering. 

Mr.  Chertoff.  During  the  course  of  this  lunch,  did  you  make  a 
request  to  see  whether  you  could  meet  with  Mr.  McDougal? 

Mr.  Knight.  No,  sir,  I  did  not. 

Mr.  Chertoff.  So  when  you  left  that  lunch,  you  walked  away 
with  the  impression  that  you  had  no  opportunity  with  Madison 
Guaranty  Savings  &  Loan? 

Mr.  Knight.  At  least  at  that  point,  sir. 

Mr.  Chertoff.  When  was  the  next  time  that  you  heard  about 
Madison  Guaranty  Savings  &  Loan  in  connection  with  work  that 
the  Rose  Law  Firm  would  be  doing? 

Mr.  Knight.  I'm  not  sure  as  to  a  specific  date  but  at  some  point, 
I  learned  that  Rick  Massey  was  working  on  a  recapitalization  plan 
for  Madison  that  had  been  brought  to  the  firm. 

Mr.  Chertoff.  You  don't  know  how  it  came  to  the  firm,  do  you? 

Mr.  Knight.  No,  I  do  not. 

Mr.  Chertoff.  Do  you  remember  after  the  lunch,  when  you  came 
away  with  no  sense  that  you  were  going  to  get  any  business  from 
Madison  Guaranty  Savings  &  Loan,  did  you  say  anything  to  Mr. 
Massey  in  the  wake  of  the  lunch  about  what  your  impression  was? 

Mr.  Knight.  I  have  a  vague  recollection  just  discussing  it  with 
him  briefly  on  our  way  back  to  the  office,  and  I  think  maybe  point- 
ing out  my  observation  that  when  a  large  company  or  a  financial 
institution  has  a  large  outside  law  firm  that  they  use  as  a  regular 
firm  and  they  are  satisfied  with  the  firm,  that  it  is  typically  very 
hard  to  get  business  from  that  company.  And  that  would  have  been 
the  substance  of  it. 

Mr.  Chertoff.  So  when  you  left  that  lunch — and  this  is  consist- 
ent with  Mr.  Massey^  testimony — you  had  no  sense  that  you  had 
been  given  any  kind  of  offer  or  request  from  Madison  Guaranty 
Savings  &  Loan  to  do  work  for  them? 

Mr.  Knight.  That's  correct. 

Mr.  Chertoff.  To  the  contrary,  your  belief  was  that  the  matter 
was  closed? 

Mr.  Knight.  As  far  as  I  was  concerned,  sir. 

Mr.  Chertoff.  As  a  matter  of  fact,  I  don't  know  if  you  know  this, 
but  there  is  evidence  that  with  respect  to  the  very  stock  recapital- 
ization matter  that  eventually  did  come  to  the  Rose  Law  Firm,  that 
matter  was  originally  opened  by  Madison  Guaranty  Savings  & 
Loan  with  the  Mitchell  Williams  firm,  the  firm's  regular  outside 
counsel.  Did  you  know  that? 

Mr.  Knight.  No,  sir,  I  did  not. 

Mr.  Chertoff.  That  fact,  I  take  it,  would  tend  to  reinforce  your 
impression  that  if  a  firm  has  already  been  engaged  by  a  bank  to 
work  on  a  project  and  they  are  the  regular  outside  firm  for  the 
bank,  they  are  not  likely  to  switch  it,  unless  there's  some  unusual 
event,  to  a  firm  that  they  haven't  worked  with  before? 

Mr.  Knight.  Yes,  I  think  that's  a  fair  statement. 
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Mr.  Chertoff.  Now,  Mr.  Latham,  do  you  have  a  recollection  of 
this  lunch  that  is  different  from  that  which  Mr.  Knight  has  testi- 
fied about? 

Mr.  Latham.  No.  I  don't  remember  the  lunch.  David  and  I  were 
talking  about  that  earlier  and  laughing  about  it  but  I  do  not  re- 
member the  lunch  with  them,  no. 

Mr.  Chertoff.  You  would  agree  with  me  that  the  decision  about 
hiring  law  firms  during  this  period  of  time  for  Madison  Savings  & 
Loan  in  your  mind  was  a  decision  that  Jim  McDougal  made? 

Mr.  Latham.  Yes. 

Mr.  Chertoff.  So  that  even  though  you  were  the  Chief  Execu- 
tive Officer,  you  believe  and  you  were  operating  under  the  principle 
that  this  was  the  kind  of  decision  Jim  McDougal  would  make? 

Mr.  Latham.  Yes.  He  had  been  using  lawyers  for  awhile.  He 
owned  the  firm  or  the  S&L,  and  I  felt  that  the  hiring  of  lawyers 
to  represent  you  is  you  usually  hire  lawyers  that  you  know  and 
trust.  And  I  felt  that  that  should  be  his  call  on  who  we  used. 

Mr.  Chertoff.  Given  that  you  don't  remember  the  lunch,  let  me 
ask  you  this.  Do  you  know  who  did  make  the  decision  to  hire  the 
Rose  Law  Firm? 

Mr.  Latham.  Jim  McDougal  did. 

Mr.  Chertoff.  Do  you  know  why  he  made  that  decision? 

Mr.  Latham.  No,  I  don't.  I  mean,  I  can't  speak  for  Jim. 

Mr.  Chertoff.  Did  he  tell  you  something? 

Mr.  Latham.  My  recollection,  and  this  is  a  vague  recollection  at 
this  point  in  time,  is  that — well,  and  I  don't  know  if  he  said  it  or 
if  I  just  knew  it — but  I  knew  that  he  had  friends  at  the  Rose  Law 
Firm  and  Hillary  Clinton,  of  course,  was  one  of  them,  and  we  ei- 
ther discussed  it,  or  that  was  my  assumption  that  he  was  wanting 
to  spread  his  business  with  more  of  his  friends,  yes. 

Mr.  Chertoff.  Now  the  second  piece  of  this  puzzle,  apart  from 
the  question  of  whether  or  not  Mr.  Massey,  as  the  response  to  the 
interrogatory  indicates,  came  in  with  some  work,  and  I  guess  the 
testimony  we  have  now  from  Mr.  Knight,  Mr.  Latham,  and  Mr. 
Massey  is  that  Mr.  Massey  didn't  have  any  work  to  come  to  Mrs. 
Clinton  about. 

The  second  piece  of  this  is  Mrs.  Clinton's  statement  that  the  rea- 
son she  got  involved  in  this  was  because  she  had  to  get  McDougal 
to  pay  off  an  outstanding  bill  for  work  that  the  law  firm  had  done 
for  Madison  Bank  and  Trust,  which  had  been  Mr.  McDougal's  ear- 
lier financial  institution  before  he  moved  to  Madison  Guaranty 
Savings  &  Loan.  So  that  raises  the  question  about  whether  there 
was,  in  fact,  an  outstanding  bill  or  billing  dispute  with  Madison 
Bank  and  Trust  and  the  Rose  Law  Firm  as  of  April  1985.  And 
that's  what  I  want  to  ask  you  about,  Mr.  Bunch. 

Mr.  Bunch,  you  had  an  opportunity  during  your  deposition  or 
during  recent  interviews,  to  look  at  some  minutes  and  some  docu- 
ments of  the  Board  of  Directors  of  Madison  Bank  and  Trust? 

Mr.  Bunch.  Yes,  I  did. 

Mr.  Chertoff.  I  think  you  have  those  in  the  package  in  front  of 
you.  Let  me  ask  you,  was  there  an  outstanding  bill  that  was  owed 
from  Madison  Bank  and  Trust  to  the  Rose  Law  Firm  in  the  sum- 
mer of  1984? 

Mr.  Bunch.  Yes. 
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Mr.  Chertoff.  Was  it  in  the  amount  of  approximately  $5,800? 

Mr.  Bunch.  Yes. 

Mr.  Chertoff.  And  did  there  come  a  time  that  Jim  McDougal 
directed  you  or  indicated  that  he  wanted  the  bank  to  pay  that  bill 
and  settle  that  matter? 

Mr.  Bunch.  Yes. 

Mr.  Chertoff.  When  was  that? 

Mr.  Bunch.  I  believe  it  was  in  October. 

Mr.  Chertoff.  Actually,  would  it  be  September  25,  1984?  I  am 
sorry,  October  you  say? 

Mr.  Bunch.  I  thought  it  was  October. 

Mr.  Chertoff.  Let  me  help  you  out.  You  may  be  right.  There's 
a  document,  it's  been  faxed  to  us. 

Mr.  Bunch.  Well,  I  guess  it  was  September,  and  then  October, 
December,  we  have  another  meeting  showing  it  was  paid,  so 

Mr.  Chertoff.  You  need  to  speak  closer  to  the  microphone. 

Mr.  Bunch.  OK.  I  can't  really  see  the  date  on  this. 

Mr.  Chertoff.  All  right.  Let  me  direct  your  attention  to  a  par- 
ticular page.  It's  a  page  that  has  at  the  top  273  P03  May  14,  1996, 
13:39,  and  the  first  line  reads  "Thornton  requested  letter  in  detail 
on  Cease  and  Desist  Compliance." 

Mr.  Bunch.  Yes. 

Mr.  Chertoff.  You  have  that? 

Mr.  Bunch.  Yes,  I  do. 

Mr.  Chertoff.  That  is  part  of  a  report  relating  to  the  October 
Board  Meeting,  is  that  right? 

Mr.  Bunch.  That's  correct. 

Mr.  Chertoff.  These  are  documents  that  you're  familiar  with.  In 
fact,  you've  had  them  in  your  possession? 

Mr.  Bunch.  Yes. 

Mr.  Chertoff.  Direct  your  attention  down  to  three  paragraphs 
from  the  bottom,  it  says,  "Law  Firm.  We  owe  $5,000  for  Huntsville 
move  appeal  according  to  firm.  Discuss  the  fact  that  new  lawyers 
sent  to  argue  case."  Then  it  says,  "Mr.  McDougal  seconded  that  Mr. 
Bunch  will  negotiate  settlement  with  firm."  Is  this  the  October 
Board  Meeting  in  which  Mr.  McDougal  indicated  that  this  bill  was 
to  be  paid? 

Mr.  Bunch.  Yes. 

Mr.  Chertoff.  So  that  the  agreement  or  decision  by  McDougal 
to  pay  the  bill  was  in  October  1984,  about  7  months  before  April 
1985.  Is  that  correct? 

Mr.  Bunch.  I  suppose. 

Mr.  Chertoff.  Now  there  is  also  another  document  you  sent  us 
which  says,  Debit  General  Ledger,  Account  Number  76011.  Why 
don't  you  get  that? 

Mr.  Bunch.  Pardon  me? 

Mr.  Chertoff.  It  says,  Debit  General  Ledger,  Account  Number 
76011.  Why  don't  you  take  a  look  at  that? 

Mr.  Bunch.  Yes,  I  am. 

Mr.  Chertoff.  Is  this  the  part  of  the  ledger  record  of  the  bank 
concerning  its  disbursements? 

Mr.  Bunch.  Yes,  it  is. 

Mr.  Chertoff.  Does  this  indicate  that  on  October  23,  1984, 
$5,000  in  legal  fees  were,  in  fact,  paid  to  the  Rose  Law  Firm  which 
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was  in  your  mind,  your  understanding,  payment  in  full  for  the  out- 
standing legal  fees? 

Mr.  Bunch.  Yes.  It's  $5,000  that  was  paid — I  am  assuming — we 
never  did  find  the  cancelled  check  or  cashier's  check  or  anything — 
that  was  paid  to  Rose,  but  I'm  assuming  yes,  that  it  was  paid. 

Mr.  Chertoff.  Because  you  have  a  record  of  the  payment  and 
you  have  a  record  of  the  Board  of  Directors  that  indicated  you  were 
supposed  to  pay  that? 

Mr.  Bunch.  That's  correct. 

Mr.  Chertoff.  In  fact,  to  further  confirm  that,  I  want  to  turn 
to  the  last  document  in  the  minutes.  It's  the  minutes  of  a  Novem- 
ber 27,  1984  meeting.  If  you  can  pull  that  out. 

Mr.  Bunch.  Got  it. 

Mr.  Chertoff.  The  last  paragraph  says,  "The  Daily  Statement 
was  read,  reviewed,  and  approved  unanimously.  It  was  noted  that 
earnings  were  $69,048  with  an  L/D  Ratio  of  51  percent  and  the 
Capital  Ratio  of  7.6  percent.  The  reduction  in  earnings  was  attrib- 
uted to  heavy  accounting  fees  for  the  audit  and  a  payment  of  legal 
fees  from  1983  lawsuit." 

Mr.  Bunch.  That's  correct. 

Mr.  Chertoff.  Does  this  refer  to  that  $5,000  payment? 

Mr.  Bunch.  Yes. 

Mr.  Chertoff.  So  these  records,  the  minutes,  and  the  debit  indi- 
cate that  so  far  as  we  have  records,  there  was,  in  fact,  the  payment 
and  the  satisfaction  of  this  particular  bill  in  October  1984. 

Mr.  Bunch.  That's  correct. 

Mr.  Chertoff.  And  I  might  add,  just  to  further  confirm  that, 
that  we  have  documents  we  received  very  recently  from  the  Rose 
Law  Firm  and,  in  fact,  they  came  after  the  Committee  suspended 
in  late  February  1996,  that  indicates  what  they  call  a  fee/credit  re- 
port. It  indicates  a  distribution  among  the  partners  for,  "credit  pur- 
poses," of  this  $5,000  payment  and  that  that  occurred  in  November 
1984.  So  that's  fully  consistent  with  your  testimony  and  with  these 
other  records. 

Mr.  Bunch,  your  understanding  was,  your  instruction  from  Mr. 
McDougal  in  October  was  to  settle  up  this  bill  in  full? 

Mr.  Bunch.  Yes,  it  was. 

Mr.  Chertoff.  Do  you  remember  who  you  talked  to  at  the  law 
firm  about  doing  that? 

Mr.  Bunch.  No,  I  do  not. 

Mr.  Chertoff.  But  you  satisfied  yourself  that  you  had  accom- 
plished what  you  were  told  to  do? 

Mr.  Bunch.  Yes. 

Mr.  Chertoff.  That  the  bill  was  paid  in  full  in  either  October 
or  November? 

Mr.  Bunch.  That's  correct. 

Mr.  Chertoff.  You  never  heard  anything  to  the  contrary? 

Mr.  Bunch.  No. 

Mr.  Chertoff.  Mr.  Knight,  were  you  interviewed  by  the  Pills- 
bury  Madison  people  working  for  the  RTC  on  the  investigation  of 
Madison  Guaranty  Savings  &  Loan? 

Mr.  Knight.  No,  sir. 

Mr.  Chertoff.  Mr.  Bunch,  were  you  interviewed  by  the  Pillsbury 
Madison  people? 
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Mr.  Bunch.  Not  that  I  remember. 

Mr.  Chertoff.  Mr.  Latham,  were  you  interviewed  by  the  Pills- 
bury  Madison  people? 

Mr.  Latham.  No,  sir. 

Mr.  Chertoff.  Now,  I'd  like  to  move  to  another  subject,  if  I  can, 
with  you,  Mr.  Latham,  and  that  has  to  do  with  a  transaction  in  the 
fall  of  1985  and  early  1986  involving  property  that  had  at  one  point 
been  known  as  the  IDC  property  and  ultimately  became  the  Castle 
Grande  project.  Are  you  familiar  with  that  set  of  transactions? 

Mr.  Latham.  Yes,  I  am. 

Mr.  Chertoff.  I  know  there's  a  lot  on  the  record  on  this;  I'm  not 
going  to  get  into  detail,  but  as  long  as  you  are  here,  we  ought  to 
get  this  from  you.  Would  you  agree  with  me  that  the  way  that  ini- 
tial purchase  was  structured  in  the  fall  of  1985,  was  that  the  entire 
tract  of  property  was  split  into  two  parts.  That  Seth  Ward  took  a 
piece  of  that  property  in  his  own  name  as  a  straw  man,  using 
money  that  had  been  lent  to  him  by  Madison  Guaranty  Savings  & 
Loan,  and  that  the  balance  of  the  property  was  taken  by  Madison 
Financial,  which  was  a  subsidiary  of  Madison  Guaranty  Savings  & 
Loan?  Is  that  generally  what  happened? 

Mr.  Latham.  I  don't  know  what  you  mean  by  straw  man.  I  will 
agree  with  everything  else  except  that  term.  Yes,  that  is  true. 

Mr.  Chertoff.  You  don't  know  what  the  term  straw  man  means? 

Mr.  Latham.  I  am  not  sure  what  you  mean  by  the  term  straw 
man. 

Mr.  Chertoff.  What  I  mean,  Mr.  Latham,  is  that  he  purchased 
part  of  the  property  on  behalf  of  Madison  because  Madison  could 
not  have  purchased  the  whole  property  itself  because  it  would  have 
been  in  violation  of  regulations  had  it  done  so. 

Mr.  Latham.  My  recollection  is  there  was  more  than  one  reason 
for  Seth  to  purchase  part  of  that  tract  of  land.  I  don't  know  that 
I  can  remember  all  of  them  now,  but  they  read  them  to  me  in  my 
deposition  from  a  statement  I  had  made  to  the  RTC  last  year. 

One  was  that  I  think  Seth  and  Jim  and  everybody  else  that  I 
heard  talk  about  that  transaction,  believed  that  what  they  were 
buying,  what  Seth  put  together  was  a  steal,  and  that  they  were 
buying  the  property  at  an  immense  bargain.  Seth  is  not  one  to  turn 
down  a  profit  anywhere. 

It's  true — well,  I'm  going  from  memory  but  I  would  assume  that 
we  probably  did  not  have  the  room  to  increase  or  to  buy  the  entire 
investment  in  the  service  corporation,  and  so  for  that  reason  and 
the  others  that  I  may  not  be  remembering  right  now  that  I  stated 
to  the  RTC,  are  the  reasons  I  remember  for  splitting  that  trans- 
action in  that  manner. 

Mr.  Chertoff.  Well,  let  me  refresh  your  memory  by  going  back 
to  the  first  couple  of  times  you  testified  about  the  transaction 
under  oath.  You  have  in  your  package  your  oral  deposition,  which 
is  a  sworn  statement  given  in  a  case  in  Arkansas  in  1987,  Ward 
v.  Madison  Guaranty.  This  was  a  dispute  between  the  bank  and 
Ward  over  an  amount  that  he  was  claiming  he  was  owed  as  a  com- 
mission. Do  you  remember  that  case,  Mr.  Latham? 

Mr.  Latham.  Yes. 

Mr.  Chertoff.  Who  actually  called  you  as  a  witness  in  that  case, 
Mr.  Ward  or  the  bank? 
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Mr.  Latham.  Madison  did. 

Mr.  Chertoff.  Let  me  direct  your  attention  to  your  oral  deposi- 
tion at  page  7,  line  11. 
Mr.  Latham.  Page  7? 

Mr.  Chertoff.  Yes.  It's  your  oral  deposition  on  page  7. 
Mr.  Latham.  Yes. 
Mr.  Chertoff.  Line  8: 

Question:  Were  there  regulations  that  prohibited  Madison  Financial  Corporation 
from  making  that  large  of  a  purchase? 

Answer:  Yes. 

Question:  So  it  would  have  been  in  violation  of  those  regulations  for  Madison  Fi- 
nancial Corporation  to  have  purchased  the  entire  tract  of  land? 

Answer:  I  think  at  that  time,  that  would  have  been  a  problem. 

Question:  Do  you  recall  how  Mr.  Ward's  part  of  the  purchase  was  financed? 

Answer:  I  believe  Madison  Savings  &  Loan  made  him  a  loan  on  it. 

Was  that  testimony  true? 

Mr.  Latham.  Yes. 

Mr.  Chertoff.  I  want  to  direct  you  to  your  trial  testimony  in  the 
very  same  case,  page  95.  I'm  referring  to  the  page  number  in  the 
top  right  hand  corner,  line  15: 

Question:  Was  that  purchase  divided  between  Madison  Financial  Company  and 
Seth  Ward? 

Answer:  Yes. 

Question:  Why? 

Answer:  At  the  time,  I  don't  believe  the  service  corporation,  that  is,  Madison  Fi- 
nancial, was  able  to,  under  the  regulations,  buy  the  entire  tract.  It  was  a  piece  of 
land  that  both  Seth  Ward  and  Jim  McDougal  were  very  interested  in,  and  thought 
that  it  would  make  an  excellent  development,  and  Seth  took  one  half  of  it  roughly 
and  Madison  Financial,  the  service  corporation,  bought  the  other  half. 

Then  we  continue  on  to  the  next  page,  96,  line  6: 

Question:  Now,  you  said  that  there  were  regulations  that  limited  what  Madison 

Financial  Corporation  could  invest  in.  At  this  time,  was  Madison  Financial  close  to 

the  limit  of  investment? 
Answer:  I  believe  it  was  at  that  time,  yes. 

Was  your  testimony  true  in  this? 

Mr.  Latham.  Yes. 

Mr.  Chertoff.  Finally,  I  want  to  direct  your  attention  to  a  page 
from  a  response  to  interrogatory  in  this  very  case  that  was  the  re- 
sponse provided  by  Madison  Guaranty  Savings  &  Loan.  Were  you 
contacted  by  lawyers  in  Madison  Guaranty  Savings  &  Loan  to  get 
information  from  them  when  they  prepared  to  defend  this  case 
against  Seth  Ward? 

Mr.  Latham.  Yes,  I  was. 

Mr.  Chertoff.  We  were  not  able  to  get  the  entirety  of  these  doc- 
uments, but  we  do  have  page  12  of  the  interrogatories,  and  it  indi- 
cates that  the  Savings  &  Loan,  took  the  following  position  in  1987: 

With  knowledge,  the  plaintiff  [Seth  Ward]  agreed  to  purchase  a  section  of  the  un- 
developed property  in  his  name  so  that  Madison  Financial  Corporation  would  not 
exceed  its  investment  limitation  imposed  by  the  FHLBB  of  6  percent  of  the  assets 
of  the  corporation. 

In  effect,  plaintiff  [again,  Seth  Ward]  acted  as  a  straw  man  for  the  real  estate 
purchase  for  the  mutual  benefit  of  himself,  Jim  McDougal,  and  other  individuals. 

Now  were  you  shown  these  interrogatories  during  the  course  of 
the  case? 

Mr.  Latham.  I  may  have  been.  I  do  not  remember  seeing  them. 

Mr.  Chertoff.  You  do  not  remember.  Do  you  remember  that 
there  came  a  point  in  time  that  an  option  was  executed  between 
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Mr.  Ward  and  Madison  regarding — actually,  I  see  the  yellow  light 
is  on  and  it  is  going  to  take  a  few  minutes  to  develop  this  area  of 
inquiry,  let  me  stop  and  I'll  pick  it  up  when  we  return. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Good  morning,  gentlemen. 

Let  me  start  by  asking  you,  Mr.  Latham,  whether  it  is  correct 
that  you  have  been  interviewed  and  have  given  a  statement  to  the 
Resolution  Trust  Corporation? 

Mr.  Latham.  Yes. 

Mr.  Ben-Veniste.  And  while  you  were  not  interviewed  by  Pills- 
bury  Madison  &  Sutro,  they  were  working  for  the  Resolution  Trust 
Corporation,  were  they  not? 

Mr.  Latham.  I  don't  know. 

Mr.  Ben-Veniste.  That  was  their  client.  In  any  event,  there  was 
a  point  during  which  the  Independent  Counsel,  to  your  knowledge, 
expressed  a  desire  that  nobody  further  interview  you?  Are  you 
aware  of  that? 

Mr.  Latham.  I  think  I've  read  or  heard  that,  but  I've  not  had 

Mr.  Ben-Veniste.  The  communication  of  the  Independent  Coun- 
sel and  this  Committee  was  that  you  could  not  be  interviewed  until 
very  recently,  that  is,  the  time  of  your  deposition,  so  it's  not  at  all 
mysterious  that  the  Pillsbury  firm  might  not  have  gotten  around 
to  interviewing  you  under  those  circumstances. 

Now,  Mr.  Knight,  you  were  not  involved,  were  you,  in  the  actual 
representation  of  Madison  Savings  &  Loan  back  in  1985? 

Mr.  Knight.  I  might  have  done  some  very  minor  work  on  it,  but 
I  really  wasn't  actively  involved  in  it,  no,  sir. 

Mr.  Ben-Veniste.  Indeed,  when  Mr.  Massey  testified  before  this 
Committee,  I  have  to  say,  and  it's  nothing  derogatory  toward  you 
or  your  presence,  but  he  did  not  remember  that  you  were  present 
at  the  lunch  with  Mr.  Latham,  and  did  not  mention  that  you  were 
present.  Mr.  Latham,  do  you  remember  a  lunch  with  Mr.  Knight 
being  present? 

Mr.  Latham.  No,  I  don't. 

Mr.  Ben-Veniste.  So  it  may  have  been  that  there  were  more 
than  one  lunch  and  more  than  one  meeting  between  Mr.  Latham 
and  Mr.  Massey.  Would  you  rule  that  out,  Mr.  Latham? 

Mr.  Latham.  I  have  no  recollection  of  it  so  I  can't  rule  it  out. 

Mr.  Ben-Veniste.  And  of  course,  one  might  not  fault  you  for  hav- 
ing a  failure  of  recollection.  These  events  occurred  11  years  ago  and 
presumably  were  not  central  to  your  life  at  that  time.  Is  that  cor- 
rect, Mr.  Latham? 

Mr.  Latham.  That's  correct. 

Mr.  Ben-Veniste.  Mr.  Knight,  would  that  be  fair  to  say? 

Mr.  Knight.  Yes,  sir. 

Mr.  Ben-Veniste.  Now,  Mrs.  Clinton,  in  her  interrogatory  an- 
swers, indicated  that  there  was  a  problem  with  respect  to  an  out- 
standing bill  that  had  not  been  paid  by  Mr.  McDougal  or  one  of  his 
entities,  prior  to  the  work  that  the  Rose  Law  Firm  did  for  Madison 
Guaranty  Savings  &  Loan.  Are  you  aware  of  that? 

Mr.  Knight.  Yes,  sir. 

Mr.  Ben-Veniste.  Let's  get  your  recollection.  Is  it  not  the  case 
that  prior  to  your  lunch  pitching  the  business  to  Mr.  Latham,  that 
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you  met  with  the  senior  partner  of  the  Rose  Law  Firm  about  the 
anticipated  lunch  that  you  were  going  to  have,  during  which  you 
were  going  to  pitch  the  Madison  Savings  &  Loan  business? 

Mr.  Knight.  Well,  sir,  I  would  not  describe  it  as  a  meeting.  I 
think  I  just  basically  walked  into  his  office  and  mentioned  to  him 
that  Rick  and  I  were  going  to  go  have  lunch  with  Mr.  Latham  and 
see  if  there  was  any  possibility  of  doing  business  there. 

Mr.  Ben-Veniste.  And  Mr.  Giroir,  was  it? 

Mr.  Knight.  Giroir. 

Mr.  Ben-Veniste.  Mr.  Giroir  mentioned  to  you  at  that  time,  did 
he  not,  that  there  was  an  outstanding  balance  on  the  Madison 
Bank  account  with  the  firm? 

Mr.  Knight.  No,  sir,  that  is  not  my  recollection.  All  I  can  really 
recall  about  that  is  he  mentioned  to  me  that  there  had  been  some 
sort  of  a  billing  problem  on  work  that  had  been  done  by  the  litiga- 
tion section,  and  I  don't  believe  he  went  into  any  detail  about  the 
specific  nature  of  the  problem. 

Mr.  Ben-Veniste.  Did  Mr.  Giroir  say,  in  substance,  that  there 
had  been  a  dispute  or  some  kind  of  argument  about  fees  with  re- 
spect to  Mr.  McDougal  and  the  Rose  Law  Firm  and  that  that  had 
to  do  with  some  past  representation  of  Madison? 

Mr.  Knight.  Yes,  sir.  He  said  something  to  that  general  effect. 

Mr.  Ben-Veniste.  So  that  was  very  much  up  front  and  clearly 
on  the  mind  of  the  senior  partner  at  the  Rose  Law  Firm  at  the  time 
when  you  mentioned  Mr.  McDougal  and  Madison  Savings  &  Loan? 

Mr.  Knight.  He  did  mention  it  to  me,  yes,  sir. 

Mr.  Ben-Veniste.  Now  it  is  also  correct  that  prior  to  the  repre- 
sentation of  the  firm  of  this  new  client,  Madison  Guaranty  Savings 
&  Loan,  a  substantial  portion  of  the  outstanding  bill  was  cleaned 
up.  You  now  know  that,  do  you  not? 

Mr.  Knight.  At  the  time,  sir,  I  did  not  have  any  knowledge  of 
that.  That  is  my  understanding  certainly  based  on  what  we've  seen 
here  today. 

Mr.  Ben-Veniste.  We  now  know  that  at  some  point  apparently 
in  late  1994,  that  $5,000  was  paid  toward  that  outstanding  bill. 

Mr.  Knight.  Yes,  sir,  that  appears  to  be  the  case. 

Mr.  Ben-Veniste.  Mr.  Bunch,  and  again  I  don't  mean  to  imply 
that  you  should  necessarily  have  a  specific  recollection  of  this,  but 
is  it  correct  that  the  Rose  Law  Firm  had  been  trying  to  collect  on 
that  bill  for  representation  of  your  bank  since  1982? 

Mr.  Bunch.  I'm  sure  they  had  sent  us  some  bills,  yes. 

Mr.  Ben-Veniste.  Well,  let  me  put  before  you  a  letter  dated  Oc- 
tober 10,  1983,  and  this  has  been  Bates  stamped  9179.  Can  we  do 
that?  You  see  a  letter  dated  October  10,  1983? 

Mr.  Bunch.  Yes. 

Mr.  Ben-Veniste.  That  letter  is  addressed  to  Mr.  McDougal  and 
it's  signed  by  C.J.  Giroir,  Jr.,  the  senior  partner  at  the  Rose  Law 
Firm  at  the  time.  And  that  letter  says: 

Dear  Jim,  pursuant  to  your  discussion  with  Hillary  Rodham  Clinton,  I  am  enclos- 
ing herewith  a  copy  of  our  firm's  statement,  dated  December  23,  1981,  covering 
services  rendered  in  connection  with  the  matter  of  First  National  Bank  of  Huntsville 
v.  Madison  Bank  and  Trust. 

Very  truly  yours,  Joe  Giroir. 
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So  you  acknowledge  that  from  time  to  time  there  had  been  at- 
tempts to  secure  payment  of  this  outstanding  bill,  and  indeed  ac- 
cording to  Mr.  Giroir's  letter,  Mrs.  Clinton  had  been  aware  of  and 
involved  in  that  process? 

Mr.  Bunch.  Yes. 

Mr.  Ben-Veniste.  Now  with  respect  to  the  notes  that  have  been 
shown  of  a  Board  meeting  at  Madison  Bank  in  October  1984,  it 
says,  "Mr.  Bunch  will  negotiate  settlement  with  the  Rose  Firm." 
And  those  were  the  notes  that  were  shown  to  you  previously.  Do 
you  have  a  specific  recollection  of  negotiating  with  anybody  at  the 
Rose  Firm? 

Mr.  Bunch.  No.  I  don't  remember  it. 

Mr.  Ben-Veniste.  Again  that  is  not  surprising,  that  was  11  years 
ago.  But  in  any  event,  $5,000  was  paid  on  that  account  at  some 
point  toward  the  end  of  1984? 

Mr.  Bunch.  That's  correct. 

Mr.  Ben-Veniste.  Let  me,  in  order  to  put  into  a  little  better  con- 
text the  testimony  of  Mr.  Massey  before  this  Committee  on  Janu- 
ary 11,  1996,  when  I  questioned  him,  I  asked  him: 

Mr.  Ben-Veniste.  And  it  was  your  hope,  was  it  not,  that  Mr.  Latham  and  the 
Madison  Bank  would  consult  you  on  an  official  basis  in  your  private  capacity  as  a 
lawyer  with  the  Rose  Law  Firm? 

Mr.  Massey.  Yes,  sir.  As  I  testified  earlier,  I  actually  pitched  the  business  to  him. 
I  think  the  pitch  was  basically,  gee,  I'm — you  are  asking  me  all  these  questions. 
Why  don't  you  hire  us  and  put  us  to  work  on  some  of  these  things. 

Let  me  stop  there.  Mr.  Latham,  when  you  were  asked  about  Mr. 
Massey  and  his  pitch,  I  don't  think  you  recalled  that  he  was  teach- 
ing a  course  at  that  point  that  you  were  taking  at  the  law  school? 
You  seem  to  think  that  you  were  all  in  law  school  studying  for  the 
Bar  together? 

Mr.  Latham.  At  the  same  time;  that's  correct. 

Mr.  Ben-Veniste.  Right.  So  Mr.  Massey's  recollection  seems  to 
be  a  little  more  specific,  but  he  said  that  you  were  being  pitched 
on  specific  matters,  and  that  had  to  do,  according  to  Mr.  Massey's 
testimony,  with  the  regulatory  issues  that  eventually  Rose  was 
hired  to  handle.  Correct? 

Mr.  Latham.  It's  correct  that  that  is  what  Rick  said? 

Mr.  Ben-Veniste.  Well,  do  you  recall  that? 

Mr.  Latham.  No,  I  do  not  recall  that. 

Mr.  Ben-Veniste.  You  don't  recall  that.  Do  you  recall  that  Mr. 
Latham  was  being  pitched,  Mr.  Knight,  for  business? 

Mr.  Knight.  Yes,  I  do  recall  having  a  lunch  and  doing  that,  and 
I  recall  Mr.  Massey  being  present  at  that  lunch. 

Mr.  Latham.  Let  me  back  up  and  say  that  I  do  recall  that  Rick 
pitched  the  business  in  the  sense  that  he  wanted  us  to  hire  them 
to  do  legal  work  for  us.  I  do  not  remember  the  lunch.  I  do  not  re- 
member us — I  do  not  remember  being  in  a  class  that  Rick  was 
teaching,  but  I  do  remember  him  pitching  business,  yes. 

Mr.  Ben-Veniste.  Fair  enough.  And  to  go  on  with  Mr.  Massey's 
testimony,  I  asked  him: 

Mr.  Ben-Veniste.  So  very  clearly  you  had  it  in  mind  that  all  of  this  advice  would 
lead  someday  to  signing  up  by  the  Rose  Law  Firm  of  this  bank  client? 

Mr.  Massey.  I  had  hoped  that,  yes,  sir. 

Mr.  Ben-Veniste.  Indeed,  Mr.  Latham  told  you  in  words  or  substance  that  he 
wouldn't  object  to  that  kind  of  relationship  but  it  was  not  his  decision  to  make? 

Mr.  Massey.  That  was  the  sense  I  got  from  the  meeting,  yes,  sir. 
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Mr.  Ben-Veniste.  And  if  I  understand  your  testimony,  you  may  have  had  a  casual 
conversation  with  Mrs.  Clinton  about  these  circumstances,  knowing  that  she  was  ac- 
quainted with  Mr.  McDougal? 

Mr.  Massey.  Yes,  sir,  very  possibly. 

Mr.  Ben-Veniste.  Mr.  McDougal  was  the  person  to  whom  Mr.  Latham  referred 
as  the  decisionmaker  on  retaining  a  client? 

Mr.  Massey.  That's  correct. 

Mr.  Ben-Veniste.  So  putting  all  of  this  together,  there's  no  real  mystery,  is  there, 
that  there  was  an  issue  relating  to  securities  work  that  you  were  being  consulted 
on,  on  an  informal  basis,  by  Mr.  Latham  about  that  work,  that  you  wanted  to  regu- 
larize that  relationship  to  be  an  attorney-client  relationship  between  the  Rose  Firm 
and  the  bank,  that  you  may  have  mentioned  it  to  Mrs.  Clinton  and  that  eventually 
the  Rose  Firm  was  retained  by  the  bank  to  provide  the  service? 

Mr.  Massey.  Yes,  sir. 

That  is  not  inconsistent  with  the  recollection  you  have,  to  the  ex- 
tent you  have  a  recollection  of  those  events,  is  it,  Mr.  Latham? 

Mr.  Latham.  No,  it  is  not. 

Mr.  Ben-Veniste.  The  fact  that  Madison  Savings  &  Loan  was 
using  another  law  firm  as  its  principal  outside  firm  has  all  been 
testified  to  here  before,  and  indeed  that  lends  credence  to  the  no- 
tion that  the  Rose  Firm  had  a  very  limited  role  in  representing 
Madison  Savings  &  Loan  back  in  1985. 

We  understand  from  the  records  that  we  have  accumulated  that 
the  firm  received  approximately  $22,000  in  fees  over  an  18-month 
period.  Is  that  consistent  with  your  recollection,  Mr.  Latham? 

Mr.  Latham.  I  can't  dispute  it — the  only  recollection  that  I  have 
of  working  with  the  Rose  Firm  was  on  the  broker-dealer  matter. 
The  billing  records,  in  my  understanding,  indicate  that  they  have 
worked  on  several  other  matters,  and  I  do  not  dispute  that. 

Mr.  Ben-Veniste.  There  were  other  matters,  yes,  and  we  have 
been  through  all  those  with  the  members  of  the  firm,  the  partners 
who  have  come  here  to  testify,  I  think  three  in  number.  Do  you 
have  any  reason  to  believe  that  the  Rose  Firm  was  paid  for  work 
that  was  not  performed? 

Mr.  Latham.  No.  I  have  no  reason  to  believe  that. 

Mr.  Ben-Veniste.  Mr.  Knight,  do  you  have  any  such  reason  to 
believe  that  the  Rose  Firm  was  paid  as  some  kind  of  gratuity  or 
gift,  rather  than  for  legal  services  performed? 

Mr.  Latham.  No,  sir. 

Mr.  Ben-Veniste.  The  $22,000  over  an  18-month  period,  how 
would  you  characterize  that  in  terms  of  whether  that  was  a  signifi- 
cant amount  of  business  for  the  Rose  Firm  during  1985? 

Mr.  Knight.  That  would  be  a  relatively  small  matter  for  a  cor- 
porate area. 

Mr.  Ben-Veniste.  Now  is  it  correct  that  really  the  only  thing 
that  you  have  any  recollection  about  in  connection  with  the  rep- 
resentation by  the  Rose  Firm  of  Madison  Savings  &  Loan  and  how 
the  business  came  in  was  this  limited  recollection  about  the  lunch 
that  you  had  back  in  1984  or  1985? 

Mr.  Knight.  I  do  remember  the  lunch.  I  think  as  I  said  earlier, 
I  also  generally  remember  learning  that  business  was  in-house.  I 
just  don't  know  how  it  arrived. 

Mr.  Ben-Veniste.  And  if  I  understand  your  testimony  correctly, 
you  don't  recall  what  matter  you  worked  on  back  then,  but  you 
think  you  may  have  worked  on  some  minor  aspect  of  some  matter? 

Mr.  Knight.  Yes,  sir.  During  the  course  of  previous  testimony, 
I  reviewed  some  billing  records,  and  I  had  one  or  two  small  entries 
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where  it  appeared  that  Rick  Massey  had  asked  me  to  look  over  a 
document  for  him.  I  just  really  don't  recall  having  done  that. 

Mr.  Ben-Veniste.  You  didn't  have  any  independent  recollection, 
but  when  you  went  back  and  looked  at  the  billing  records,  it  indi- 
cated that  you  had  put  in  some  small  amount  of  time,  and  you're 
prepared  to  say  that  you  must  have,  if  the  records  said  that? 

Mr.  Knight.  That  is  correct,  sir. 

Mr.  Ben-Veniste.  OK.  Fair  enough. 

Now,  Mr.  Bunch,  there  isn't  any  suggestion,  is  there,  that  the 
$5,000  that  was  paid  in  late  1984,  according  to  these  records,  was 
some  kind  of  a  gift  to  the  Rose  Law  Firm? 

Mr.  Bunch.  No.  Rose  did  the  appeal. 

Mr.  Ben-Veniste.  They  had  worked  on  an  appeal?  Do  you  know 
which  lawyers  at  the  Rose  Firm  worked  on  that  appeal? 

Mr.  Bunch.  I  believe,  from  the  documents,  Mr.  Foster. 

Mr.  Ben-Veniste.  Do  you  have  any  reason  to  believe  that  Mrs. 
Clinton  was  in  any  way  involved  in  that  appeal? 

Mr.  Bunch.  Not  that  I  know  of. 

Mr.  Ben-Veniste.  Did  you  work  with  Mr.  Foster  in  connection 
with  that  appeal? 

Mr.  Bunch.  No.  We  had  a  bank  attorney,  a  local  attorney,  that 
did  most  of  that. 

Mr.  Ben-Veniste.  So  in  terms  of  the  fee  dispute  that  has  been 
talked  about,  the  services  were  incurred  in  1981,  I  believe;  correct? 

Mr.  Bunch.  I  believe  that's  correct. 

Mr.  Ben-Veniste.  The  bill  was  ultimately  paid,  or  the  outstand- 
ing balance  on  the  bill  was  ultimately  paid  in  1984,  it  appears,  to- 
ward the  end  of  the  year?  Is  that  correct? 

Mr.  Bunch.  Well,  yeah.  We  agreed  on  a  $5,000  settlement,  yes. 

Mr.  Ben-Veniste.  The  whole  bill  was  $5,000-and-change? 

Mr.  Bunch.  I  don't  think  the  bill  was  really  disputed;  it  was  just 
that  we  were  a  little  slow  in  paying. 

Mr.  Ben-Veniste.  Like  3  years? 

[Laughter.] 

Mr.  Bunch.  On  that  order. 

Mr.  Ben-Veniste.  There  is  no  suggestion,  is  there,  that  you  felt 
that  you  didn't  owe  the  money? 

Mr.  Bunch.  No,  no. 

Mr.  Ben-Veniste.  The  work  was  performed? 

Mr.  Bunch.  That's  correct. 

Mr.  Ben-Veniste.  You  might  not  have  gotten  the  result  that  you 
wanted — I  don't  even  know  what  the  appeal  was  about 

Mr.  Bunch.  Well,  that's  true. 

Mr.  Ben-Veniste.  — or  any  of  that  arcania  back  in  1981,  but  you 
were  a  little  slow  in  paying  because  you  didn't  get  a  great  result, 
I  guess? 

Mr.  Bunch.  Correct. 

Mr.  Ben-Veniste.  And  for  other  reasons? 

Mr.  Bunch.  Well,  mostly  because  of  result,  I  am  sure;  yeah.  We 
weren't  in  any  hurry. 

Mr.  Ben-Veniste.  You  weren't  in  any  hurry. 

Mr.  Bunch.  Obviously. 

Mr.  Ben-Veniste.  I  think  we  can  all  agree  on  that.  Some  of  us 
up  here  are  lawyers  and  are  familiar  with  that  syndrome,  and  Sen- 
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ator  Bennett  always  takes  the  client's  view  so  he  would  be  on  the 
same  page  as  you  if  he  were  here  today,  I  am  sure,  in  terms  of  the 
speed  with  which  legal  bills  are  sometimes  requested  to  be  paid 
and  the  resulting  action  by  the  client.  But  there  was  nothing  unto- 
ward about  the  fact  that  the  bill  was  ultimately  paid? 

Mr.  Bunch.  No.  That's  correct. 

Mr.  Ben-Veniste.  Do  you  recall  any  discussions  with  McDougal 
from  your  own  recollection  as  opposed  to  looking  at  records  regard- 
ing the  payment  of  the  outstanding  balance  of  that  bill? 

Mr.  Bunch.  No,  I  do  not. 

Mr.  Ben-Veniste.  So  it  wasn't  any  major  event? 

Mr.  Bunch.  No. 

Mr.  Ben-Veniste.  Mr.  Latham,  it  is  correct,  is  it  not,  that  Mr. 
McDougal  was  the  one  to  make  the  decision  concerning  the  matter 
about  which  Mr.  Massey  and  apparently  Mr.  Knight  pitched  you? 

Mr.  Latham.  That's  correct. 

Mr.  Ben-Veniste.  I  take  it  you  don't  recall  whether  subsequent 
to  the  lunch  you  requested  other  information,  or  other  guidance  on 
an  informal  basis  from  Mr.  Massey  on  whether  he  continued  to  try 
to  get  your  nose  into  the  tent,  as  it  were,  as  a  client? 

Mr.  Latham.  I  don't  recall.  It  sounds  like  he  did,  but  I  don't  re- 
call. 

Mr.  Ben-Veniste.  According  to  the  Pillsbury  Report,  Mr.  Chair- 
man, this  matter  was  addressed  in  the  following  way.  "McDougal's 
Madison  Bank" — that  was  the  bank  that  you  are  associated  with, 
not  Madison  Guaranty  Savings  &  Loan  which  has  been  the  subject 
of  all  of  this  litigation  and  discussion? 

Mr.  Bunch.  Right. 

Mr.  Ben-Veniste.  And  apparently  Mr.  McDougal  had  a  thing  for 
President  Madison  and  kept  naming  his  institutions  after  that 
President. 

Mr.  Bunch.  That's  correct. 

Mr.  Ben-Veniste.  "McDougal's  Madison  Bank  had  refused  to  pay 
the  Rose  Law  Firm  in  full  for  litigation  services  rendered  in  1981 
and  1982.  Given  this  prior  experience  with  McDougal,  the  Rose 
Law  Firm  could  hardly  be  blamed  for  seeking  advance  payment  be- 
fore agreeing  to  represent  the  McDougal  entity  once  again." 

And  indeed,  was  it  not  the  case,  Mr.  Latham,  that  a  monthly  re- 
tainer was  agreed  upon,  as  opposed  to  a  system  whereby  the  firm 
would  bill  the  client,  Madison  Guaranty  Savings  &  Loan,  for  serv- 
ices rendered  after  the  event? 

Mr.  Latham.  That's  correct. 

Mr.  Ben-Veniste.  Now  in  terms  of  the  question  of  the  funds 
which  were  paid  over  the  18-month  period  from  1985  to  1986,  do 
you  recall  that  a  retainer  balance  was  returned  to  Madison  Savings 
&  Loan  at  some  point,  Mr.  Latham? 

Mr.  Latham.  Yes,  I  do. 

Mr.  Ben-Veniste.  Again  according  to  the  Pillsbury  Report,  "Even 
if  all  the  retainer  had  been  earned  in  fees,  Mrs.  Clinton's  share 
would  have  been  less  than  $20  a  month  over  that  18-month  pe- 
riod." The  report  also  noted:  "There  is  no  evidence  that  the  Clin- 
tons ever  received  anything  like  $2,000  a  month  from  this  engage- 
ment, and  every  reason  to  believe  that  they  never  received  more 
than  a  trivial  sum  of  money." 


3177 

That  conclusion  is  based  on  the  fact  that  Mrs.  Clinton's  draw  as 
a  partner  as  applied  to  whatever  formula  was  in  effect  in  1985  or 
1986  at  the  Rose  Law  Firm  would  reflect  that  she  would  get  a  very, 
very  small  percentage  of  this  $22,000  in  fees  over  this  18-month  pe- 
riod. Is  that  consistent  with  your  understanding  of  how  the  firm 
operated  at  that  point,  Mr.  Knight? 

Mr.  Knight.  Yes.  I  think  that  is  true,  because  the  net  profits  for 
the  firm  were  basically  spread  over  20-something  partners. 

Mr.  Ben-Veniste.  According  to  Mrs.  Clinton's  February  4,  1994, 
sworn  interrogatory,  she  stated  that  Massey  had  come  to  her  be- 
cause he  had  learned  that  certain  lawyers  at  the  firm  were  opposed 
to  doing  any  more  work  for  Jim  McDougal,  or  any  of  his  companies, 
until  he  paid  his  bill;  and  then  only  if  Madison  Guaranty  agreed 
to  prepay  a  certain  sum  to  the  firm  once  a  month  to  cover  fees  and 
expenses.  First  of  all,  let  me  ask  you  whether  Mr.  Massey  was 
present  when  you  approached  Mr.  Giroir  and  Mr.  Giroir  told  you 
about  the  outstanding  balance? 

Mr.  Chertoff.  Excuse  me?  I  don't  believe  that  is  what  the  wit- 
ness said,  that  there  was  an  "outstanding  balance."  That  is  not  my 
recollection  of  the  testimony. 

Mr.  Ben-Veniste.  Thank  you,  Mr.  Chertoff. 

Was  Mr.  Massey  with  you  when  you  had  this  conversation  with 
Mr.  Giroir? 

Mr.  Knight.  No,  sir. 

Mr.  Ben-Veniste.  Do  you  recall  providing  Mr.  Massey  with  any 
information  before  your  meeting  about  your  conversation  with  your 
senior  partner? 

Mr.  Knight.  I  may  have  mentioned  to  Rick  the  conversation  that 
I  had  with  Joe  Giroir,  but  I  really  don't  recall. 

Mr.  Ben-Veniste.  Would  you  rule  out  the  notion  that  either  Mr. 
Massey  had  an  independent  conversation  with  Mr.  Giroir  or  he 
took  from  your  mention  of  your  meeting  with  Mr.  Giroir  that  Mr. 
Giroir,  as  the  senior  partner,  had  raised  the  issue  of  a  fee  dispute, 
or  monies  being  owed  to  the  firm,  as  being  a  concern  when  you 
mentioned  that  you  were  going  to  pitch  this  business? 

Mr.  Knight.  As  I  said,  I  really  don't  remember  whether  I  had  a 
discussion  with  Mr.  Massey  about  that;  and  I  don't  know  whether 
he  had  any  discussions  with  Mr.  Giroir  about  that  issue. 

Mr.  Ben-Veniste.  But  in  terms  of  simply  the  way  these  things 
operate,  the  senior  partner  of  the  firm,  as  soon  as  you  mentioned 
the  fact  that  you  were  going  to  pitch  Madison  Savings  &  Loan  busi- 
ness, mentioned  that  there  had  been  a  fee  dispute  with  McDougal 
that  had  been  unresolved?  Correct? 

Mr.  Knight.  Well — that's  correct. 

Mr.  Ben-Veniste.  Since  Mr.  Giroir  was  a  senior  partner  of  the 
firm,  that  would  be  something  on  your  mind?  You  wouldn't  simply 
ignore  that? 

Mr.  Knight.  I  will  agree  with  that.  I  think  the  only  observation 
about  that  is  that  Rick  Massey  was  a  very  junior  associate  at  the 
time,  and  it  would  be  rather  surprising  to  me  to  find  out  he  was 
having  discussions  with  Mr.  Giroir  about  that  issue  and  I  was  hav- 
ing those  discussions  with  Mr.  Giroir  because  I  was  a  partner. 
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Mr.  Ben-Veniste.  OK.  And  Mr.  Massey,  being  a  junior  lawyer, 
may  have  even  taken  the  remark  to  be  more  significant  than  you 
viewed  it  at  the  time? 

Mr.  Knight.  That's  possible,  sir. 

Mr.  Ben-Veniste.  Now  the  notion  that  the  firm  would  want  to 
clean  up  the  outstanding  fees  owed  to  the  firm  prior  to  undertaking 
a  new  matter  with  the  same  individual  who  was  involved  with  a 
new  entity — that  is,  Mr.  McDougal  now  as  owner  of  Madison  Guar- 
anty Savings  &  Loan — would  not  be  unusual,  would  it? 

Mr.  Knight.  Well,  again,  sir,  I  am  not  really  sure  what  the  prob- 
lem with  billing  was.  I  don't  know  whether  it  was  a  slow-pay  prob- 
lem. I  don't  know  whether  it  was  an  uncollected  balance  problem. 
I  just  know  that  Mr.  Giroir  was  concerned  that  there  had  been  a 
billing  problem. 

Mr.  Ben-Veniste.  Isn't  it  correct  that  Mr.  Giroir  told  you  that 
before  the  firm  could  undertake  a  new  representation  with  respect 
to  the  same  individual  who  had  a  fee  dispute  with  the  firm,  that 
the  old  matter,  the  matter  in  dispute,  would  have  to  be  addressed 
before  the  firm  would  go  forward  with  the  new  matter? 

Mr.  Knight.  Yes,  sir.  I  understood  that  if  I  decided  to  proceed 
with  any  kind  of  a  new  engagement  for  the  firm,  that  Mr.  Giroir 
wanted  to  visit  with  me  about  that  issue;  but  no  business  came  out 
of  the  lunch,  and  I  never  pursued  the  matter  any  further. 

Mr.  Ben-Veniste.  You  didn't,  but  the  matter  was  obviously  pur- 
sued, and  the  bill  was  cleaned  up,  as  we  now  know,  before  the  new 
matter  was  accepted?  Is  that  fair  to  say? 

Mr.  Knight.  I  have  no  knowledge  of  that,  other  than  of  these  rec- 
ords that  have  been  shown  to  me  here  today. 

Mr.  Ben-Veniste.  The  records  seem  to  indicate  that,  and  we  are 
trying  to  reconstruct  that,  along  with  people's  recollections  of  these 
events.  But  your  testimony  was,  if  I  understand  it  from  your  depo- 
sition: "Mr.  Giroir  thought  it  was  fine  to  go  ahead  and  have  the 
lunch,  but  if  anything  came  of  it  and  we  decided  we  wanted  to  un- 
dertake representation  on  something,  if  we  needed  to,  I  needed  to 
look  into  that  to  make  sure  it  wasn't  a  problem." 

Mr.  Knight.  That  is  an  accurate  statement,  sir. 

Mr.  Ben-Veniste.  Mr.  Chairman. 

The  Chairman.  Mr.  Chertoff. 

Mr.  Chertoff.  Mr.  Knight,  just  to  be  clear,  because  you  gave  a 
very  clear  statement  on  this  in  the  first  round:  Mr.  Giroir  did  not 
tell  you  in  1985,  there  was  an  outstanding  balance  on  the  bill? 

Mr.  Knight.  He  did  not. 

Mr.  Chertoff.  In  fact  we  know,  because  the  record  is  clear,  the 
bill  had  been  paid  the  previous  October.  But  since  Mr.  Ben-Veniste 
raises  the  question  of  Mrs.  Clinton's  statement,  I  have  to  confess 
to  you,  Mr.  Knight,  there  is  something  that  is  really  puzzling  about 
the  central  thrust  of  her  statement  which  I  think  comes  to  light  as 
you  appear  here.  You  see,  when  you  read  her  statement,  she  says 
that  Massey  has  got  work,  or  requests  to  take  on  work,  after  this 
lunch;  that  Massey  believes  there  is  a  billing  problem;  and  there- 
fore Massey  comes  to  her  and  asks  her  to  straighten  it  out. 

Now,  Mrs.  Clinton  later  gave  a  somewhat  different  version  I 
think  after  some  of  this  had  been  developed  during  the  hearings  in 
her  most  recent  interview,  and  I  think  introduced  Vincent  Foster 
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into  the  mix,  and  her  latest  version  said  it  was  Vincent  Foster  who 
came  to  her. 

But  what  really  puzzles  me  is  this:  You  were  at  the  lunch  with 
Mr.  Massey.  It  seems  to  me  as  a  matter  of  plain,  simple,  common 
sense  that  if  there  had  been  any  offer  of  work  to  Mr.  Massey  from 
Mr.  Latham,  either  at  that  luncheon  or  even  afterwards,  and  Mr. 
Massey  had  any  concerns  about  it,  he  would  have  gone  to  you.  You 
were  the  expert  in  corporate  and  securities  law,  not  Mrs.  Clinton? 
Correct?  She  wasn't  a  securities  partner;  she  was  a  litigator,  right? 

Mr.  Knight.  That's  correct. 

Mr.  Chertoff.  In  fact,  you  supervised  other  lawyers  in  the  cor- 
porate securities  area? 

Mr.  Knight.  Associates;  yes,  sir. 

Mr.  Chertoff.  What  was  your  seniority  relative  to  Mrs.  Clinton 
in  terms  of  years  with  the  firm? 

Mr.  Knight.  She  would  have  been  senior  to  me,  sir. 

Mr.  Chertoff.  In  number  of  years  spent  there? 

Mr.  Knight.  In  number  of  years  spent;  yes,  sir. 

Mr.  Chertoff.  How  much  junior  to  her  were  you? 

Mr.  Knight.  That  is  really  hard  to  say,  because  I  had  come  to 
the  firm  with  several  years  of  practice  in  the  securities'  law  area 
under  my  belt.  So  time  at  the  firm  doesn't  quite  correlate  to  the 
level  of  seniority. 

Mr.  Chertoff.  I  see.  So  you  had  had  practice  experience  at  an- 
other firm? 

Mr.  Knight.  Well,  sir,  I  had  been  at  the  Securities  and  Exchange 
Commission,  and  I  had  clerked  for  a  Federal  Appellate  Court,  also. 

Mr.  Chertoff.  Oh,  I  see.  You  actually  came  from  the  U.S.  Secu- 
rities and  Exchange  Commission? 

Mr.  Knight.  Yes,  sir,  I  did. 

Mr.  Chertoff.  So  you  really  were  an  expert  in  securities? 

Mr.  Knight.  Yes,  sir. 

Mr.  Chertoff.  Not  that  I  was  doubting  that  before  but  since  we 
are  in  Washington,  everything  seems  magnified  when  it  occurs 
here.  Did  you  supervise  securities  work  and  corporate  work  at  the 
Rose  Law  Firm? 

Mr.  Knight.  Yes,  I  did. 

Mr.  Chertoff.  You  supervised  Mr.  Massey  on  things? 

Mr.  Knight.  Yes,  sir. 

Mr.  Chertoff.  So,  given  your  relationship  with  Mr.  Massey,  he's 
working  under  you,  you  are  the  expert  in  securities,  you  attended 
the  lunch  with  him,  you  taught  the  course  with  him  in  which  Mr. 
Latham  was  a  student,  as  a  matter  of  courtesy  and  common  sense 
I  would  think  that,  even  if  we  assumed  for  a  moment  that  Mr. 
Massey  had  been  offered  work  by  Mr.  Latham  and  that  there  was 
a  billing  problem,  he  would  come  to  you.  Wouldn't  you  agree  with 
me  that,  from  your  knowledge  of  Massey  and  the  way  the  firm 
works,  you  would  have  expected  if  any  work  came  to  Massey  as  a 
result  of  this  lunch,  he  would  have  come  to  you  about  it? 

Mr.  Knight.  Yes,  sir.  I  think  that  is  a  fair  statement. 

Mr.  Chertoff.  He  never  did  come  to  you  about  it? 

Mr.  Knight.  Not  that  I  recall. 

Mr.  Chertoff.  Now,  I  also  want  to  pursue  another  issue  raised 
by  Mr.  Ben-Veniste  early  on.  Mr.  Latham,  Mr.  Ben-Veniste  asked 
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you  whether  it  was  your  understanding  that  the  Pillsbury  people 
did  not  interview  you  because  the  Independent  Counsel  asked  them 
not  to.  Mr.  Knight,  do  you  have  any  reason  to  believe  the  Inde- 
pendent Counsel  ever  told  or  asked  the  Pillsbury  people  not  to 
interview  you? 

Mr.  Knight.  No,  sir. 

Mr.  Chertoff.  Mr.  Bunch,  do  you  have  any  reason  to  believe 
that  the  Independent  Counsel  ever  told  the  Pillsbury  people  not  to 
interview  you? 

Mr.  Bunch.  I  don't  even  know — who  are  the  Pillsbury  people? 

Mr.  Chertoff.  I  think  that  answers  the  question.  So  there  is 
nothing  that  I  can  imagine,  whether  it  is  a  matter  of  a  request  of 
the  Independent  Counsel  or  anything  else,  that  should  have  pre- 
vented the  people  from  Pillsbury  Madison  over  the  2  years  that 
they  worked  on  this  matter  from  talking  to  you  in  much  the  same 
way  as  we  are  talking  to  the  two  of  you  here.  You  certainly  cannot 
think  of  any  reason  why  they  could  not  have  talked  to  you;  right? 

Mr.  Knight.  No,  I  can't. 

Mr.  Chertoff.  Mr.  Knight,  you  weren't  concealing  the  fact  that 
you  were  at  the  lunch  that  the  Pillsbury  Report  spent  a  consider- 
able amount  of  effort  analyzing,  but  they  never  talked  to  you;  is 
that  right? 

Mr.  Knight.  They  never  talked  to  me,  sir. 

Mr.  Chertoff.  Mr.  Bunch,  in  fact,  you  also  were  involved  in  the 
loan  with  respect  to  Whitewater  Development,  Lot  13;  correct? 

Mr.  Bunch.  Correct. 

Mr.  Chertoff.  That  was  the  loan  to  Mrs.  Clinton  personally  for 
purposes  of  developing  that  lot? 

Mr.  Bunch.  I  believe  that  was  what  it  was  for,  yes. 

Mr.  Chertoff.  And  that  was  another  area  the  Pillsbury  people 
might  have  explored,  but  they  didn't.  I  have  to  say,  I  mean,  in  the 
last  couple  of  weeks  by  my  count  we  have  identified  at  least  a 
dozen  witnesses  who  have  had  direct  and  intimate  dealings  with 
some  of  the  issues  that  make  up  this  matter,  and  none  of  them 
were  talked  to  by  the  Pillsbury  people  in  2  years.  So  I  am  sure  that 
that  is  a  matter  the  Committee  will  be  eager  to  explore  tomorrow 
when  I  think,  with  the  benefit  of  this  additional  information,  we 
assess  the  nature  of  that  work. 

Now  let  me  go  back  to  you,  Mr.  Latham,  because  we  were  on  the 
issue  of  this  transaction  for  Castle  Grande,  which  was  identified  by 
Madison  Savings  &  Loan  in  its  own  interrogatory  responses  as  a 
deal  in  which  Mr.  Ward  acted  as  a  straw  man.  I  am  correct  that, 
for  Mr.  Ward's  participation  in  this  transaction,  he  received  a  com- 
mission; is  that  right? 

Mr.  Latham.  That  is  my  recollection.  At  this  point,  I  don't  know 
if  I  remember  that  from  that  point  in  time  or  if  I  have  read  it 
somewhere;  but  that  is  my  understanding,  yes. 

Mr.  Chertoff.  The  commission  was  not  in  the  form  of  cash,  but 
he  was  given  his  commission  by  being  allowed  to  keep  a  couple  of 
tracts  of  the  property  he  had  taken  in  his  name  after  the  rest  of 
that  property  was  ultimately  taken  back  by  Jim  McDougal;  right? 

Mr.  Latham.  Again,  I  don't  have  a  recollection  of  that.  That  is — 
in  the  deposition  yesterday  they  read  me  something;  I  can't  remem- 
ber what  it  was,  but  it  indicated  that.  That's  correct. 
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Mr.  Chertoff.  Well,  let  me  read  to  you  from  your  own  sworn 
testimony  back  in  1987,  if  you  get  to  your  trial  testimony  at  page 
100.  I  am  referring  to  the  number  in  the  upper  right-hand  corner. 
I  know  we  have  two  sets  of  numbers. 

Mr.  Latham.  OK. 

Mr.  Chertoff.  At  the  very  bottom,  line  19: 

Question:  Did  any  money  actually  change  hands? 

Answer:  No.  The  consideration,  in  essence,  was  already  given.  The  money  was  al- 
ready owned  to  Seth  as  commissions.  Seth  did  not  pay  cash  to  the  Service  Corpora- 
tion for  this.  This  was  evidence  of  a  debt  that  was  already  owned  by  the  Service 
Corporation  to  Seth. 

Question:  Now  was  Mr.  Ward  concerned  also  because  there  were  Federal  examin- 
ers at  Madison  Guaranty  Savings  &  Loan? 

Answer:  I  think  that  may  have  been  of  some  concern  to  him,  as  well. 

Question:  I  want  you  to  look  at  now  what  has  been  introduced  as  Defendant's  Ex- 
hibit No.  3,  an  option  to  purchase  tracts  27  and  28  of  Holman  Acres.  Can  you  tell 
the  jury  about  the  circumstances  surrounding  the  Financial  Corporation  taking  an 
option  out  on  this  property? 

Answer:  Yes.  I  know  this  is  confusing,  but  the  loan  was  done  really  at  that  time 
in  lieu  of  the  option.  The  option,  more  concretely  or  more  accurately  reflects  the  na- 
ture of  the  transaction,  that  being  that  the  Service  Corporation  owed  Seth  $300,000 
in  commissions.  In  the  initial  purchase  of  all  of  that  property,  Seth  retained  tracts 
27  and  28  of  Holman  Acres  as  his  commission,  which  was  later  to  be  bought  by  the 
Service  Corporation.  The  option  allows  the  Service  Corporation  to  buy  the  property 
from  Seth.  Thus  Seth  receives  the  $300,000  and  the  Service  Corporation  would  have 
the  property. 

Now  that  was  true  testimony  you  gave  there,  right? 

Mr.  Latham.  Yes.  At  that  time  I  had 

Mr.  Chertoff.  A  better  memory? 

Mr.  Latham.  I  don't  know  that  I  remember  it  at  that  time,  but 
I  worked  with  Madison's  lawyers  and  we  went  over  this  transaction 
in  detail.  It  is  pretty  confusing,  but  that  was  my  understanding  at 
this  point  in  time  when  I  gave  the  testimony;  that's  correct. 

Mr.  Chertoff.  So  your  understanding  of  the  transaction  was 
that  the  option  was  designed  to  be  the  way  Seth  Ward  would  cash 
in  his  commission;  that  he  had  held  back  a  couple  of  tracts  of  land, 
and  the  deal  was  understood  from  the  very  beginning  that  he 
would  then  later  receive  $300,000  for  the  land  which  would  be  his 
commission;  right? 

Mr.  Latham.  That's  correct. 

Mr.  Chertoff.  And  do  you  know  if  the  land  was  actually  worth 
$300,000? 

Mr.  Latham.  I  don't  know. 

Mr.  Chertoff.  Well,  wasn't  it  really  worth  something  more  like 
a  hundred-and-something-thousand  dollars? 

Mr.  Latham.  I  have  no  idea. 

Mr.  Chertoff.  Then  your  answer  goes  on  to  say: 

The  note  was  done  very  quickly  to  make  sure  that  that  debt  was  evidenced  should 
something  happen  to  anybody  to  protect  Seth.  The  note,  however,  would  have  left, 
if  that  was  the  way  it  was  finally  structured,  would  have  left  Seth  with  the  $300,000 
plus  the  property,  which  was  not  the  intent  of  the  transaction. 

Now,  I  take  it  what  you  are  saying  here  is,  the  original  way  they 
wanted  to  get  that  commission  to  Ward,  for  his  being  the  straw 
man  on  this  deal,  was  by  having  him  hold  back  some  property,  and 
then  he  would  receive  $300,000  for  it.  But  when  they  got  nervous 
because  the  examiners  were  in  the  bank,  they  quickly  decided  to 
go  the  route  of  issuing  a  note  and  having  him  borrow  money  se- 
cured by  the  property  so  that  if  there  was  some  problem  at  the 
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bank  because  of  the  examiners,  Seth  would  be  protected.  Is  that 
the  basic  gist  of  it? 

Mr.  Latham.  I  think  that  is  a  fair  conclusion.  At  this  point  I  am 
in  the  same  shoes  that  you  are.  I  have  to  go  by  whatever  I  said 
at  that  trial  because  I  have  no  recollection  at  this  point.  In  fact, 
I  don't  think  I  did  then.  We  spent  many  hours  going  through  many 
documents  to  piece  that  together.  So  this  is — I  would  rely  on  what- 
ever was  said  at  this  trial,  and  what  you  are  saying  is  a  fair  con- 
clusion from  that. 

Mr.  Chertoff.  Let  me  ask  you  this,  then.  Do  you  know  why  Mrs. 
Clinton  would  have  been  involved  in  drafting  this  option? 

Mr.  Latham.  I  have  no  idea. 

Mr.  Chertoff.  I  think  that  concludes  it  for  me,  Mr.  Chairman, 
except  I  just  wanted  to  observe  for  the  record  that  we  had  origi- 
nally hoped  to  have  Mr.  Henley — that  would  be  Susan  McDougal's 
brother — come  in.  The  reason  is  because  we  have  been  exploring  at 
some  length  the  difference  between  the  statement  that  Mrs.  Clin- 
ton gave  concerning  how  she  recalled  the  work  being  brought  in, 
the  statements  various  witnesses  have  said,  and  of  course,  Mr. 
McDougal's  original  allegation  that  the  work  was  arranged  through 
a  meeting  he  had  with  Mr.  Clinton  back  in  the  late  summer  of 
1984.  I  gather  there  was  some  evidence  that  Mr.  Henley  may  have 
been  in  the  vicinity  of  that,  and  Mr.  Henley's  lawyer  indicated  to 
us  that  he  would  exercise  his  Constitutional  right  not  to  testify. 

I  do  think  I  want  to  make  one  last  observation  and  maybe  get 
any  comment  on  this,  if  anybody  has  a  comment.  This  bill  that  was 
paid  in  October  1984,  was  outstanding  for  some  considerable  period 
of  time.  Then,  all  of  a  sudden  Mr.  McDougal  decided  he  was  going 
to  pay  it  off.  It  is  interesting  to  look  at  the  coincidence  of  dates. 
I  mean,  Mr.  McDougal  has  maintained  at  least  for  some  consider- 
able period  of  time  that  Mr.  Clinton  came  by  to  ask  for  some  help 
in  terms  of  the  Rose  Law  Firm  in  late  August  1984.  It  is  not  very 
much  after  that  that  Mr.  McDougal  finally  indicates  he  is  going  to 
pay  this  outstanding  bill. 

Mr.  Bunch,  did  Mr.  McDougal  ever  tell  you  why  it  was  that  in 
October  1984,  all  of  a  sudden  he  decided  he  was  going  to  pay  this 
bill  that  had  not  been  paid  for  some  period  of  time? 

Mr.  Bunch.  I  wouldn't  know,  other  than  we  may  have  had  a  lit- 
tle more  money  at  that  time  than  we'd  had  previously. 

Mr.  Chertoff.  Actually,  my  understanding  is  from  looking  at 
the  minutes  that  you  have  provided  us  with,  that  in  the  November 
Board  meeting  someone  pointed  out  that  paying  that  bill  actually 
resulted  in — or  was  a  contributing  factor  to  a  decrease  in  the  profit- 
ability of  the  bank.  So  apparently  the  decision  to  pay  the  bill  actu- 
ally had  an  adverse  effect  on  the  financial  picture  of  the  bank  for 
that  quarter.  Would  you  agree  with  me? 

Mr.  Bunch.  That  was  part  of  the  reason  that  we  hadn't  paid  it. 
We  figured  Rose  had — we  didn't  have  anything  against  Rose,  but 
we  figured  they  had  more  money  than  we  did. 

[Laughter.] 

Mr.  Chertoff.  That  is  probably  true.  But  something  motivated 
him  to  do  that  in  October,  just  within  2  months  of  when  McDougal 
has  told  us  there  was  a  visit  with  Mr.  Clinton.  Mr.  Chairman,  that 
is  the  end  of  my  questions. 
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The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

The  Chairman.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Well,  the  fact  of  the  matter  is  that  the  bill  had 
been  outstanding  for  3  years,  Mr.  Bunch? 

Mr.  Bunch.  That's  the  fact. 

Mr.  Ben-Veniste.  Whether  it  had  an  impact  on  the  bottom  line 
or  not,  sooner  or  later  you  owed  it  and  you  were  going  to  have  to 
pay  it;  right? 

Mr.  Bunch.  Sure. 

Mr.  Ben-Veniste.  If  Mr.  McDougal  told  you  this  was  the  time  to 
do  it,  that's  fine? 

Mr.  Bunch.  It  was  time  to  do  it. 

Mr.  Ben-Veniste.  Now  in  terms  of  what  has  been  brought  out 
in  this  last  round  of  questioning,  is  it  not  correct,  Mr.  Latham,  that 
with  respect  to  the  IDC  transactions  that,  to  the  best  of  your  recol- 
lection, Mrs.  Clinton  had  nothing  to  do  with  any  of  that  for  Madi- 
son Guaranty  Savings  &  Loan? 

Mr.  Latham.  With  respect  to  that  transaction? 

Mr.  Ben-Veniste.  Yes. 

Mr.  Latham.  I  have  no  recollection  of  her  involvement,  no. 

Mr.  Ben-Veniste.  In  connection  with  the  option  agreement  that 
Mr.  Chertoff  has  brought  up,  the  conclusion  of  Pillsbury  Madison 
&  Sutro  in  their  Supplemental  Report  of  February  25,  1996,  states: 

While  Mrs.  Clinton  drafted  the  May  1,  1986,  option,  nothing  proves  she  did  so 
knowing  it  to  be  wrong.  The  circumstances  of  the  work  point  strongly  toward  inno- 
cent explanations  and  the  theories  that  tie  this  option  to  wrongdoing  or  to  the  straw 
man  arrangements  are  strained,  at  best. 

And  finally,  with  respect  to  all  of  this  "who-struck-John"  about 
bringing  the  client  in  the  door  11  years  ago,  the  conclusion  of  the 
Pillsbury  Report  is  that: 

Mrs.  Clinton's  recollections  and  Richard  Massey's  recollections  differ  in  some 
respects,  but  for  present  purposes  the  differences  are  not  material.  For  present  pur- 
poses, it  makes  little  difference  who  was  right.  There  is  no  hint  of  fraud  or  inten- 
tional misconduct  in  either  version,  and  the  mere  act  of  retaining  the  Rose  Law 
Firm  did  not  harm  Madison  Guaranty  in  any  respect. 

I  have  nothing  further. 

The  Chairman.  Very  good. 

First  of  all,  let  me  thank  the  three  witnesses. 

Mr.  Knight,  where  do  you  work  now? 

Mr.  Knight.  Stephens,  Inc.,  sir. 

The  Chairman.  Oh,  the  investment  bankers? 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  You  are  their  securities  expert? 

Mr.  Knight.  Well,  sir,  I  run  the  Legal  Department.  I  am  their 
General  Counsel. 

The  Chairman.  Oh,  you  are  General  Counsel? 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  Well,  they  are  very  fortunate. 

Mr.  Knight.  Thank  you,  sir. 

The  Chairman.  Very  fortunate.  I  have  to  tell  you  that  I  am  very 
impressed  with  the  clarity  and  truthfulness.  This  is  not  an  easy 
matter,  I  understand  that.  I  think  we  all  understand  that  and  I 
just  want  you  to  know. 
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Mr.  Bunch,  I  want  to  thank  you  for  coming  in.  Again,  none  of 
this  is  pleasant.  You  find  yourself  in  here  trying  to  recall  events 
that  go  back  years  and  years,  and  what  did  or  didn't  take  place. 
We  thank  you  for  your  candor  and  for  coming  forth. 

Mr.  Bunch.  Thank  you,  sir. 

The  Chairman.  Mr.  Latham,  you  find  yourself  dragged  in  here 
after  years  and  years,  and  it  is  understandable,  obviously,  that  you 
can't  go  back  and  recall  with  definiteness  those  thing  that  took 
place  back  in  1983,  1984,  1985,  and  so  we  appreciate  your  testi- 
mony. 

I  will  make  this  comment.  I  found  this  new  information  as  it  re- 
lates to  this  business  about  the  outstanding  legal  bill,  that  the 
records  clearly  indicate  that  that  matter  had  been  taken  care  of, 
and  it  was  no  longer  an  outstanding  legal  bill. 

I  think  that  from  the  testimony  of  both  Mr.  Latham  and  Mr. 
Knight  in  recounting  what  took  place  at  the  lunch,  there  was  no 
business  that  came  out,  or  resulted  from  that  lunch.  It  is  just  abso- 
lutely very  clear. 

We  have  a  number  of  matters.  We  will  write  up  our  reports, 
Counsel,  on  that.  We  have  been 

Senator  Sarbanes.  Mr.  Chairman,  I  just  want  to  say,  I  don't 
think  that  that  last  statement  is  clear.  Obviously,  we  have  a  differ- 
ing view  about  it. 

The  Chairman.  Probably  we  will  do  that,  and  that  will  be  the 
wrap-up  in  our  reports  where  we  will  reflect  on  that. 

I  am  going  to  excuse  the  witnesses  at  this  time. 

We  have  two  outstanding  matters  which  I  would  like  to  try  to  re- 
solve. One  was  the  question  of 

Senator  Sarbanes.  Are  we  finished  with  the  panel? 

The  Chairman.  Yes.  I  want  to  thank  the  panel  very,  very  much. 

Mr.  Knight.  Thank  you,  sir. 

Mr.  Bunch.  Thank  you. 

Mr.  Latham.  Thank  you. 

The  Chairman.  We  have  two  important  matters  to  resolve,  and 
I  would  hope  that  we  could  do  that.  The  first  is  the  question  of  get- 
ting the  fingerprints  from  the  FBI  on  the  billing  records.  I  would 
hope  that  we  could  send  out  a  subpoena  to  produce  all  documents 
referred  to  in  Attachment  A.  That  reads: 

All  records,  regardless  of  format,  including,  but  not  limited  to,  any  reports,  memo- 
randa, correspondence,  and  records  in  any  other  medium,  that  reflect,  refer,  or  re- 
late to  any  analysis  conducted  by  the  Federal  Bureau  of  Investigation  of  fingerprints 
found  on  records  reflecting  the  Rose  Law  Firm's  representation  of  Madison  Guar- 
anty Savings  &  Loan  Association  that  were  discovered  in  the  White  House  by  Spe- 
cial Assistant  to  the  President  Carolyn  Huber. 

I  would  hope  that  we  could  agree  to  send  the  subpoena  without 
us  having  to  convene  all  the  Members  for  that  purpose. 

Second,  there  is  a  question 

Senator  Sarbanes.  Mr.  Chairman,  shall  we  discuss  that  first? 

The  Chairman.  That  is  number  one.  Then  there  is  a  second  ques- 
tion with  respect  to  a  communique  that  we  received  from  Mr. 
Hale's  lawyer.  I  think  that  we  should  respond  to  that  by  way  of 
asking  them  for  a  time  certain  before  we  take  any  further  action. 

Senator  Sarbanes.  I  have  not  seen  this  letter. 

The  Chairman.  I  think  we  are  down  to,  in  terms  of  who  the 
Committee  may  or  may  not  be  bringing  before  us,  or  what  informa- 
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tion  we  are  seeking,  I  think  those  are  the  last  two.  It  is  a  matter 
of  Hale,  and  it  is  a  matter  of  getting  these  materials.  So  I  am  going 
to  ask  that 

Mr.  Ben-Veniste.  Right  now,  the  status  of  things,  with  respect 
to  Mr.  Hale,  is  that  a  subpoena  has  been  served  on  Mr.  Hale  for 
his  appearance  next  Monday  for  deposition,  and  next  Wednesday 
for  hearing  testimony.  Now  his  lawyer  has  asked  for  additional 
time,  and  I  guess  that  is  what  is  pending  before  the  Committee.  He 
has  not  responded  formally  about  whether  Mr.  Hale  will  attempt 
to  assert  a  Fifth  Amendment  privilege. 

And,  Mr.  Chairman,  we  have  done  some  research  on  that  issue 
with  respect  to  the  appropriateness,  in  view  of  the  fact  that  he  did 
testify  at  length  in  Little  Rock  on  the  same  issues  we  will  question 
him  about  here  were  he  to  appear. 

The  Chairman.  Yes.  I  am  saying  that  we  have  to  resolve  this.  I 
would  hope  that  we  could  issue  the  subpoena  for  the  fingerprints 
today  without  there  being  a  necessity  of  convening  all  the  Mem- 
bers, because  I  do  not  think  there  is  any  controversy.  The  clock  is 
ticking.  If  we  are  not  going  to  do  it  today,  then  tomorrow  I  will  rec- 
ommend that  we  hold  a  hearing  for  the  purposes  of  issuing  the  sub- 
poena. 

Mr.  Ben-Veniste.  Well,  there  is  kind  of  a  step  in  between  that, 
perhaps,  since  we  are  doing  this  in  public,  that  the  public  doesn't 
know  about,  and  that  is  the  letter  we  received  from  the  Independ- 
ent Counsel,  which  has  directed  the  FBI  in  this  matter,  where  they 
have  refused  to  turn  over  the  material  to  us. 

Senator  Sarbanes.  I  think  if  a  subpoena  is  going  to  be  sent,  it 
should  be  sent  to  the  Independent  Counsel. 

The  Chairman.  No.  No. 

Senator  Sarbanes.  I  do  not  think 

The  Chairman.  Well,  then  we  will  just 

Senator  Sarbanes.  — have  not  seen  this,  but  let  me  just  make 
a  statement. 

The  Chairman.  We  will  convene  the  Committee  for  consideration 
of  the  subpoena. 

Senator  Sarbanes.  I  do  not  think  we  should  politicize  the  FBI. 
And  I  do  not  think  you  should  place  the  Director  of  the  FBI,  Mr. 
Freeh,  in  what  I  would  regard  as  an  untenable  position. 

We  sent  a  letter  to  the  Independent  Counsel  asking  for  this  re- 
port. I  gather  they  have  declined  to  respond,  and  therefore  I  think 
the  subpoena  should  be  addressed  to  the  Independent  Counsel.  I  do 
not  think  you  should,  in  effect,  play  a  political  game  with  the  FBI. 
I  feel  very  strongly  about  this.  I  mean,  I  have  just  seen  this  a  little 
bit  ago,  but  I  feel  very  strongly  about  this.  I  don't  think  the  FBI 
ought  to  be  politicized. 

If  a  subpoena  is  going  to  be  sent,  it  ought  to  be  sent — we  sent 
the  letter  to  the  Independent  Counsel  making  the  request.  They  de- 
clined. If  you  want  to  follow-up  on  that,  I  think  the  subpoena 
should  be  sent  to  the  Independent  Counsel.  We  ought  not  place  Di- 
rector Freeh  in  what  in  a  sense  is  an  untenable  position  and  sort 
of  portray  him  in  some  way  as  being  uncooperative.  These  FBI 
agents  are  working  for  Starr. 

The  Chairman.  Senator  Sarbanes,  there  has  not  been  one  iota  or 
indication  that  the  FBI  has  not  been  cooperative.  I  do  not  under- 
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stand  how  we  could  come  to  that  conclusion,  or  how  my  indicating 
that  it  is  necessary  to  send  out  a  subpoena  because  the  Independ- 
ent Counsel,  as  indicated,  really,  that  would  be  the  only  manner 
in  which  to  proceed. 

Senator  Sarbanes.  Who  indicated  that? 

The  Chairman.  I  am  going  to  ask  Mr.  Chertoff  to  respond. 

Senator  Sarbanes.  Well,  no,  Mr.  Chairman,  let  me  make  a  point. 

The  Chairman.  Mr.  Chertoff,  would  you 

Senator  Sarbanes.  No.  Let  me  develop  the  point.  When  we  asked 
for  the  O'Neill  302  records.  We  asked  those  of  the  Independent 
Counsel.  They  did  not  furnish  them.  We  did  not  make  the  propo- 
sition that  we  should  subpoena  the  Director  of  the  FBI.  I  do  not 
want  to  politicize  the  FBI.  I  know  a  political  game — I  mean,  obvi- 
ously this  has  a  heavy  political  content,  these  hearings,  and  has 
had  all  through  the  consideration,  but  at  least  let's  not  drag  the 
FBI  into  that  political  pit. 

The  letter  we  sent  on  this  matter  was  sent  to  the  Independent 
Counsel.  If  you  do  not  get  an  appropriate  response  from  the  Inde- 
pendent Counsel  and  you  want  to  follow-up,  I  think  the  subpoena 
should  be  sent  to  the  Independent  Counsel  and  you  ought  not  put 
the  Director  of  the  FBI  in  this  position. 

Mr.  Chertoff.  Mr.  Chairman,  it  might  illuminate  this  if  I  were 
to  point  out,  first  of  all,  that  there  is  no  intention  of  putting  the 
FBI  Director  in  any  position.  It  is  always  the  practice,  as  a  matter 
of  law,  when  you  subpoena  records  that  are  created  by  an  agency, 
the  subpoena  is  directed  to  the  agency  that  created  the  records. 

In  my  years  as  a  U.S.  Attorney,  if  somebody  subpoenaed  FBI  re- 
ports, even  if  they  were  in  the  possession  of  the  U.S.  Attorney's  Of- 
fice, the  subpoena  is  directed  to  the  agency  which  produces  them. 
It  is  a  matter  of  just  the  technical  way  you  properly  do  it.  It  is  not 
a  matter  of  trying  to  individually  make  the  Director  come  in  and 
do  something. 

Let  me  also  observe  that  when  we  have  requested  voluntarily 
that  information  be  provided,  we  have  sent  the  letters  to  the  Inde- 
pendent Counsel.  But  when  we  have  subpoenaed  materials  that 
were  Department  of  Justice  materials,  we  have  subpoenaed  them 
from  the  Department,  whichever  organ  of  the  Department  had  the 
materials,  and  then  with  the  understanding  that  the  Independent 
Counsel  would  make  the  decision.  There  is  no  suggestion  here  that 
Mr.  Freeh  is  going  to  make  the  decision,  or  the  FBI  is  going  to 
make  it  on  their  own.  They  clearly  are  going  to  have  to  get  guid- 
ance and  defer  to  the  Independent  Counsel. 

Senator  Sarbanes.  Then  why  don't  we  send  the  subpoena  to  the 
Independent  Counsel? 

Mr.  Chertoff.  Because  the  Independent  Counsel  is  not  the  ap- 
propriate designated  recipient  of  subpoenas. 

Senator  Sarbanes.  No.  You  are  setting  up  a  stand-off  between 
Freeh  and  the  Independent  Counsel,  and  you  are  bringing  Freeh 
into  the  political  arena. 

The  Chairman.  That  is  not 

Senator  Sarbanes.  I  do  not  approve  of  that. 

The  Chairman.  Excuse  me.  Excuse  me. 

Senator  Sarbanes.  I  think  the  FBI  ought 

The  Chairman.  Now  wait.  Now  wait. 


3187 

Senator  Sarbanes.  — not  be  politicized  in  this  manner. 

The  Chairman.  You  know,  the  only  person  who  is  bringing  up 
politics  is  you,  Senator. 

Senator  Sarbanes.  We  sent  the  letter  to  the  Independent  Coun- 
sel. No.  The  politics  was  brought  up 

The  Chairman.  The  politics — no,  no. 

Senator  Sarbanes.  — by  putting  this  subpoena  in  front  of  us  to 
Mr.  Freeh,  the  Director  of  the  FBI. 

The  Chairman.  Oh,  no.  You  know  what,  we  have  been  discussing 
this  matter  and  attempting  to  get  a  resolve  of  it,  and  we  can't  get 
a  resolve  of  it.  So  I  am  saying  to  you  that  either  we  are  going  to 
get  a  resolve  of  getting  these  fingerprints  or  getting  the  informa- 
tion. We  have  agreed  to  this,  but  we  are  not  getting  a  satisfactory 
resolve.  That  is  the  only  reason  I  have  been  forced  to  say  that  we 
are  going  to  have  to  come  to  a  conclusion  in  the  manner  by  which 
we  make  a  good-faith  effort  to  obtain  this  information.  Now  this  is 
not  an  attempt  to  have 

Senator  Sarbanes.  It  certainly  is. 

The  Chairman.  Well,  I  am  sorry  that  you  interpret  it  that  way. 
Our  actions  are  designed  to  attempt  to  get  these  records.  We  are 
not  attempting  to  put  the  FBI  or  anybody  else  on  the  spot.  This 
will  have  to  be  a  decision  that  is  made  by  the  Independent  Counsel. 
But  since  the  FBI  is  the  custodian  of  these  records,  we  believe  that 
is  the  correct  manner  in  which  to  proceed.  There  is  precedent  for 
this  in  every  other  instance  with  every  other  Department,  includ- 
ing the  FBI. 

This  is  not  an  attempt  to  politicize  this.  Indeed,  I  would  suggest 
that  Counsel  call  the  Independent  Counsel  for  guidance.  Ask  them, 
get  a  determination  as  to  who  they  believe  the  proper  party  or  par- 
ties would  be  to  issue  a  subpoena.  Now  if  that  is  something  we  can 
agree  to,  and  if  he  believes  that  he  will  accept  the  service  on  the 
basis  of  that  and  then  make  a  determination,  fine.  We  will  proceed 
in  that  manner.  But  what  I  am  suggesting  is  that  we  have  to  get 
this  done  because  the  time  is  running  out. 

Senator  Sarbanes.  Well,  Mr.  Chairman 

The  Chairman.  Now,  I  have  bent  over  backward,  and  I  resent 
the  Senator  saying  that  we  are  attempting  to  politicize  it.  You 
know  that  is  not  right.  I  have  gone  to  extraordinary  lengths  in 
order  to  move  these  hearings,  in  order  to  come  in  before  the  date 
of  the  14th,  to  try  to  accommodate  all  the  witnesses  at  the  same 
time.  I  have  also  indicated  that  I  would  hope  that  Mr.  ChertofT  and 
Mr.  Ben-Veniste  would  be  able  to  deal  with  the  other  outstanding 
matter  with  respect  to  Mr.  Hale. 

I  think  Mr.  Hale's  attorney  should  be  advised  that  on  a  particu- 
lar date  certain  we  want  an  answer  one  way  or  the  other  whether 
he  can  come  in  or  he  can't  come  in,  and  then  we  will  determine 
what  to  do  thereafter. 

Senator  Sarbanes.  Mr.  Chairman,  the  letter  was  sent  from  Mr. 
ChertofT  and  Mr.  Ben-Veniste  to  the  Independent  Counsel  request- 
ing they  provide  the  Special  Committee  with  a  copy  of  the  report 
of  the  analysis,  assuming  one  were  done. 

The  Chairman.  That's  right. 

Senator  Sarbanes.  Now  apparently  they  have  not  been  forthcom- 
ing in  response  to  that  request.  If  that  is  the  case,  then  it  seems 
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to  me  the  follow-up  should  be  a  subpoena  addressed  to  the  Inde- 
pendent Counsel  and  not  to  Mr.  Freeh,  the  Director  of  the  Federal 
Bureau  of  Investigation,  which  would  then  put  Freeh  in  a  difficult 
position  vis-a-vis  the  Independent  Counsel.  These  FBI  agents,  if 
they  did  this  analysis,  did  it  for  the  Independent  Counsel.  I  mean, 
I  am  prepared  to  send  a  subpoena  to  the  Independent  Counsel.  I 
am  prepared  to  follow  up  on  the  rejection  of  our  letter. 

The  Chairman.  All  right. 

Senator  Sarbanes.  But  I  don't  want  to — I  am  not  going  to  be  a 
party 

The  Chairman.  Don't  raise  your  voice  to  me,  Senator. 

Senator  Sarbanes.  I  want  to  be  very  clear. 

The  Chairman.  Don't  raise  your  voice. 

Senator  Sarbanes.  Well,  I  want  to  be  very  clear  about  this. 

The  Chairman.  All  right.  But  just  don't  raise  your  voice,  please. 

Senator  Sarbanes.  I  am  not  going  to  be  party  to  dragging  the 
FBI  into  the  political  arena.  I  just  do  not  think  that  is  a  proper 
thing  to  do. 

The  Chairman.  You  know  that  a  summons  is 

Senator  Sarbanes.  I  just  saw  this  thing.  It  was  just  laid  on  me. 

The  Chairman.  Oh,  you  know  what 

Senator  Sarbanes.  The  letter  was  sent  to  the  Independent  Coun- 
sel, and  the  follow-up,  then,  if  we  are  not  satisfied  with  his  re- 
sponse with  respect  to  a  subpoena,  ought  to  be  to  the  Independent 
Counsel  and  not  to  the  Director  of  the  FBI. 

The  Chairman.  The  fact  of  the  matter  is  that,  for  technical  rea- 
sons, this  is  commonplace.  This  is  done  regularly.  I  think  Mr. 
Chertoff  has  explained  that  this  is  not  unusual,  and  I  can't  under- 
stand the  thrust,  except  to  attempt  to  make  the  Committee's  work 
look  like  it  is  something  that  we  haven't  agreed  on  together,  and 
that  was  to  get  whatever  information  that  those  documents  contain 
as  it  relates  to  who  may  or  may  not  have  handled  them.  That  is 
all  it  is. 

Senator  Sarbanes.  Mr.  Chairman 

The  Chairman.  But  I  will — I  will — I  will — and  we  may  as  well 
get  it  out  here  now — be  delighted  to  sign  and  authorize  a  subpoena, 
with  your  concurrence,  to  the  Independent  Counsel.  If  the  Inde- 
pendent Counsel  indicates  to  us,  and  I  would  hope  they  would  indi- 
cate sooner  rather  than  later  because  we  have  time,  that  he  be- 
lieves for  legal,  technical  reasons  that  they  have  to  be  sent  to  the 
FBI,  that  we  could  then  get  concurrence  not  to  put  the  FBI  in  a 
position,  but  rather  legal  counsel,  the  Independent  Counsel,  will 
have  to  make  a  judgment  and  a  determination  that  we  would  then 
proceed  with  both,  if  that  is  necessary.  Now,  I  can't  offer  anything 
more  in  good  faith.  If  the  Senator  will  join  with  me  in  that,  I  would 
proceed  in  that  manner. 

Senator  Sarbanes.  I  will  send  a  subpoena  to  the  Independent 
Counsel,  but  I  don't  think  you  ought  to  structure  a  situation  as  this 
subpoena  to  the  Director  of  the  FBI  would  do,  by  placing  the  FBI 
in  an  intolerable  position  between  this  Committee  and  the  Inde- 
pendent Counsel.  These  FBI  agents  are  working  for  the  Independ- 
ent Counsel. 
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The  Chairman.  We  will  agree,  Senator — and  this  is  only  a  way 
to  get  a  final  determination  as  to  whether  or  not  the  Independent 
Counsel  is  going  to  oppose  even  the  subpoena. 

We  have  to  make  the  formal  request.  We  have  no  problem  with 
that.  This  is  not  an  attempt  in  the  final  analysis,  this  is  a  decision 
that  will  be  made  by  the  Independent  Counsel.  But  for  technical 
reasons,  you  serve  the  subpoena  on  the  agency  that  has  made  this 
report,  that  has  this  information.  It  is  just  a  technical  thing.  Now 
if  the  Independent  Counsel  objects,  I  am  willing  to  say  that  this  is 
not  a  decision  being  made  by  the  FBI.  We  will  make  it.  I  will  stipu- 
late that  in  the  record. 

Senator  Sarbanes.  I  see. 

The  Chairman.  So  maybe  we  have  at  least  arrived  at  a  deter- 
mination that  we  will  not  expect  the  FBI  to  make  this  decision; 
that  it  is  going  to  be  made,  obviously,  with  respect  to  what  the 
Independent  Counsel  feels  is  appropriate.  Would  that  be  fair? 

Senator  Sarbanes.  I  think  we  should  direct  the  subpoena  to  the 
Independent  Counsel. 

The  Chairman.  Let  me  say  to  you  that  I  have  no  problem  with 
doing  that 

Senator  Sarbanes.  Let's  do  that,  then. 

The  Chairman.  — but  technically,  they  may  reject  that.  Then  we 
will  have  to  come  back  again  and  issue  a  subpoena  to  the  Director 
of  the  FBI.  I  hope  that  they  won't  do  that.  But  let  me  say  that  I 
will  direct,  with  your  concurrence,  that  we  send 

Senator  Sarbanes.  Well,  then  they  should  be  clear  that  they  are 
issuing  these  instructions  to  the  FBI  Director. 

The  Chairman.  OK.  Fine. 

Senator  Sarbanes.  The  FBI  Director  ought  not  to  be  put  in  the 
position  of  appearing  not  to  be  cooperative  when  the  basis 

The  Chairman.  Senator,  I  agree 

Senator  Sarbanes.  — of  the  noncooperation  is  the  Independent 
Counsel. 

The  Chairman.  Senator,  we  agree  on  that. 

Senator  Sarbanes.  Well,  I  am  pleased  to  hear  that. 

The  Chairman.  Well,  it  took  an  awful  lot  to  say  that  we  agreed 
on  that.  But  just  so  we  have  it  on  the  record. 

Mr.  Ben-Veniste.  It  is  clear,  Mr.  Chairman,  that  if  somebody 
has  the  report,  it  is  clearly  the  Independent  Counsel  who  has  the 
report.  We  want  to  get  the  report,  and  we  want  to  go  by  way  of 
subpoena. 

The  Chairman.  All  right. 

Mr.  Ben-Veniste.  They  have  turned  us  down  on  that  and  on  the 
302  reports,  if  we  want  to  subpoena  both  of  those,  I  think  we 
should  do  that. 

The  Chairman.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Yes,  sir. 

The  Chairman.  I  believe  that  Senator  Sarbanes  and  I  have  come 
to  an  agreement.  First,  we  issue  the  subpoena  to  the  Independent 
Counsel.  Second,  we  issue  a  subpoena  to,  I  would  hope,  to  the  FBI 
Director  with  the  clear  understanding  that  if  they  do  not  respond, 
obviously  this  is  a  determination  that  will  be  made  by  the  Inde- 
pendent Counsel. 
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This  way,  at  least,  we  have  met  the  technical.  We  understand 
that  the  subpoena  is  being  issue.  I  would  ask,  with  this  under- 
standing, because  it  meets  the  technicalities  of  the  law  that  require 
it  goes  to  the  head  of  the  agency  that  has  done  this  work.  Only  for 
those  purposes.  With  the  clear  understanding  that  the  FBI  will  not 
be  placed  in  a  position  where  it  might  be  at  variance  with  the  opin- 
ion of  the  Independent  Counsel. 

Senator  Sarbanes.  Mr.  Chairman,  no,  no,  no.  I  don't  accept  the 
proposition  that  it  is  a  technicality  with  regard  to  it  going  to  the 
FBI.  I  think  that  we  should  send  the  subpoena  to  the  Independent 
Counsel 

The  Chairman.  I  am  going  to  authorize- 


Senator  Sarbanes.  — to  leave  the  FBI  out  of  it,  and  see  what  re- 
sponse we  get  from  the  Independent  Counsel. 

The  Chairman.  By  the  way,  we  have  repeatedly  subpoenaed  the 
FBI  for  documents,  repeatedly,  or  the  Department  of  Justice.  This 
is  not  the  first  time.  I  have  to  begin  to  think  that  this  is  an  effort 
to  stall  these  hearings,  for  whatever  reason — I  don't  know  why — 
and  to  deprive  us  of  the  information. 

Senator  Sarbanes.  I  don't  think  we  have  subpoenaed  the  FBI, 
have  we,  for  work  product? 

The  Chairman.  Yes,  we  have. 

Mr.  CHERTOFF.  My  recollection  is,  all  along  when  we  have  sub- 
poenaed documents  from  the  FBI  or  the  Department  of  Justice,  ac- 
tually we  usually  send  it  to  the  Attorney  General.  There  was  an 
objection  raised  to  that  by  Mr.  Ben-Veniste  because  there  was  a 
concern  that  we  were  trying  to  make  her  look  like  she  was  in  the 
middle,  we  then  went 

Senator  SARBANES.  Yes,  and  the  FBI. 

Mr.  Chertoff.  — to  the  FBI. 

Senator  Sarbanes.  I  think  that  we  should  go  to  the  Independent 
Counsel.  I  don't  think  you  should  put  these  other  people  in  the 
middle.  I  don't  think  the  FBI,  professional  law  enforcement  agency, 
ought  to  be  put  in  that  posture.  Now,  you  know,  we  have  offered 
a  perfectly  constructive 

The  Chairman.  Senator  Sarbanes. 

Senator  SARBANES.  — path  here  to  try  to  get  at  these  records. 
And  that  is,  to  send  the  subpoena  to  the  Independent  Counsel. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  We  are  not  saying,  "Don't  do  anything." 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  We  are  saying,  follow-up  in  that  regard. 

The  Chairman.  Would  you,  please. 

Senator  Sarbanes.  Politicize  the  FBI 

The  Chairman.  I  guess  the  hearing  was  too  tranquil  for  you. 

[Laughter.! 

Senator  Sarbanes.  Well,  I  am  not  going  to  be  part  of  politicizing 
the  FBI. 

The  Chairman.  Why  don't  you  stop  this  nonsense.  Nobody  has 
talked  about  politics  except  yourself. 

Senator  Sarbanes.  You  are  the  one  who  put  this  subpoena  in 
front  of  me. 

The  Chairman.  You  are  the  only  person  saying  politics,  politics, 
politics.  I  think  you  cry  too  much. 
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Now  if  the  Senator  wants  to  join  with  me  in  the  issuance  of  a 
subpoena  requesting  this  information — and  I  will  ask  both  Coun- 
sels to  call  Mr.  Starr's  office  and  speak  to  them — that  is  fine.  We 
will  do  that.  If  the  Independent  Counsel  says  technically,  and  I 
don't  know,  he  may  say,  fine,  I  will  make  that  request.  I  hope  we 
do  not  have  to  come  back  and  do  this  again  and  issue  a  subpoena 
to  the  FBI,  for  these  records.  But  if  we  have  to,  then  we  will  have 
to  do  that. 

I  will  take  your  course.  Tomorrow,  then,  we  will  have  to  see  what 
the  response  is.  And  if  you  will  join  with  me  in  asking  for  this  in- 
formation, then  I  would  suggest  that  we  do  that  and  ascertain 
what  the  position  of  the  Independent  Counsel  is. 

Senator  Sarbanes.  So  we  will  issue  a  subpoena  to  the  Independ- 
ent Counsel? 

The  Chairman.  Yes.  We  will  issue  a  subpoena  to  the  Independ- 
ent Counsel. 

Senator  Sarbanes.  Fine.  Not  to  the  Director  of  the  FBI. 

The  Chairman.  However,  if  they  indicate  that  technically  it  has 
to  go  to  the  Justice  Department  or  to  the  FBI  Director,  then  I 
would  hope  the  Senator  would  join  with  me  privately  in  issuing 
that  subpoena.  Senator? 

Senator  Sarbanes.  I  want  to  see  what  the  Independent  Counsel 
says  and  what  the  basis  of  his  response  is. 

The  Chairman.  OK. 

Senator  Sarbanes.  I  mean,  I  am  not,  you  know 

The  Chairman.  I  have  said 

Senator  Sarbanes.  Have  you  had  a  discussion  with  the  Inde- 
pendent Counsel  about  this? 

The  Chairman.  No,  I  have  not.  I  would  hope  that  they  would 
agree.  But  if  they  say  technically  you  have  to  go  through  this  proc- 
ess, I  hope  that  you  would  join  with  me  again  in  issuing  this  with- 
out having  to  get  a  vote  of  the  full  Committee.  I  would  hope  that 
would  be  the  case. 

Senator  Sarbanes.  Well,  I  want  to  see  what  the  OIC  says. 

The  Chairman.  We  understand. 

The  Committee  stands  in  recess. 

Mr.  Ben-Veniste.  Mr.  Chairman,  with  respect  to  Mr.  Hale? 

The  Chairman.  We  stand  in  recess. 

[Whereupon,  at  12:03  p.m.,  the  hearing  was  recessed,  to  recon- 
vene at  9:30  a.m.,  Friday,  May  17,  1996.] 

[Appendix  supplied  for  the  record  follows:] 
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CONFIDENTIAL 

Interrogatory  No.  17:   With  respect  to  the  Rose  LaJl'irm's 
seriresentation  of  MADISON  GUARANTY  in  1985  and  1986:    I 

T-a-)- — Was  Mrs  . — Clinton  chfc — lawyer  responsible — &erobtaining 
his  business  for  the  Rose  Law  Firtr.?   If  not,  who  was? 

The  Rose  Law  Firm  had  first  represented  Jim  McDougal  in 

7981  with  respect  to  i|iti$atior.  arising  out  oT~~hi.s  purchase 


f /the  Bank  of  Kingston.   I  did  not  work  on  the  1981  ma^t^r,  but 
I  recall  that  Jim  disputed  the  amount  of  his  final  bill  and 
refused  to  pay  the  entire  amount:  requested. 

To  the  best  of  my  reco] lecuion,  the  president  of  Madison 
Guaranty,  John  Latham,  who  v|as  a  friend  of  an  associate  /at:  the 


FoseVLaw  Firm,  Richard  Massqy,  lpecame  interested  in_Jaatvin& 
yadison  Guaranty  issue  some  kind  of  preferred  stock  to  ra:.se 
capital.   Latham  had  spoken  to  Massey  about  doing  the  related 


because 


egsu.  -  work .   In  the  spring  of  198  5,  Massey  came  to  see\me 
He/had  learned  that  certain  lawyers  at  the  law  firm  wer^  opposed 
to  doing  any  more  work  for  Jim  McDougal  or  any  of  his  companies 
until  he  paid  his  bill  and  then  only  if  Madison  Guaranty  agreed 
to  prepay  a  certain  sum  to  the  firm  once  a  month  to  cover  fees 
anp  expenses.   Under  such  an  arrangement,  the  firm\ could  be 
aissVred  that  Madison  Guaranty  was  staying  current  w/itft\  regard  to 


paying  for  the  new  work  that  the  firm  might  do  for  it. 

I  believe  Massey  approached  me  about  presenting  this 
proposal  to  Jim  McDougal  because  he  was  aware  that  I  knew  him.   I 
ajgjreed  to  go  see  McDougal .   I  visited  him  at  his  office  on  April 
23,  1985,  and  told  him  that  I  understood  Latham  wanted  Massey  to 

-  34  - 
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CONFIDENTIAL 


some  work  for  Madison  Guaranty,  but  that  our  firm  woCIld  not 


Leo.  Massey  proceed  until  the  previous  bill  was  paid  an/1  sjome  kind 
of  prepayment  arrangement  was  worked  out  for  new  work  the)  firm 
might  do.   As  I  recall,  McDougal  agreed  that  Massey  could  proceed 
he  work  and  mf  ormeS~"tne 


due  bill.   McDougal  also  indicated  that  he  was  agreeabl\s 
kind  of  prepayment  arrangement . 


(b)   Was  Mrs.  Clinton  the 
If  not,  who  was? 


I 


would  arrange  to" 


the 


partner  in  charge  of  this  work? 


past 
to  some 


I  was  not  "in  charge"  of  the  Rose  Law  Firm's  work 
Madison  Guaranty  in  1985-86l  although  I  was  the  billing'  pjartner. 


Duringtne  early  part  or  Massey s  worK,  ne  Kept  me  generally 

advised  of  what  he  was  doing  and  may  have  sent  me  drafts  of  the 

documejifs  ha  was  preparing. 1  was  not , — however, — ao__expert  on 

uecurities  law.   I  believe  that  Massey  consulted  with  members  of 

cne  firm's  securities  department. 

(c)   Was  Mrs.  Clinton  the  partner  responsible  for  billing 
MADISON  GUARANTY?   If  not,  who  was? 

I  was  the  billing  partner  for  the  Madison  Guaranty 

representation  which  the  Rose  Law  Firm  undertook  in\the  spring  of 

:.9( 


(d)   Who  negotiated  the  retainer  arrangement  with  MADISON 
(feUARANTY  whereby,  starting  approximately  in  April  1985,  \t  paid 
Uhe  Rose  Law  Firm  $2,000  a  month?   See  document  RLF2  0306. 


uhr, 

<;u; 


h  Kiut^  UiUbJ  .   DKSCRiUt:  the  circumstances  in  which 
agreed  to  enter  into  that  arrangement . 


"MAD 


ISON 


Please  see  my  response  to  Part  (a),  supra .   I  don't  recall 
who  neaotiated  the  "retainer  arrancrement "  (this  was  in  fact 
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MINUTES  QF  MADISON  BANK  AMD  IKUST 
BOARD  MEETING 


The  regular  board  meeting  of  Madison  Bank  and  Trust  met  Tuesday, 
November  27,  1984  at  the  Madison  County  Telephone  office  at  6:00  PM. 
All  members  were  present,  and  Chairman  McDuugal  announced  a  quorum 
was  present  and  called  the  meeting  to  order. 

The  first  order  of  business  was  the  discussion  of  the  Auditor's 
Report  and  Management  Letter.  The  Payroll  Procedures  and  the  Incom- 
plete Loan  Accounts  were  diseased.  It  was  suggested  that  the 
accountant  instruct  bank  personnel  in  a  method  that  would  more 
accurately  reflect  withholding  at  each  pay  period. 

The  bond  was  diacusaed.  The  high  rate  was  of  concern  to  the 
members.  The  Board  instructed  President  Bunch  to  send  a  letter  to 
State  Bank  Commissioner  to  determine  another  possible  course  of 
action. 

The  FDIC  Report  of  Examination  of  August  24,  1964  was  discussed. 
This  report  was  discussed  at  board  meeting  in  September  in  Fayetteville 
Report  again  reviewed  and  discussed.  Letter  from  Mr.  Halvorson  was 
made  part  of  minutes  on  motion  by  Austin  Smith,  seconded  by  Julie 
Baldridge.  It  was  approved  unanimously. 

The  minutes  of  the  September  meeting  were  read,  reviewed, 
corrected,  and  approved  unanimously.  The  loan  portfolio  was  pro- 
duced by  Mr.  Bunch,  with  trouble  loans  high-lighted,  and  reviewed 
by  Board.  With  loan  reserve  ratio  in  mind,  it  was  believed  the 
reserve  was  adequate  baaed  on  this. 

The  Daily  Statement  was  read,  reviewed,  and  approved  unanimously. 
It  was  noted  that  earnings  were  $69,043  with  a  L/D  Ratio  of  511  and  the 
Capital  Ratio  of  7. 61.  Jibe  reduction  in  earnings  was  attribtued  to 
heavy  accounting  feea  for  the,  tfdij  ajj  a  payment  of  legal  fees  from 
1983  lawsuit.  President  Bunch  noted  it  waa  'Impossible  that  the  Bank? 
Capital  Account  could  be  evaluated  because  the  accrual  system  on 
CD's  was  not  daily.  Beginning  now,  we  will  move  to  find  a  method 
for  daily  accrual.  It  also  was  noted  that  a  $225,000  CD  was  accepted 
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INVESTIGATION  OF  WHITEWATER 

DEVELOPMENT  CORPORATION 

AND  RELATED  MATTERS 


FRIDAY,  MAY  17,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  9:40  a.m.,  in  room  216  of  the  Hart  Senate 
Office  Building,  Senator  Alfonse  M.  D'Amato  (Chairman  of  the 
Committee)  presiding. 

OPENING  COMMENTS  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  The  Committee  will  come  to  order. 

I  am  going  to  ask  our  three  witnesses  if  they  would  stand  for  the 
purposes  of  taking  the  oath. 

[Witnesses  sworn.] 

The  Chairman.  The  Committee  is  now  in  the  process  of  conclud- 
ing its  public  hearings,  and  today  we  will  hear  from  three  partners 
in  the  law  firm  of  Pillsbury  Madison  &  Sutro.  The  firm  prepared 
a  report  for  the  Resolution  Trust  Corporation  regarding  the  pos- 
sible bringing  of  civil  claims  against  persons  involved  in  the  failure 
of  Madison  Guaranty  Savings  &  Loan. 

In  February  1994,  the  RTC  hired  the  Pillsbury  law  firm.  I  think 
that  it  is  fair  to  say  that  when  the  White  House  learned  that  Mr. 
Stephens,  a  Pillsbury  partner  and  former  U.S.  Attorney,  would 
head  the  investigation,  there  was  a  storm  of  protest. 

Today,  the  Special  Committee  will  hear,  among  other  things, 
what  Mr.  Stephens'  role  was  as  it  relates  to  the  report.  We  will  also 
examine  the  extent  to  which  Pillsbuiys  work  was  monitored  and 
directed  by  officials  at  the  RTC. 

It  also  appears  that  there  were  a  number  of  witnesses  that  Pills- 
bury could  have  interviewed  but  did  not,  and  the  Committee  wants 
to  know  why  and  how  it  is  that  these  witnesses,  which  may  have 
had  relevant  knowledge,  were  not,  to  our  knowledge,  contacted  by 
Pillsbury.  These  people  include  the  bank  officials  involved  in  the 
loans  that  financed  the  Whitewater  arrangement,  the  Arkansas 
regulators  that  oversaw  the  Madison  Guaranty  and  Rose  Law  Firm 
attorneys  and  accountants  for  the  Clintons. 

Senator  Sarbanes,  do  you  have  a  statement? 

Senator  Sarbanes.  No. 
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The  Chairman.  If  any  of  the  witnesses  have  any  statements  that 
the  would  like  to  make  to  the  Committee,  we  would  be  very  pleased 
to  receive  them. 

[No  response.] 

Mr.  Giuffra. 

Mr.  Giuffra.  Thank  you,  Mr.  Chairman. 

Good  morning,  panel. 

Mr.  Stephens,  I  would  like  to  begin  with  you.  You  are  a  former 
U.S.  Attorney  for  the  District  of  Columbia,  correct? 

SWORN  TESTIMONY  OF  JAY  B.  STEPHENS 
PILLSBURY  MADISON  &  SUTRO 

Mr.  Stephens.  Correct. 

Mr.  Giuffra.  You  were  a  member  of  the  Watergate  Special  Pros- 
ecution Team? 

Mr.  Stephens.  Correct. 

Mr.  Giuffra.  You  were  a  former  Assistant  U.S.  Attorney  for  5 
years,  I  believe? 

Mr.  Stephens.  Approximately. 

Mr.  Giuffra.  You  were  a  Senior  Member  of  the  Justice  Depart- 
ment for  another  5  years? 

Mr.  Stephens.  Correct. 

Mr.  Giuffra.  And  you  are  now  a  partner  at  the  Pillsbury  Wash- 
ington office? 

Mr.  Stephens.  Correct. 

Mr.  Giuffra.  Now  in  February  1994,  the  Pillsbury  firm  was  re- 
tained by  the  Resolution  Trust  Corporation  to  investigate  whether 
the  RTC  could  bring  a  civil  cause  of  action  in  connection  with  the 
failure  of  Madison  Guaranty,  is  that  right? 

Mr.  Stephens.  That's  correct. 

Mr.  Giuffra.  Madison  Guaranty  was  the  S&L  which  was  run  by 
a  man  named  James  McDougal? 

Mr.  Stephens.  That's  correct. 

Mr.  Giuffra.  Mr.  Patterson,  you  are  the  head  of  the  litigation 
department  at  Pillsbury? 

SWORN  TESTIMONY  OF  CHARLES  E.  PATTERSON 
PHXSBURY  MADISON  &  SUTRO 

Mr.  Patterson.  Yes. 

Mr.  Giuffra.  And  you  are  based  in  Los  Angeles? 

Mr.  Patterson.  Yes. 

Mr.  Giuffra.  You  were  the  partner  in  charge  for  Pillsbury  of  this 
Madison/RTC  matter? 

Mr.  Patterson.  I  was. 

Mr.  Giuffra.  And  am  I  correct  that  the  cost  to  the  RTC  of  the 
investigation  your  firm  conducted,  including  fees  of  outside  consult- 
ants and  disbursements,  was  just  under  $4  million? 

Mr.  Patterson.  I  believe  that's  correct. 

Mr.  Giuffra.  Pillsbury  prepared  a  number  of  lengthy  reports  for 
the  RTC? 

Mr.  Patterson.  We  did.  It  was  one  report  broken  up  into  several 
sub-reports. 

Mr.  Giuffra.  Two  reports  dealt  with  the  Rose  Law  Firm? 

Mr.  Patterson.  Correct. 
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Mr.  GlUFFRA.  Another  two  reports  dealt  with  Whitewater  Devel- 
opment Corporation? 

Mr.  Patterson.  Yes. 

Mr.  GlUFFRA.  Mr.  Ericson,  you  are  a  partner  in  Pillsbury's  San 
Francisco  office? 

SWORN  TESTIMONY  OF  BRUCE  A.  ERICSON 
PILLSBURY  MADISON  &  SUTRO 

Mr.  Ericson.  That's  right. 

Mr.  GlUFFRA.  You  were  the  principal  author  of  both  of  the  Rose 
Law  Firm  Reports? 

Mr.  Ericson.  Yes. 

Mr.  GlUFFRA.  You  were  the  principal  author  of  both  of  the  White- 
water Reports? 

Mr.  Ericson.  Yes. 

Mr.  GlUFFRA.  Mr.  Stephens,  you  are  aware  of  substantial  public 
attention,  particularly  in  the  media,  linking  the  authorship  of  these 
reports  to  you? 

Mr.  Stephens.  Correct. 

Mr.  GlUFFRA.  Last  night  I  looked  on  the  computer  and  found  429 
stories  associating  the  reports  with  you.  Would  you  be  surprised  to 
learn  that? 

Mr.  Stephens.  I  haven't  looked.  I  don't  know. 

Mr.  Giuffra.  These  are  not  Jay  Stephens'  Reports,  am  I  right? 

Mr.  Stephens.  That's  correct;  I  did  not  write  these  reports. 

Mr.  GlUFFRA.  You  did  not  draft  the  reports? 

Mr.  Stephens.  I  did  not  draft  the  reports. 

Mr.  GlUFFRA.  You  were  not  the  managing  partner  on  this  project; 
is  that  correct? 

Mr.  Stephens.  That  is  correct;  Mr.  Patterson  was. 

Mr.  GlUFFRA.  You  were  not  the  billing  partner  on  this  project? 

Mr.  Stephens.  Mr.  Ericson  was  the  billing  partner. 

Mr.  GlUFFRA.  You  did  not  review  or  comment  upon  any  of  the 
Rose  Law  Firm  Reports  prepared  by  your  firm? 

Mr.  Stephens.  That  is  correct. 

Mr.  GlUFFRA.  And  you  cannot  agree  or  disagree  with  any  of  the 
conclusions  or  statements  contained  in  those  reports? 

Mr.  Stephens.  I  have  no  basis  to  agree  or  disagree  with  the  con- 
clusions of  those  reports. 

Mr.  Giuffra.  With  regard  to  the  final  Whitewater  Report,  which 
was  issued  in  December  1995,  you  did  not  review  that  report? 

Mr.  Stephens.  That's  correct;  I  did  not  review  that  report. 

Mr.  Giuffra.  And  you  are  not  in  a  position  to  agree  or  disagree 
with  any  of  the  statements  contained  therein? 

Mr.  Stephens.  That's  correct. 

Mr.  Giuffra.  Did  you  conduct  any  depositions  in  connection  with 
Pillsbury's  investigation  for  the  RTC  into  the  failure  of  Madison? 

Mr.  Stephens.  No,  I  did  not. 

Mr.  Giuffra.  Did  you  conduct  any  witness  interviews? 

Mr.  Stephens.  I  had  one  contact  with  a  potential  witness  related 
to  a  petition  we  were  filing  to  seek  access  to  Grand  Jury  material 
which  was  in  the  possession  of  the  FBI  and  the  then-Special  Coun- 
sel. I  contacted  that  witness  to  obtain  supporting  factual  predicate 
for  that  petition. 
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Mr.  Giuffra.  But  statements  such  as  "A  prominent  Republican, 
former  U.S.  Attorney,  Jay  Stephens  headed  the  inquiry,"  those  are 
incorrect? 

Mr.  Stephens.  That's  correct;  they  are  incorrect. 

Mr.  Giuffra.  Now  after 

Mr.  Stephens.  Mr.  Patterson  headed  the  inquiry. 

Mr.  Giuffra.  Excuse  me,  sir? 

Mr.  Stephens.  Mr.  Patterson  headed  the  inquiry. 

Mr.  Giuffra.  Now  after  public  statements  identified  you  as  the 
author  of  these  reports,  did  you  discuss  with  your  partners  the 
need  to  correct  the  record? 

Mr.  Stephens.  On  one  or  two  occasions,  I  believe  I  raised,  most 
likely  with  Mr.  Ericson,  some  concern  I  had  that  the  factual  record 
was  not  clear,  or  that  I  felt  it  was  inappropriate,  that  somehow  or 
other  either  I  was  getting  the  credit  or  the  blame  for  the  reports, 
since  I  hadn't  written  the  reports.  I  also  raised  the  matter  with  a 
couple  other  partners  in  our  firm,  including  a  member  of  our  execu- 
tive committee. 

Mr.  Giuffra.  What  were  you  told  in  response  to  your  request 
that  you  would  like  to  correct  the  record? 

Mr.  Stephens.  I  think  as  a  general  matter  the  sense  I  got  was 
that  the  client  did  not  want  us  to  get  involved  in  making  public 
statements  about  the  firm's  involvement. 

Mr.  Giuffra.  The  client  would  be  the  RTC? 

Mr.  Stephens.  Correct.  From  the  beginning,  our  firm's  position 
had  been  that  this  was  a  report  or  these  were  reports  of  the  firm, 
not  of  any  individual;  that  the  firm  had  been  retained,  not  any 
particular  individual;  and  that  likely  over  a  period  of  time,  press 
interest  would  dissipate  and  the  reports  would  stand  on  their  own. 

Mr.  Giuffra.  I  would  like  to  direct  your  attention  back  to  the  be- 
ginning of  the  retention  of  the  Pillsbury  firm  by  the  RTC.  That  was 
in  February  and  March  of  1994? 

Mr.  Stephens.  February  1994. 

Mr.  Giuffra.  Now  in  that  initial  period  in  February  1994,  who 
at  the  Pillsbury  firm  did  the  work  at  the  partner  level,  as  far  as 
you  could  tell? 

Mr.  Stephens.  The  most  immediate  contact  was  with  Mr.  Eric- 
son  and  myself  who  I  think  were  most  intimately  involved  during 
February  1994.  It  may  have  been  that  Mr.  Patterson  was  involved. 
I  believe  I  had  very  little,  if  any,  contact  with  Mr.  Patterson  during 
that  first  month. 

Mr.  Giuffra.  Would  you  have  been  the  Pillsbury  lawyer  who  at- 
tended the  initial  meeting  with  the  RTC  about  the  engagement? 

Mr.  Stephens.  When  we  obtained  notice  or  authority  that  we 
had  been  retained — that  initially  was  done  orally  I  believe — I  was 
advised  that  I  should  meet  with  I  believe  it  was  Mr.  Gabrellian 
from  the  RTC  to  begin  this  process.  That  would  have  been  the  sec- 
ond week  of  February,  probably  a  Tuesday;  I  think  it  was  the  8th. 

Mr.  Giuffra.  February  8th?  I  believe  that's  when  it  was. 

Mr,  Stephens.  There  initially  was  some  concern  because  the 
statute  of  limitations  with  respect  to  any  potential  claims  against 
Madison  was  due  to  expire  I  believe  on  the  29th  of  February  of  that 
same  year.  So  there  was  some  concern  about  an  urgency  to  apply 
resources,  evaluate  potential  claims,  and  begin  the  process. 
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I  was  on-site  in  Washington,  and  I  initiated  the  meeting,  or  we 
scheduled  the  meeting;  Mr.  Gabrellian  and  I  scheduled  a  meeting 
for  I  guess  it  was  the  8th  of  February. 

Mr.  GlUFFRA.  In  fact,  hadn't  Mr.  Gabrellian,  prior  to  this  initial 
meeting,  contacted  you  about  possibly  having  Pillsbury  get  involved 
in  this  engagement  for  the  RTC? 

Mr.  Stephens.  I  had  received  a  call  from  Mr.  Gabrellian.  I  don't 
remember  today  whether  it  was  a  live  telephone  call  or  whether  it 
was  an  extended  voice  mail  message,  but  Mr.  Gabrellian  had  called 
and  indicated  that  they  were  interested  in  retaining  the  Pillsbury 
firm.  He  was  seeking  certain  information  regarding  potential  staff- 
ing, potential  capacity  to  deal  with  the  investigation,  and  asked  for 
a  call  back. 

Either  subsequently  to  that  call,  or  shortly  before  that  call  from 
Mr.  Gabrellian,  I  had  also  received  a  call  from  Mr.  Ericson  essen- 
tially discussing  the  same  general  matter. 

Mr.  GlUFFRA.  Now  at  the  outset  of  this  engagement,  did  you 
understand  that  the  RTC  wanted  someone  with  your  prosecutorial 
experience  to  be  involved  in  this  engagement? 

Mr.  Stephens.  Well,  I  am  not  sure  what  the  RTC  wanted.  The 
sense  I  had,  and  I  think  the  sense  perhaps  Mr.  Patterson  and  Mr. 
Ericson  had — but  they  can  speak  for  themselves  and  the  RTC  can 
speak  for  itself — was  this  was  an  investigative  issue;  there  were  is- 
sues relating  to  a  potential  liaison  and  coordination  with  on-going 
criminal  investigations  with  respect  to  Madison;  and  it  would  be 
helpful  to  have  someone  who  had  a  substantial  amount  of  investi- 
gative experience,  and  particularly  someone  who  had  a  substantial 
amount  of  criminal  investigative  experience,  to  be  part  of  the  team 
in  this  investigation. 

Mr.  GlUFFRA.  There  was  also  an  interest  in  having  someone  who 
was  located  in  Washington,  DC  involved  in  the  matter? 

Mr.  Stephens.  That  is  correct.  I  think  one  of  the  interests  the 
RTC  had  in  retaining  our  firm  was  not  only  our  prior  work  for  the 
RTC  but  also  the  fact  that  we  had  a  Washington  office.  The  agency 
obviously  was  located  here;  a  substantial  amount  of  the  documents 
were  located  here;  and  it  seemed  apparent  that  there  would  be  a 
lot  of  back  and  forth  with  respect  to  a  Washington  base  for  the  con- 
duct of  this  investigation. 

Mr.  Giuffra.  During  February,  did  you  attend  meetings  with  the 
personnel  at  the  RTC  on  a  regular  basis? 

Mr.  Stephens.  Yes. 

Mr.  Giuffra.  Are  you  aware  of  any  meetings  that  were  held  be- 
tween the  RTC  and  Pillsbury  during  February  and  March  of  1994, 
at  which  you  were  not  an  attendee? 

Mr.  Stephens.  During  February  and? 

Mr.  Giuffra.  February  and  March  1994? 

Mr.  Stephens.  I  am  not  aware  of  any  specific  meetings.  I  would 
have  attended  most  of  those  meetings.  There  may  have  been  occa- 
sions when  Mr.  Ericson  was  back,  where  he  would  have  met  with 
Mr.  Gabrellian  on  a  particular  problem,  or  perhaps  Mr.  Arbit  or 
Mr.  Igo  or  some  other  staff  member  from  the  RTC.  But  as  a  gen- 
eral rule,  I  was  having  some  regular  contact  with  the  legal  staff  of 
the  RTC,  along  with  Mr.  Ericson. 
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Mr.  Giuffra.  I  would  like  to  put  up  on  the  Elmo,  a  case  plan  and 
budget  that  was  prepared  by  Pillsbury.  If  we  could  just  turn  to  the 
second  page  of  that  document,  which  is  a  memorandum? 

Mr.  Stephens.  Do  we  have  those  documents? 

Mr.  Giuffra.  You  should  have  those  in  your  packet.  The  memo 
is  dated  February  16,  1994.  If  you  could  just  turn  to  the  second 
page.  What  was  the  purpose  of  this  case  plan  and  budget,  as  far 
as  you  know,  Mr.  Stephens? 

Mr.  Stephens.  The  RTC  required  a  case  plan  and  budget  before 
undertaking  a  retention  of  outside  counsel.  This  was  a  general  pre- 
liminary overview  of  how  this  matter  might  be  staffed  and  the 
general  scope  of  the  engagement  as  we  understood  it  from  a  very 
preliminary  point  of  view. 

Mr.  Giuffra.  This  memorandum  was  from  Mr.  Patterson,  your- 
self, and  Mr.  Ericson? 

Mr.  Stephens.  That's  correct. 

Mr.  Giuffra.  Was  it  your  understanding,  at  the  outset  of  the  en- 
gagement, that  you,  Mr.  Patterson,  and  Mr.  Ericson  would  be  the 
three  partners  at  the  Pillsbury  firm  who  would  handle  this  matter 
for  the  RTC? 

Mr.  Stephens.  It  was  my  understanding  we  would  be  three  of 
the  partners  who  would  be  involved  in  the  matter.  I  think  if  you 
look  at  the  case  plan,  there's  one  or  two  other  partners  I  believe 
whose  names  are  mentioned.  I  think  the  sense  was  there  would  be 
three  partners  who  were  relatively  involved  in  the 

Mr.  Giuffra.  Principally  involved. 

Mr.  Stephens.  Principally  involved,  but  we  would  need  other  re- 
sources perhaps  to  staff  various  parts  of  the  investigation. 

Mr.  Giuffra.  Now  if  I  could  just  turn  your  attention  to  page  5 
of  the  case  plan,  and  it  indicates,  for  example,  that  you  would  be 
on  the  PM&S  team  responsible  for  looking  at  the  effect  of  bank- 
ruptcy discharges. 

Mr.  Stephens.  That's  what  it  says. 

Mr.  Giuffra.  Also  liaison  with  other  investigations? 

Mr.  Stephens.  Correct. 

Mr.  Giuffra.  You  would  also  be  involved — and  I  think  this  is  an 
important  area — in  depositions  with  regard  to  personnel  who  might 
be  targets  of  your  investigation. 

Mr.  Stephens.  Yes,  that's  what  it  indicates. 

Mr.  Giuffra.  Would  that  be  consistent  with  your  background  as 
a  former  prosecutor? 

Mr.  Stephens.  Yes. 

Mr.  Giuffra.  The  RTC  wanted  the  fact  that  Pillsbury  had  been 
engaged  to  remain  confidential,  right? 

Mr.  Stephens.  Yes. 

Mr.  Giuffra.  The  firm  did  not  put  out  a  press  release? 

Mr.  Stephens.  That's  correct. 

Mr.  Giuffra.  I  would  like  to  direct  your  attention  to  the  third 
week  of  March  1994.  Do  you  recall  press  accounts,  sir,  concerning 
the  retention  of  Pillsbury,  and  in  particular  you,  with  regard  to  this 
matter  for  the  RTC? 

Mr.  Stephens.  Yes. 

Mr.  Giuffra.  Am  I  correct  that,  among  other  things,  those  press 
accounts  discuss  the  fact  that  on  February  25th,  George  Stephan- 
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opoulos,  who  was  a  senior  White  House  official  at  that  time,  had 
a  conversation  with  someone  by  the  name  of  Josh  Steiner  who  was 
the  Chief  of  Staff  of  the  Treasury  Department  about  the  fact  that 
Mr.  Stephanopoulos  was  angry  that  the  RTC  had  hired  you  to  con- 
duct this  Madison  investigation? 

Mr.  Stephens.  I  believe  that's  correct. 

Mr.  GlUFFRA.  If  we  could  put  up  a  document  which  is  familiar 
to  Members  of  the  Committee  from  the  1994  summer  hearings,  this 
is  the  diary  of  Mr.  Steiner,  the  Chairmen  referred  to  at  the  outset 
of  this  engagement,  and  I  would  like  to  turn  everyone's  attention 
to  the  second  page  of  the  diary  entry  that  we  have  before  us.  I'll 
just  read  the  passage  which  is  marked  in  yellow: 

Harold  and  George  then  called  to  say  that  BC  was  furious. 

Harold  presumably  being  Harold  Ickes  and  George  being  George 
Stephanopoulos. 

They  also  asked  how  Jay  Stephens,  the  former  USA,  had  been  hired  to  be  outside 
counsel  on  this  case.  Simply  outrageous  that  RTC  had  hired  him,  but  even  more 
amazing  when  George  then  suggested  to  me  that  we  needed  to  find  a  way  to  get 
rid  of  him.  Persuaded  George  that  firing  him  [presumably  Mr.  Stephens]  would  be 
incredibly  stupid  and  improper. 

Do  you  recall  seeing  that  diary  entry  at  the  time  that  it  was  pub- 
licized in  the  news  accounts? 

Mr.  Stephens.  I  may  have.  I  don't  know  if  I  have  seen  it  in  full 
text.  I  have  seen  references  to  it. 

Mr.  GlUFFRA.  Now  the  news  accounts  were  approximately  in  the 
third  week  of  March? 

Mr.  Stephens.  I  believe  so. 

Mr.  GlUFFRA.  They  were,  I  think  you  testified  at  your  deposition, 
the  press  had  staked  out  your  house  on  a  weekend? 

Mr.  Stephens.  Correct. 

Mr.  GlUFFRA.  So  there  was  a  lot  of  publicity  surrounding  the  fact 
that  you  had  been  retained.  Prior  to  these  press  accounts,  you  were 
meeting  with  the  client  on  a  regular  basis,  right? 

Mr.  Stephens.  I  think  that's  fair  to  say.  With  regard  to  the  work 
we  were  doing,  Mr.  Ericson  and  I,  when  Mr.  Ericson  was  back  in 
Washington,  would  meet  with  them.  We  would  probably  meet  or 
talk  on  a  regular  basis  because  there  was,  as  I  indicated  earlier, 
some  urgency,  particularly  during  February,  because  of  the  statute 
problem.  There  was  a  lot  of  contact  to  try  and  get  up  to  speed  and 
identify  areas  where  we  needed  to  focus  our  investigation  and  iden- 
tify what  documents  we  needed  to  collect  in  order  to  pursue  that 
investigation.  I  think  that  followed  through  at  least  into  the  early 
part  of  March. 

Mr.  GlUFFRA.  You  were  also  receiving  internal  memoranda  that 
were  being  prepared  by  your  firm  with  regard  to  the  engagement? 

Mr.  Stephens.  Yes,  I  was  copied  on  most  of  those  memorandum. 

Mr.  GlUFFRA.  And  correspondence  with  the  client? 

Mr.  Stephens.  I  believe  I  was  copied  on  that,  yes.  To  the  extent 
there  was  some — for  example,  the  memo  you  cited  earlier. 

Mr.  GlUFFRA.  After  those  press  accounts  in  the  third  week  of 
March  1994,  am  I  correct  that  your  role  in  this  matter  deteriorated 
sharply? 

Mr.  Stephens.  I  think  if  looking  at- 


Mr.  Giuffra.  Diminished.  Excuse  me. 
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Mr.  Stephens.  Looking  at  the  overall  relationship  to  the  engage- 
ment, probably  half  or  more  than  half  of  my  work  on  this  engage- 
ment was  done  in  February  and  March  of  1994.  Subsequent  to 
that,  it  diminished  substantially,  and  probably  by  the  summer  of 
1994,  I  was  virtually  disengaged  from  the  matter. 

Mr.  GlUFFRA.  You  were  no  longer  routinely  sent  drafts  of  the  doc- 
uments? 

Mr.  Stephens.  I  can't  be  sure  about  that.  I  don't  know  how  many 
drafts  were  prepared  and  what  I  may  or  may  not  have  received. 
Early  on  I  would  have  received  drafts.  We  had  a  number  of  meet- 
ings but  my  sense  is  that  subsequent  perhaps  to  the  summer  of 
1994,  I  probably  did  not  get  copied  on  a  lot  of  the  analyses  that 
were  being  done. 

Mr.  GlUFFRA.  If  we  could  put  up  on  the  Elmo  a  document  that 
the  Committee  has  prepared  from  billing  records  that  we  obtained 
from  the  RTC.  This  document  reflects  the  hourly  billings.  On  the 
left  hand,  it  says  hours,  and  on  a  monthly  basis,  it  goes  across. 

Mr.  Stephens,  this  is  a  document  prepared  by  the  Committee 
from  documents  we  obtained  from  the  RTC.  Mr.  Stephens,  you  are 
denoted  in  this  chart  in  red.  Am  I  correct  that  during  1995,  you 
billed  no  time  on  this  matter? 

Mr.  Stephens.  1995? 

Mr.  Giuffra.  Yes. 

Mr.  Stephens.  I  believe  I  may  have  billed  3  hours. 

Mr.  GlUFFRA.  In  January? 

Mr.  Stephens.  In  January  1995,  maybe  it  was  3V2,  something 
like  that.  It  would  have  been  the  first  couple  days  of  January. 

Mr.  GlUFFRA.  From  then  until  the  Rose  Report  was  issued  in  late 
February  1996,  you  billed  no  time  on  this  matter? 

Mr.  Stephens.  That's  correct. 

Mr.  GlUFFRA.  Your  time,  as  we  can  see  from  the  red  chart  while 
you  were  billing,  approximately  70  hours  in  February  and  over  50 
hours  in  March,  it  declines  then  going  forward.  Do  you  see  that? 

Mr.  Stephens.  I  do. 

Mr.  GlUFFRA.  And  that's  consistent  with  your  recollection  of  the 
amount  of  work  that  you  did? 

Mr.  Stephens.  Yes.  After  February  and  March,  I  had  two  or 
three  discrete  areas  that  I  was  asked  to  participate  in;  but  particu- 
larly after  the  summer,  as  you  can  see,  that  participation  became 
very  minimal. 

Mr.  GlUFFRA.  The  work,  according  to  this  chart,  was  being  done 
primarily  by  Mr.  Ericson  and  Mr.  Patterson  for  the  remainder  of 
the  engagement? 

Mr.  Stephens.  There  were  a  lot  of  other  individuals  involved  as 
well  from  the  Pillsbury  firm.  I  think  Mr.  Ericson  was  carrying  a 
lot  of  the  daily  load,  and  Mr.  Patterson  was  carrying  a  lot  of  the 
daily  load,  but  there  were  a  number  of  other  attorneys  from  the 
firm  that  worked  on  this  as  well. 

Mr.  GlUFFRA.  Did  there  come  a  time  in  November  1994,  when 
you  received  a  draft  of  the  preliminary  report  to  the  RTC  which 
was  entitled,  "Madison  Guaranty  Savings  &  Loan  Association  and  \ 
Whitewater  Development  Company"? 


3203 

Mr.  Stephens.  I  received  a  copy  of  a  preliminary  report  in  the 
Whitewater  matter.  I  presume  it's  the  same  one  you're  referencing. 
I  don't  know  for  sure. 

Mr.  GlUFFRA.  This  report  concerned  primarily  Whitewater  and 
its  relationship  to  Madison  Guaranty? 

Mr.  Stephens.  If  I  remember  correctly,  that's  right. 

Mr.  GlUFFRA.  You  spent  approximately  10  to  12  hours  reviewing 
this  report? 

Mr.  Stephens.  Yes.  If  I  remember  it  correctly,  Mr.  Ericson,  who 
had  drafted  the  report,  sent  me  a  copy  and  asked  me  to  take  a  look 
at  this;  let  me  know  if  you  have  any  thoughts;  what  do  you  think. 

I  was  not  formally  copied  on  it,  if  I  remember  correctly,  but  he 
sent  me  a  copy  to  ask  for  my  thoughts.  I  read  through  the  report, 
which  took  approximately,  I  guess,  10  hours  or  thereabouts,  and 
then  provided  some  comments  to  Mr.  Ericson. 

Mr.  GlUFFRA.  The  time  entries  the  Committee  has  received  indi- 
cate that  on  November  7th  and  November  9th,  you  and  Mr.  Ericson 
had  two  meetings.  Mr.  Ericson's  November  9th  time  entry  reads: 
"Conference  Stephens  on  presentation  to  Kulka  [the  General  Coun- 
sel of  the  RTC],  ways  to  improve  interim  report.  ..."  Does  that 
sound  consistent  with  what  the  meetings  were  about  that  you  had 
with  Mr.  Ericson? 

Mr.  Stephens.  That  does,  but  I  don't  have  a  specific  recollection. 
My  memory  was  Mr.  Ericson  was  going  to  make  a  presentation;  or 
he  had  come  back  to  Washington  to  make  a  presentation  to  Ms. 
Kulka,  and  he  either  stopped  in  and  we  chatted  for  a  little  while 
about  what  he  was  going  to  do  or  how  he  was  going  to  do  it;  or 
it  may  be  that  either  at  that  time,  or  when  he  came  back  from  that 
meeting,  we  talked  a  little  bit  about  the  preliminary  report. 

Mr.  GlUFFRA.  Your  meeting  with  Mr.  Ericson  was  approximately 
an  hour? 

Mr.  Stephens.  I  would  estimate  approximately  an  hour. 

Mr.  GlUFFRA.  Did  you  give  Mr.  Ericson  some  comments  on  the 
draft  that  you  had  received  of  the  Whitewater  Report? 

Mr.  Stephens.  I  think  I  provided  him  some  general  views.  As  I 
indicated,  he  provided  it  to  me  to  give  him  some  thoughts,  and  I 
provided  some  general  thoughts  to  him. 

Mr.  GlUFFRA.  What  general  comments  on  the  draft  Whitewater 
Report  did  you  provide  to  Mr.  Ericson? 

Mr.  Stephens.  I  remember  one  went  to  style.  Mr.  Ericson's  very 
dry  sense  of  humor  was  reflected  in  the  report.  I  suggested  that 
while  it  was  interesting,  perhaps  from  an  official  report  point  of 
view,  he  might  want  to  tone  the  humor  down. 

Mr.  GlUFFRA.  Did  you  give  Mr.  Ericson  some  more  substantive 
comments? 

Mr.  Stephens.  I  think  I  indicated  two  or  three  other  general 
areas  that  I  might  have  suggested  that  the  report  didn't  necessarily 
address. 

One  I  think  was  a  general  area.  The  report  didn't  necessarily  re- 
flect the  totality  of  the  issues  that  were  related  to  Madison  because 
it  was  looking  at  Whitewater  in  isolation,  rather  than  looking  at 
the  mosaic  of  real  estate  transactions  that  Madison  was  involved 
in  and  how  Whitewater  might  tie  into  or  relate  to  that.  That  was 
a  general  issue.  I  think  Mr.  Ericson  recognized  this  was  a  report 
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on  Whitewater,  but  my  general  comment  or  concern  was  that  it  not 
be  taken  out  of  context — this  was  only  a  piece  or  part  of  a  mosaic, 
and  perhaps  it  would  be  helpful  to  put  it  into  that  context. 

Mr.  Giuffra.  Did  you  have  a  sense,  from  looking  at  the  investi- 
gation early  on,  that  Pillsbury  should  look  at  the  pattern  of  activity 
surrounding  and  emanating  out  of  Whitewater,  out  of  Madison,  and 
various  McDougal  entities? 

Mr.  Stephens.  I  think  that  was  an  area  that  we  considered  in 
examining  how  we  should  go  about  conducting  this  investigation. 
What  was  the  most  efficient  way  to  do  it;  and  then,  obviously,  what 
was  the  best  way  to  do  it  in  terms  of  developing  legal  theories. 

From  the  inception,  it  appeared  there  were  a  number  of  real  es- 
tate transactions  that  Madison  was  tied  into,  or  Mr.  McDougal  in 
particular.  Madison  had  financed  a  number  of  real  estate  transac- 
tions or  helped  develop  a  number  of  real  estate  transactions 
through  subsidiaries  or  related  companies. 

So  the  question  was,  do  you  look  at  each  one  of  these  transac- 
tions separately  and  individually  as  a  potential  claim  where  there 
may  be  negligence — of  course  the  standard  was  much  higher  now 
with  the  extender  statute,  intentional  conduct  or  fraud — or  do  you 
try  to  collect  all  of  them,  analyze  all  of  them  as  part  of  a  pattern 
of  activity,  and  determine  whether  or  not  you  could  establish  a  pat- 
tern of  fraud  by  using  the  bank  essentially  as  a  source  of  capital 
or  as  a  mechanism  to  develop  investments  in  a  variety  of  real  es- 
tate transactions. 

Mr.  Giuffra.  So  if  you  looked  at  one  transaction  in  isolation,  you 
might  not  find  a  claim,  but  if  you  looked  at  it  as  part  of  a  mosaic, 
you  might  have  a  claim  that  the  RTC  could  pursue  against  persons 
associated  with  some  of  these  transactions? 

Mr.  Stephens.  Either  that,  or  the  claim  in  any  particular  trans- 
action may  not  rise  to  the  magnitude  that  you  would  want  to  file 
a  claim  on  that  one  standing  alone;  but  as  part  of  a  pattern,  you 
may  say,  well,  this  does  rise  to  the  magnitude  to  justify  filing  a 
claim.  If,  in  fact,  the  facts  bore  that  out.  Obviously,  that  was  what 
part  of  the  investigation  was  to  determine. 

Mr.  Giuffra.  Did  you  talk  to  Mr.  Ericson  about  the  discussion 
of  the  Whitewater  transaction  contained  in  the  draft  report? 

Mr.  Stephens.  I  believe  I  made  some  general  comment  that,  in 
reading  through  the  report,  it  either  did  not  highlight  or  did  not 
focus  on  the  potential  liability  that  might  arise  from  a  difference 
of  equity  participation  by  the  partners  in  the  Whitewater  venture. 
That  is,  at  the  outset,  the  partners  may  have  contributed  an  equal 
sum  of  money,  but  then  over  time  and  the  development  of  the 
Whitewater  venture,  one  of  the  partners  continued  to  add  capital; 
the  other  partners  didn't. 

Mr.  Giuffra.  That  would  be  that  Mr.  McDougal  continued  to  add 
capital  while  the  Clintons  did  not?  Was  that  your  recollection? 

Mr.  Stephens.  That  is  correct.  And  in  doing  that,  the  partners 
still  appeared  to  maintain  the  same  general  equitable  interest,  or 
legal  interest,  in  the  partnership;  as  a  consequence,  one  partner 
was  benefiting  substantially  by  the  financial  contributions  of  the 
other;  this  may  have  really  raised  a  question  about  liability. 
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Mr.  GlUFFRA.  That  did  not  appear  to  you  to  be  a  normal  trans- 
action where  one  partner,  in  a  fifty-fifty  partnership,  put  in  sub- 
stantially more  than  the  other  partner? 

Mr.  Stephens.  Well,  normal  is  a  relative  term.  It  probably  at 
least  raised  enough  questions  to  suggest  that  it  would  merit  some 
scrutiny. 

Mr.  GlUFFRA.  Did  you  mention  to  Mr.  Ericson  that  you  thought 
the  report  was  too  narrowly  focused  on  an  accounting  analysis  of 
documents  and  did  not  rely  sufficiently  on  witness  interviews? 

Mr.  Stephens.  My  memory  was,  or  is,  that  I  made  some  refer- 
ence to  the  fact  that  I  thought  the  report  was  essentially  an  ac- 
counting analysis;  that  it  didn't  reflect  what  witnesses  would  say 
about  these  transactions;  and  that  obviously  witnesses  might  have 
some  added  perspective  or  input  in  terms  of  trying  to  understand 
those  transactions.  I  think  at  that  time,  if  I  remember  correctly, 
the  witnesses  had  not  yet  been  interviewed,  or  potential  witnesses 
had  not  yet  been  interviewed. 

Mr.  GlUFFRA.  From  your  work  on  this  matter  in  February  and 
March  of  1994,  did  you  have  a  sense  that  the  RTC  was  closely  mon- 
itoring the  work  of  the  Pillsbury  firm? 

Mr.  Stephens.  I  can  only  really  speak  to  my  own  activity.  I 
would  say  they  were  relatively  hands-on  as  a  client. 

Mr.  GlUFFRA.  For  example,  did  they  indicate  to  you,  don't  make 
a  phone  call  until  you  check  with  them? 

Mr.  Stephens.  There  were  a  number  of  times,  for  example — I'm 
just  thinking  of  the  6(e)  petition  for  access  to  Grand  Jury  mate- 
rial— where  we  would  sketch  out  a  course  of  conduct,  and  then  the 
pattern  would  be:  Should  I  go  ahead  and  call  now;  don't  call  them 
yet;  we'll  give  you  a  call  and  let  you  know  if  you  should  call;  it  is 
OK  to  call;  so  I  would  call;  let  us  know  what  he  says;  and  I  would 
call  back  and  tell  them  what  was  said;  OK,  now  proceed  to  the  next 
step.  So  it  was,  I  would  say  from  my  general  experience 

Mr.  Giuffra.  It  was  closely  controlled. 

Mr.  Stephens.  — it  was  pretty  hands-on. 

Mr.  GlUFFRA.  Did  you  have  an  understanding  at  the  outset  of  the 
engagement  that  Pillsbury  would  be  the  outside  counsel  to  the 
RTC? 

Mr.  Stephens.  Yes.  That  was  my  understanding.  The  RTC  tradi- 
tionally hired  outside  counsel  to  conduct  investigations  of  failed 
savings  and  loans. 

Mr.  Giuffra.  And  the  RTC  wanted  the  Pillsbury  firm  to  provide 
guidance  to  the  agency,  correct? 

Mr.  Stephens.  Well,  I  think  they  also  needed  resources,  legal  re- 
sources, obviously  to  conduct  that  investigation.  While  they  had 
their  own  legal  staff,  they  needed  additional  resources  to  do  this, 
in  part  because  of  the  timeframe  that  was  involved  because  of  the 
potential  statute  of  limitations  problem,  and  in  part  because  of  the 
magnitude  of  the  investigation.  They  needed  outside  counsel  essen- 
tially to  handle  that  matter  for  them.  But  they  obviously  were  the 
client  and  it  was  their  responsibility. 

Mr.  Giuffra.  They  would  make  the  final  decision  about  whether 
to  bring  a  suit  or  not? 

Mr.  Stephens.  They  had  the  responsibility  and  the  authority  to 
do  that.  Outside  counsel  does  not  have  that  authority. 
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Mr.  Giuffra.  Pillsbury,  at  least  as  you  understood  at  the  outset, 
was  not  being  retained  as  an  independent  counsel  to  the  RTC? 

Mr.  Stephens.  That  may  be  a  matter  of  semantics.  My  sense  was 
we  were  outside  counsel.  We  obviously  weren't  independent  counsel 
in  the  sense  that  we  were  a  public  agency,  an  independent  counsel 
or  a  special  counsel  or  a  special  public  body.  We  were  operating  in 
a  private  sector  context.  We  were  retained  by  an  agency  to  assist 
them  in  their  investigation.  They  had  the  authority  and  respon- 
sibility to  make  those  decisions. 

The  Chairman.  I  am  going  to  ask,  Mr.  Stephens,  with  the  indul- 
gence of  Senator  Sarbanes,  that  Mr.  Giuffra,  because  the  little  red 
light  is  on,  be  permitted  to  ask  you  one  more  question,  so  that  we 
can  keep  some  continuity,  and  then  come  over  to  the  Minority  side. 

Go  ahead. 

Mr.  Giuffra.  At  the  outset  of  the  engagement,  did  you  have  the 
sense,  sir,  that  RTC  officials  were  feeling  a  substantial  amount  of 
political  pressure  with  regard  to  how  they  were  conducting  their 
activities  regarding  Whitewater  and  Madison? 

Mr.  Stephens.  I  think  the  RTC  was  feeling  some  pressure.  They 
had  looked  at  a  number  of  these  transactions  before.  They  had,  I 
think,  in  many  cases  concluded  they  didn't  necessarily  merit  civil 
action.  Because  of  the  press  attention,  the  Congressional  attention, 
and  the  Congressional  scrutiny,  I  think  they  recognized  that  these 
transactions  needed  to  be  re-evaluated  in  a  more  comprehensive 
way.  So  they  were  generally  feeling  some  pressure  to  undertake  a 
subsequent  examination  of  these  transactions. 

The  Chairman.  Thank  you. 

Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Mr.  Patterson  and  Mr.  Ericson,  I  think  anyone 
present  here  would  note  that  very  few  questions  have  been  directed 
to  you.  You  were  the  lawyers  in  charge  of  this  representation  for 
the  RTC.  Is  that  correct,  Mr.  Patterson? 

Mr.  Patterson.  Yes,  sir. 

Mr.  Ben-Veniste.  Mr.  Patterson,  would  you  start  by  explaining 
the  nature  of  your  practice  and  the  size  and  the  scope  of  Pillsbury 
Madison  &  Sutro's  law  practice? 

Mr.  Patterson.  At  the  time  of  this  engagement,  in  the  beginning 
of  1994,  I  believe  the  firm  was  approximately  600  to  650  lawyers. 
We  were  what  was  called  a  full-service  law  firm.  Approximately 
half  of  those  lawyers  were  engaged  in  litigation  or  trial  work.  My 
personal  experience  had  been  in  1994,  as  a  trial  lawyer,  since  my 
graduation  in  1966  from  law  school. 

Mr.  Ben-Veniste.  So  you  had  been  in  practice  for  more  than  25 
years  at  the  time  of  this  retention  of  Pillsbury  Madison  &  Sutro? 

Mr.  Patterson.  Yes,  I  had. 

Mr.  Ben-Veniste.  Was  it  your  understanding  that  the  RTC  was 
looking  for  a  large,  full-service  firm  which  could  devote  its  energies 
and  resources  to  providing  a  comprehensive  and  reliable  investiga- 
tion of  the  issues  and  make  recommendations  to  the  RTC? 

Mr.  Patterson.  That's  one  of  the  things  that  they  wanted,  yes. 

Mr.  Ben-Veniste.  Did  you  have  personal  experience  in  banking 
litigation  in  representing  the  RTC  or  its  predecessor  the  FDIC? 
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Mr.  Patterson.  Personally  I  had  been  involved,  together  with 
Bruce,  in  a  case  entitled  RTC  v.  Dean,  which  was  a  case  that  in- 
volved the  Governor  of  Arizona  in  a  failed  thrift.  Bruce,  before  that, 
had  been  involved  in  Lincoln  Savings.  I  had  been  involved  in  other 
banking  matters. 

Mr.  Ben-Veniste.  The  Dean  and  Lincoln  Savings  cases  were  two 
very  substantial  and  well  known  cases  brought  regarding  bank 
fraud.  Is  that  fair  to  say? 

Mr.  Patterson.  Yes,  it  is. 

Mr.  Ben-Veniste.  Both  of  those  cases  required  very  substantial 
allocation  of  resources? 

Mr.  Patterson.  That's  correct. 

Mr.  Ben-Veniste.  And  both  of  those  cases  involved  certain  politi- 
cal elements,  it's  fair  to  say,  is  it  not? 

Mr.  Patterson.  They  were  considered  by  the  RTC  to  be  sensitive 
matters  in  which  they  wanted  discretion  on  the  part  of  the  attor- 
neys that  they  hired. 

Mr.  Ben-Veniste.  Indeed,  is  it  not  fair  to  say,  that  your  success- 
ful representation  of  the  RTC  and  the  FDIC  in  connection  with 
those  matters  was  clearly  the  motivating  factor  in  the  selection  of 
your  firm  for  this  assignment? 

Mr.  Patterson.  That  is  correct. 

Mr.  Ben-Veniste.  Mr.  Ericson,  would  you  agree  with  that? 

Mr.  Ericson.  Yes. 

Mr.  Ben-Veniste.  Mr.  Stephens,  do  you  disagree  with  that? 

Mr.  Stephens.  Both  of  them  are  very  experienced  and  talented, 
and  had  worked  previously  for  the  RTC. 

Mr.  Ben-Veniste.  Mr.  Ericson,  you  had  very  substantial  prior 
hands-on  experience  in  litigating  matters  for  both  the  RTC  and  the 
FDIC,  is  that  correct? 

Mr.  Ericson.  Yes,  with  one  correction.  I  hadn't  done  work  for  the 
FDIC.  I  have  done  work  for  the  FSLIC,  the  Bank  Board,  and  the 
OTS  dating  back  to  around  1986. 

Mr.  Ben-Veniste.  These  are  all  acronyms  relating  to  banking- 
related  litigation? 

Mr.  Ericson.  Yes. 

Mr.  Ben-Veniste.  So,  Mr.  Stephens,  you  had  never  tried  a  bank 
fraud  case  in  connection  with  either  representation  of  the  FDIC, 
the  RTC,  the  OTS,  the  FSLIC,  the  FHLBB,  or  any  of  these  other 
agencies  relating  to  the  Federal  Government.  Is  that  right? 

Mr.  Stephens.  A  civil  bank  fraud  case? 

Mr.  Ben-Veniste.  Pardon  me? 

Mr.  Stephens.  Civil,  criminal,  both? 

Mr.  Ben-Veniste.  Right. 

Mr.  Stephens.  I  had  not  tried  personally  a  bank  fraud  case.  I 
had  done  a  number  of  bank  fraud,  or  participated  in  or  supervised, 
a  number  of  bank  fraud  investigations. 

Mr.  Ben-Veniste.  The  fraud  matters  that  you  had  handled  as  an 
Assistant  U.S.  Attorney  were  they  in  the  neighborhood  of  $40,000, 
$60,000,  $80,000  frauds? 

Mr.  Stephens.  The  fraud  cases  I  was  involved  in  as  an  Assistant 
were  not  significant;  as  U.S.  Attorney  and  at  the  Department  of 
Justice,  there  were  a  number  of  substantial  bank  fraud  investiga- 
tions, including  the  BCCI  case. 
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Mr.  Ben-Veniste.  Did  you  try  that  case? 

Mr.  Stephens.  I  did  not  try  the  case.  The  case  did  not  go  to  trial. 

Mr.  Ben-Veniste.  The  only  manner  in  which  you  represented  the 
RTC,  prior  to  the  assignment  in  this  case,  you  did  not  try  the  case, 
is  that  correct? 

Mr.  Stephens.  That's  correct. 

Mr.  Ben-Veniste.  In  that  case  you  lost  a  summary  judgment  mo- 
tion which  meant  the  case  was  over? 

Mr.  Stephens.  That  was  a  case  that  Mr.  Ericson  and  I  were  both 
involved  in.  He  was  the  billing  partner  in  that  case  as  well. 

Mr.  Ben-Veniste.  And  so  that  was  your  only  prior  experience  in 
private  practice? 

Mr.  Stephens.  In  the  bank  fraud  area,  correct.  I  had  additional 
experience  in  private  practice. 

Mr.  Ben-Veniste.  Now,  you  had  just  recently  joined  the  firm  of 
Pillsbury  Madison  &  Sutro  prior  to  this  representation  that  the 
firm  obtained  from  the  RTC,  isn't  that  so? 

Mr.  Stephens.  That's  correct. 

Mr.  Ben-Veniste.  When  did  you  joined  the  firm,  in  November  or 
December? 

Mr.  Stephens.  December. 

Mr.  Ben-Veniste.  In  December,  and  the  case  came  in  February. 

Mr.  Patterson,  in  connection  with  the  staffing  decisions  were  you 
responsible  for  those  decisions  along  with  Mr.  Ericson? 

Mr.  Patterson.  Yes,  I  was. 

Mr.  Ben-Veniste.  Let  me  ask  the  bottom  line  question  because 
there's  been  some  dancing  around  this.  The  notion  put  forth  here 
by  the  import  of  the  questions  is  that  in  some  way,  your  conclu- 
sions were  the  result  of  some  untoward  pressure  from  some  outside 
force,  be  it  the  RTC,  or  anyone  else.  Can  you  categorically  answer 
that,  as  we  get  started  here  in  reviewing  what  your  conclusions 
were  and  the  basis  for  them? 

Mr.  Patterson.  Yes.  Our  conclusions,  as  reached  in  our  reports, 
were  not  influenced  in  any  untoward  way  by  any  outside  source. 

Mr.  Ben-Veniste.  Did  anyone  tell  you  what  your  conclusions  had 
to  be? 

Mr.  Patterson.  No,  sir. 

Mr.  Ben-Veniste.  Did  anyone  review  your  preliminary  conclu- 
sions and  say  that  they  need  to  be  altered? 

Mr.  Patterson.  No,  sir. 

Mr.  Ben-Veniste.  Did  you  consider  that  the  almost  $4  million 
that  was  expended  on  this  project  really  represented  unfinished 
business,  an  incomplete  report,  or  conclusions  based  on  inadequate 
investigation? 

Mr.  Patterson.  No,  sir,  I  do  not.  I  believe  we  did  a  complete  re- 
port with  respect  to  what  we  were  asked  to  do  by  the  client. 

Mr.  Ben-Veniste.  Mr.  Ericson,  do  you  have  any  comment? 

Mr.  Ericson.  No.  I  agree  with  everything  that  Mr.  Patterson 
said.  The  one  thing  I  would  note  is  that  the  almost  $4  million  fig- 
ure is  slightly  inaccurate.  It's  closer  to  $3  million. 

Mr.  Ben-Veniste.  It  includes  work  done  by  outside  consultants 
and  other  firms,  does  it  not,  when  we  get  up  to  almost  four.  I  think 
$3.8  million  is  the  figure  we  had. 
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Mr.  ERICSON.  I  have  not  seen  that  figure.  The  figure  I  am  aware 
of  is  between  $3.1  and  $3.2  million  and  that  figure  includes  outside 
consultants. 

Mr.  Ben-Veniste.  Mr.  Patterson,  did  anyone  tell  you  to  take  Mr. 
Stephens  off  the  case? 

Mr.  Patterson.  No. 

Mr.  Ben-Veniste.  Mr.  Ericson. 

Mr.  Ericson.  No. 

Mr.  Ben-Veniste.  Well,  how  would  you  have  reacted  to  such  a 
suggestion? 

Mr.  Patterson.  I  would  have  reacted  to  the — well,  I  know  how 
I  would  have  reacted  to  the  suggestion.  I  would  have  said  no,  that 
staffing  of  this  matter  is  up  to  us  and  that  is  our  determination. 

Mr.  Ben-Veniste.  It  is  correct  that  given  Mr.  Stephens'  public 
statements  when  he  left  the  position  of  U.S.  Attorney,  that  it  might 
be  anticipated  that  his  involvement  would  occasion  some  comment 
in  the  press.  Were  you  prepared  for  that,  Mr.  Patterson? 

Mr.  Patterson.  I  don't  think  we  understood,  living  in  California, 
how  quickly  the  press  would  take  the  slant  that  this  was  the  Jay 
Stephens'  investigation.  Our  practice  in  RTC  v.  Dean  had  been  not 
to  talk  to  the  press,  and  not  to  make  any  statement  about  our  rep- 
resentation or  who  was  doing  it,  or  anything  of  that  nature.  We 
continued  that  in  this  case.  The  client  expected  discretion  and  we 
determined  to  proceed  that  way. 

Mr.  Ben-Veniste.  Well,  perhaps  the  magnitude  of  the  reaction 
was  surprising  to  you,  but  you  knew,  I  take  it,  from  decisions  made 
in  hiring  Mr.  Stephens  that  he  had  made  some  controversial  state- 
ments upon  his  leaving  the  position  of  U.S.  Attorney? 

Mr.  Patterson.  We  understood  that.  That  did  not  have  anything 
to  do  with  hiring  Mr.  Stephens  one  way  or  the  other. 

Mr.  Ben-Veniste.  I  understand  that.  Obviously,  you  did,  in  fact, 
hire  Mr.  Stephens. 

The  statements  that  were  made  at  the  time  of  the  revelation  that 
Mr.  Stephens  was  working  on  this  project  included  statements  that 
Mr.  Stephens  had  expressed  political  ambition.  Mr.  Stephens,  had 
you,  in  fact,  indicated  that  you  were  open  to  consideration  of  run- 
ning for  the  U.S.  Senate  from  the  State  of  Virginia? 

Mr.  Stephens.  During  the  summer  months  of  1994,  late  spring 
and  early  summer,  I  considered  whether  or  not  I  would  be  inter- 
ested in  serving  as  a  candidate  for  the  U.S.  Senate  in  Virginia. 
After  thinking  that  through  and  exploring  it  briefly,  my  wife  and 
I  decided  with  a  small  family  that  we  would  be  better  served  by 
being  in  the  private  sector,  perhaps  private  practice.  I  had  served 
a  long  time  in  public  service  and  my  interest  was  to  focus  on  my 
family  and  spend  some  time  in  the  private  world. 

Mr.  Ben-Veniste.  With  respect  to  your  announced  receptivity  to 
entering  the  world  of  politics,  had  you  not  set  up  an  exploratory 
committee  for  a  run  at  the  U.S.  Senate  from  the  State  of  Virginia? 

Mr.  Stephens.  I'm  not  sure  it  was  an  exploratory  committee,  but 
there  was  a  little  exploratory  effort  to  take  a  look  at  that. 

Mr.  Ben-Veniste.  According  to  The  Washington  Times  of  Decem- 
ber 15,  1993,  "Mr.  Stephens  has  set  up  an  exploratory  committee 
and  handed  out  pamphlets  but  he  has  not  committed." 
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Mr.  Stephens.  It  is  fair  to  say  that  I  had  a  little  pamphlet,  as 
we  were  looking  at  this,  to  have  some  biographical  information.  I 
am  just  not  sure  technically  whether  there  was  an  exploratory  com- 
mittee actually  set  up  or  not,  but  I  view  that  as  sort  of  a  technical 
point.  The  fact  was  I  had  taken  a  look  at  this,  and  people  had 
asked  me  to  take  a  look  at  this.  I  did  some  preliminary  analysis 
of  it,  talked  to  a  few  people,  and 

Mr.  Ben-Veniste.  OK,  I  do  not  think  we  need  to  go  through  all 
of  that  detail. 

Mr.  Stephens.  — I  decided  that  this  was  not  really  the  avenue 
that  I  wanted  to  pursue. 

Mr.  Ben-Veniste.  What  I  would  like  to  explore  is  the  fact  that 
you  were  active  in  Republican  politics,  and,  indeed,  you  held  some 
position  in  local  Republican  politics  as  a  county  committeeman;  is 
that  correct? 

Mr.  Stephens.  I  am  a  member  of  the  Fairfax  County  Republican 
Committee.  I  am  not  sure  exactly  when  I  joined  that,  but  there's 
about  500  or  600  people  that  serve  on  that  committee,  so  it's  hardly 
a  small  group  of  people. 

Mr.  Ben-Veniste.  In  connection  with  your  exploratory  run  for  a 
nomination  for  the  Senate  from  the  State  of  Virginia,  was  Kenneth 
Starr  also  an  individual  who  had  expressed  an  interest  in  running 
for  the  same  seat? 

Mr.  Stephens.  I  think  you'll  have  to  talk  to  Mr.  Starr. 

Mr.  Ben-Veniste.  You  don't  remember? 

Mr.  Stephens.  Well,  my  sense  was  there  were  rumors  that  he 
might  have  an  interest  as  well,  but  I'm  not  sure  how  extensive  that 
interest  was. 

Mr.  Ben-Veniste.  Was  he  one  of  the  people  you  talked  to? 

Mr.  Stephens.  I  probably  talked  to  Mr.  Starr  at  one  point  during 
the  course  of  the  summer. 

Mr.  Ben-Veniste.  In  connection  with  the  possibility  of  a  run  for 
the  Senate  seat? 

Mr.  Stephens.  Well,  that  was  one  area,  yes. 

Mr.  Ben-Veniste.  And  in  the  course  of  your  representation  of  the 
RTC,  did  you  have  occasion  to  talk  with  Mr.  Starr  at  any  point? 

Mr.  Stephens.  I  think  on  just  one  occasion.  Shortly  after  his  ap- 
pointment, I  made  a  brief  phone  call  to  him  in  which  I  said  either 
congratulations  or  commiseration,  but  good  luck  and  do  the  best  job 
you  can. 

Mr.  Ben-Veniste.  Your  responsibility,  according  to  these  billing 
records,  was  for  liaison,  to  some  extent,  with  the  Office  of  the  Inde- 
pendent Counsel.  This  6(e)  is  not  very  mysterious.  What  6(e)  means 
is  that  there  are  materials  in  the  possession  of  a  prosecutor's  office 
which  may  or  may  not  have  been  the  subject  of  a  Grand  Jury  sub- 
poena. And  your  job,  in  part,  according  to  our  review  of  your  time 
records,  seems  to  have  focused  in  the  early  stages  primarily  on  the 
question  of  obtaining  records  from  the  Office  of  the  Independent 
Counsel.  Is  that  fair  to  say? 

Mr.  Stephens.  One  of  the  primary  activities  that  I  was  involved 
in  during  the  February  to  May  period  was  the  preparation  of  a  pe- 
tition for  access  to  Grand  Jury  records  held  by  the  Special  Counsel 
and  the  FBI. 
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Mr.  Ben-Veniste.  Is  it  fair  to  say  that  after  March  1994,  that 
your  involvement  representing  the  RTC  was  relatively  minimal. 

Mr.  Stephens.  I  think  that's  correct. 

Mr.  Ben-Veniste.  According  to  our  records,  you  spent  a  total  of 
339  hours  and  some  fraction  billed  to  the  Madison  investigation  for 
the  RTC.  Do  you  take  issue  with  that  number? 

Mr.  Stephens.  You  have  the  records,  I  don't. 

Mr.  Ben-Veniste.  What  was  your  hourly  billing  rate  for  civil  liti- 
gation at  that  time  when  you  joined  the  firm? 

Mr.  Stephens.  I  think  my  billing  rate  was  approximately  $285 
an  hour. 

Mr.  Ben-Veniste.  Mr.  Patterson,  is  it  correct  that  a  negotiation 
was  had  with  the  RTC  whereby  reduction  in  the  hourly  billing 
rates  was  effected? 

Mr.  Patterson.  That's  correct.  I  think  Bruce  handled  that. 

Mr.  Ben-Veniste.  Is  that  correct,  Mr.  Ericson? 

Mr.  Ericson.  Let  me  explain  a  little.  We  had  a  contract  with  the 
RTC,  as  does  every  firm  that  represents  it,  and  that  contract  in- 
volved a  discount  off  our  normal  rates. 

Mr.  Ben-Veniste.  So  according  to  our  records,  Mr.  Stephens  was 
billed  out  at  $200  an  hour.  Is  that  correct? 

Mr.  Ericson.  That  was  true  for  part  of  the  engagement.  Our  con- 
tract expired  in  the  normal  course  in  October  1994,  and  we  renego- 
tiated it,  and  we  renegotiated  for  a  higher  rate  thereafter. 

Mr.  Ben-Veniste.  I  am  using  a  conservative  $200  figure  in  terms 
of  Mr.  Stephens'  involvement.  I  come  to  a  number  at  $200  in  dollar 
amounts  of  $67,940  that  was  billed  and  I  presume  paid  by  the  RTC 
with  respect  to  Mr.  Stephens.  If  you  subtract  the  months  of  Feb- 
ruary and  March,  after  which,  by  Mr.  Stephens'  account,  he  did 
minimal  work  for  the  RTC,  you're  left  with  293  hours  at  $200  an 
hour,  again,  a  conservative  estimate  in  view  of  the  possible  fluctua- 
tion in  the  rates,  which  comes  to  $58,650  by  my  arithmetic. 

Mr.  Stephens.  I'm  not  sure  those  calculations  are  correct. 

Mr.  Ben-Veniste.  Well,  they  may  not  be. 

Mr.  Stephens.  You  indicated  the  total  hours  were? 

Mr.  Ben-Veniste.  339.75. 

Mr.  Stephens.  If  you  subtract  February  and  March,  there  was 
approximately  I  believe  135  or  140  hours  in  February  and  March? 

Mr.  Ben-Veniste.  146  hours,  which  is  193,  you  are  right.  It  only 
proves  once  again  my  arithmetic  is  wanting. 

Mr.  Stephens.  Approximately  half  of  the  time  was  spent  in  Feb- 
ruary and  March;  if  the  total  was  $67,000,  about  $30,000  was  spent 
from  April  until  December. 

Mr.  Ben-Veniste.  Well,  maybe  a  little  more,  but  April  to  Decem- 
ber, let's  even  call  it  $30,000,  OK. 

One  of  the  things  that  you  all  looked  at  was  Mrs.  Clinton's  in- 
volvement in  representing  the  Madison  Guaranty  Savings  &  Loan. 
There  has  been  a  challenge  here  to  the  notion  that  her  60  hours 
spent  over  15  months,  was  not  niinimal.  In  fact,  your  conclusion 
was  that  clearly  Mrs.  Clinton's  involvement  in  representing  Madi- 
son, when  she  was  at  the  Rose  Law  Firm  some  10  or  11  years  ago, 
was  relatively  minimal.  Is  that  correct,  Mr.  Ericson? 

Mr.  Ericson.  Well,  I  think  I  tried  to  stay  away  from  adjectives. 
It  was  what  it  was.  It  was  on  the  order  of  the  magnitude  you  have 
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indicated,  and  that  amount  of  time  was  spread  out  over  roughly  15 
months. 

Mr.  Ben-Veniste.  The  total  amount  of  her  billing,  60  hours  at 
$100  an  hour  was  $6,000,  about  a  tenth  of  what  Mr.  Stephens' 
billed  out  over  a  shorter  period  of  time.  I'm  not  taking  issue  with 
the  question  of  relative  minimality  here,  but  I  think  we  need  to  put 
into  context  what  has  been  I  think  blown  out  of  proportion  in  terms 
of  Mrs.  Clinton's  involvement  in  the  representation  of  Madison 
Guaranty  Savings  &  Loan,  lo  these  11  years  ago. 

Mr.  Patterson,  is  it  fair  to  say  that  Mr.  Stephens  was  not  ignored 
or  deliberately  cut  out  of  anything  that  he  asked  to  be  able  to  do 
in  connection  with  this  representation? 

Mr.  Patterson.  That's  correct. 

Mr.  Ben-Veniste.  Mr.  Ericson,  is  that  your  view? 

Mr.  Ericson.  I  have  no  contrary  view.  I  should  add  that  staffing 
decisions  were  made  by  Mr.  Patterson,  not  myself. 

Mr.  Ben-Veniste.  Mr.  Stephens,  was  there  some  deposition  that 
you  expressed  the  interest  in  taking,  or  some  matter  that  you  ex- 
pressed a  desire  to  become  involved  with  that  you  were  foreclosed 
from  pursuing  by  your  partners? 

Mr.  Stephens.  Mr.  Patterson  handled  all  the  staffing  decisions. 
I  indicated  I  was  ready,  willing,  and  able  to  do  whatever  I  needed 
to  do  to  assist  him.  It  was  his  choice  as  to  whom  he  wanted  to  han- 
dle what  aspects.  I  did  not  reach  out  specifically  and  demand  that 
I  do  something.  He  was  a  senior  partner  of  the  firm,  the  Vice 
Chairman  of  the  firm,  head  of  the  firm's  litigation,  and  obviously 
someone  who  was  in  charge  of  this  engagement. 

Mr.  Ben-Veniste.  Mr.  Stephens  made  the  point  that  he  thought 
it  would  be  a  good  idea  to  explore  the  totality  of  the  different  loans 
that  emanated  from  Madison  Guaranty  Savings  &  Loan,  and  not 
focus  simply  on  the  Whitewater  transactions.  Is  that  something  you 
ignored  doing,  Mr.  Patterson? 

Mr.  Patterson.  No,  sir.  In  fact,  one  of  the  documents  that  we 
were  shown  this  morning,  the  case  plan,  dated  February  16,  1994, 
on  the  first  page,  paragraph  (a)  says  that  we  are  going  to  do  ex- 
actly that.  That  we  will  be  looking  for  RICO  violations  and  for 
overall  connection  among  all  of  the  various  real  estate  loans.  So  at 
that  point  in  time,  1  week  into  our  engagement,  that  was  very  defi- 
nitely our  plan. 

Mr.  Ben-Veniste.  Indeed,  according  to  what  we  have  seen  by 
way  of  your  work  product,  you  have  made  an  exhaustive  review  of 
the  transactions  that  emanated  from  Madison  Guaranty  Savings  & 
Loan  and  have  looked  at  the  picture  in  its  totality.  Mr.  Ericson,  do 
you  disagree  with  that? 

Mr.  Ericson.  No.  As  Mr.  Patterson  has  indicated,  from  the  out- 
set we  thought  it  important  to  look  for  a  pattern. 

Mr.  Ben-Veniste.  Mr.  Stephens  had  said  something  about  com- 
menting on  the  first  draft  Whitewater  Report  about  the  relative 
contributions  to  capital  that  were  made  between  the  Clintons  and 
the  McDougals.  I  take  it  what  he  meant  was  the  contributions  to 
the  expenses  as  the  investment  matured  over  the  years.  But  even 
taking  that,  he  talked  about  contribution  to  a  partnership.  When 
did  it  stop  being  a  partnership? 
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Mr.  ERICSON.  Whitewater  was  a  corporation  in  1979  and  there- 
after, so  technically  speaking,  the  Clintons  and  the  McDougals 
were  shareholders  in  the  corporation,  they  were  not  partners  in  a 
partnership. 

Mr.  Ben-Veniste.  In  connection  with  your  mandate,  you  were 
looking  at  whether  funds  could  be  recovered  through  litigation  or 
otherwise  as  a  result  of  these  transactions  at  Madison.  Of  course, 
you  wanted  to  look  at  all  of  the  transactions.  Looking  at  the  White- 
water aspect  of  this,  at  the  very  most,  how  much  money  could  be 
said  to  have  been  lost  by  Madison  Guaranty  Savings  &  Loan  as  a 
result  of  anything  to  do  with  the  Whitewater  investment? 

Mr.  ERICSON.  It  will  take  me  a  moment  to  answer  that  as  there 
are  some  complexities  associated  with  that.  That's  addressed  in  our 
Supplemental  Report  on  Whitewater  in  which  we  make  two  points. 
Maybe  it  would  be  helpful  if  I  could  just  turn  to  that  for  a  moment. 
At  page  7  of  the  Supplemental  Report  from  December  1995,  there 
is  a  chart  at  the  top  of  the  page  that  shows  two  things.  It  shows 
deposits  into  Whitewater  and  then  it  shows  disbursements  out  of 
Madison  Guaranty,  and  I  think  the  numbers  you're  seeking  to  get 
from  me  are  indicated  by  that  chart. 

Mr.  Ben-Veniste.  How  much  then  would  you  say  that  in  the 
most  conservative  analysis  could  have  been  lost  as  a  result  of  a 
Whitewater  investment? 

Mr.  Ericson.  Well,  very  little  money  was  ever  traced  from  Madi- 
son to  Whitewater.  We're  talking  five  figures  at  most.  As  we  point 
out  in  the  report,  it  might  be  possible  to  argue  that  losses  to  Madi- 
son were  larger  than  that,  and  that's  the  thrust  of  this  chart  we're 
looking  at.  But  there  are  a  number  of  difficulties  associated  with 
such  an  argument. 

Mr.  Ben-Veniste.  I  understand. 

Now  with  respect  to  Mr.  Stephens'  point,  in  fact  looking  at  the 
Whitewater  transaction  in  such  detail  was  really  well  beyond  that 
which  normally  would  have  been  requested  if  the  only  interest  was 
pecuniary  or  financial  or  in  getting  money  back.  There  was  another 
element  to  doing  an  exhaustive  investigation,  was  there  not? 

Mr.  Ericson.  That's  true. 

Mr.  Ben-Veniste.  So  because  of  the  political  side  of  this,  the  im- 
portance of  looking  at  all  of  this  very,  very  carefully  was  justified 
where  financially  it  never  would  have  been  justified  without  such 
political  interest.  Is  that  fair  to  say? 

Mr.  Ericson.  The  word  "political"  gives  me  a  little  trouble,  as  I 
understand  our  client's  desires.  And  I  think  as  the  former  General 
Counsel,  Ellen  Kulka  testified,  the  agency  was  concerned  with  its 
reputation.  It  felt  it  had  to  do  a  thorough  job  or  it  would  be  criti- 
cized here  or  elsewhere. 

Mr.  Ben-Veniste.  I  will  accept  that.  I  used  "political"  maybe  too 
broadly  in  that  regard.  But  in  terms  of  the  dollars  involved,  quite 
clearly  the  amount  that  was  expended  to  look  at  all  of  this  dwarfed 
the  amount  of  any  reasonable  recovery? 

Mr.  Ericson.  From  Whitewater  certainly. 

Mr.  Ben-Veniste.  Now  from  Madison  Guaranty  Savings  &  Loan 
itself,  you  are  looking  at  an  individual  who  had  the  primary  re- 
sponsibility, according  to  your  findings  for  anything  untoward  or  ir- 
regular that  occurred,  and  that  was  Mr.  McDougal,  correct? 


3214 

Mr.  Ericson.  Yes. 

Mr.  Ben-Veniste.  Mr.  McDougal,  of  course,  had  been  prosecuted 
and  acquitted  once  in  connection  with  transactions  associated  with 
Madison  and  was  impecunious  certainly  by  the  time  he  faced  these 
other  charges  where  counsel  has  been  appointed  to  represent  him 
rather  than  retained  counsel.  Is  that  fair  to  say? 

Mr.  Ericson.  That's  right.  He'd  been  discharged  in  bankruptcy. 
It  was  a  no^asset  bankruptcy. 

Mr.  Ben-Veniste.  Mr.  Stephens,  you're  looking  at  discharge  from 
bankruptcy  issues.  Were  you  foreclosed  from  doing  that? 

Mr.  Stephens.  Early  on  in  the  inquiry,  I  think  we  did  a  prelimi- 
nary look  at  the  various,  the  bankruptcies  and  settlements  which 
might  preclude  recovery.  But  associates  from  Los  Angeles,  if  I  re- 
member correctly,  were  assigned  to  that  task,  and  that  was  later 
assumed  by  Mr.  Patterson,  or  by  those  associates  under  Mr.  Patter- 
son's supervision. 

Mr.  Ben-Veniste.  Mr.  Ericson,  viz-a-viz  the  conversation  that 
Mr.  Stephens  has  indicated  he  had  with  you  after  he  reviewed  the 
first  draft  on  the  Whitewater  Report,  what  is  your  recollection  of 
that  conversation? 

Mr.  Ericson.  I  remember  parts  of  what  Mr.  Stephens  has  testi- 
fied to,  and  frankly,  I  don't  remember  other  parts  of  it. 

Mr.  Ben-Veniste.  What  do  you  remember  Mr.  Stephens  saying? 

Mr.  Ericson.  I  remember  the  part  about  my  sense  of  humor.  I 
also  remember  to  some  extent  the  part  about  a  discussion  of  wit- 
ness interviews.  The  rest  of  what  he  said  I  simply  don't  remember. 

Mr.  Ben-Veniste.  You  don't  remember  him  saying  it? 

Mr.  Ericson.  That's  right. 

Mr.  Ben-Veniste.  So  what  was  your  take-away  from  that  conver- 
sation, which  I  take  it  occurred  some  time  in  the  late  fall  or  early 
winter  of  1994? 

Mr.  Ericson.  Well,  as  I  have  just  said,  I  took  away  the  idea  that 
I  probably  ought  to  tone  down  the  sense  of  humor,  and  that  it 
might  be  a  good  idea  to  talk  to  a  few  more  witnesses. 

Mr.  Ben-Veniste.  Did  Mr.  Stephens  ever  express  any  shock  or 
alarm  that  you  were  headed  in  the  wrong  direction,  that  you  were 
off  course,  that  he  felt  pressure  was  being  put  on  you  somehow? 

Mr.  Ericson.  No,  nothing  of  that  sort. 

Mr.  Ben-Veniste.  Mr.  Patterson,  did  you  ever  receive  such  a 
message  from  Mr.  Stephens? 

Mr.  Patterson.  No,  I  did  not. 

Mr.  Ben-Veniste.  In  connection  with  the  conversation  you  had 
after  Mr.  Stephens  was  sent  and  reviewed  this  draft,  did  he  follow 
up  with  a  written  memorandum? 

Mr.  Patterson.  No. 

Mr.  Ben-Veniste.  Did  you  ever  receive  anything  in  writing  from 
Mr.  Stephens  by  way  of  memorandum  or  otherwise,  commenting  on 
any  draft,  any  conclusion,  or  any  procedure  that  you  were  under- 
taking in  discharging  your  responsibility  to  the  RTC? 

Mr.  Ericson.  No.  But  I  should  add  that  among  partners,  we 
would  not  typically  communicate  by  writing. 

Mr.  Ben-Veniste.  So  this  is  the  only  instance  where  you  recall 
Mr.  Stephens  making  any  suggestions  with  respect  to  the  report? 

Mr.  Ericson.  Yes. 
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Mr.  Ben-Veniste.  Mr.  Patterson,  did  you  have  any  conversations 
with  Mr.  Stephens  wherein  Mr.  Stephens  claimed  that  he  had  a 
problem  of  any  nature  with  the  way  you  were  going  about  business 
or  the  tentative  preliminary  conclusions  that  you  reached  or  indeed 
the  final  conclusions? 

Mr.  Patterson.  No,  I  did  not. 

Mr.  Ben-Veniste.  I  see  that  my  time  has  expired.  I  think  it  is 
important  to  go  into  some  of  these  conclusions  and  what  the  basis 
is  for  them,  but  111  do  that  in  the  next  round,  Mr.  Chairman. 

The  Chairman.  Senator  Murkowski. 

OPENING  COMMENTS  OF  SENATOR  FRANK  H.  MURKOWSKI 

Senator  Murkowski.  Thank  you,  Mr.  Chairman.  Ill  be  brief. 

Let  me  try  and  understand  the  structure  within  the  organization 
of  Pillsbury  Madison  &  Sutro  relative  to  who  was  the  contact  per- 
son with  the  RTC. 

Mr.  Patterson.  Well,  I  would  have  been  the  principal  contact 
with  the  RTC. 

Senator  Murkowski.  Who  would  have  been  the  RTC  counter?  In 
other  words,  who  contacted  you  with  regard  to  the  investigation 
that  you  were  doing? 

Mr.  Patterson.  Mark  Gabrellian. 

Senator  Murkowski.  Did  Mark  Gabrellian  specifically  dictate  the 
scope  of  your  review? 

Mr.  Patterson.  No,  he  did  not. 

Senator  Murkowski.  Did  he  specifically  direct  or  redirect  activi- 
ties associated  with  your  review? 

Mr.  Patterson.  No,  he  did  not. 

Senator  Murkowski.  So  you  had  complete  authority,  flexibility, 
control,  in  the  manner  in  which  you  proceeded  to  bill  385  hours? 

Mr.  Patterson.  We  did  not  have  complete  control.  We  had  con- 
trol in  the  sense  of  how  we  went  about  our  investigation.  We  would 
discuss  with  the  client  what  our  recommendations  were  as  to  how 
the  investigation  should  be  handled,  where  the  focus  should  be 
placed,  and  in  what  order  we  should  proceed. 

Senator  Murkowski.  And  the  client  agreed  with  you  in  all  cases? 

Mr.  Patterson.  I  believe  they  did,  yes. 

Senator  Murkowski.  So  you  can't  recall  an  instance  where  Mr. 
Gabrellian,  on  behalf  of  the  RTC,  directed  you  into  one  area  viz- 
a-viz  another  area? 

Mr.  Patterson.  No. 

Senator  MURKOWSKI.  This  is  important  because  your  firm  billed 
the  Federal  Government  for  about  $4  million.  Is  that  right? 

Mr.  Patterson.  I  would  have  to  defer  to  Mr.  Ericson  who  says 
it  was  in  the  neighborhood  of  $3.1  to  $3.2. 

Senator  Murkowski.  All  right,  $3.1  to  $3.2,  whatever  it  was,  it 
was  a  significant  amount  of  money. 

At  what  point  did  you  satisfy  yourselves  that  this  investigation 
was  complete  and  adequate  as  opposed  to  the  realization  that  we 
have  an  extensive  witness  list  of  prominent  people  and  people  who 
are  knowledgeable  in  various  aspects  that  weren't  interviewed? 

Mr.  Patterson.  At  what  point  did  we  satisfy  ourselves  that  our 
investigation  was  complete? 

Senator  Murkowski.  That's  correct. 
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Mr.  Patterson.  That  occurred  in  stages  with  respect  to  different 
phases  of  the  investigation. 

Senator  Murkowski.  Yes,  but  you  had  to  make  a  decision  that 
you  felt  within  your  organization  that  you  had  adequately  satisfied 
yourself  as  to  the  authenticity  with  regard  to  what  your  job  was 
specifically  directed  to  do. 

I  find  it  extraordinary  that  we  are  looking  at  a  list  of  witnesses 
not  interviewed  by  your  firm,  yet  we  have  heard  from  the  Minority 
that  your  report  is  complete  and  all  encompassing  relative  to  the 
bottom-line  recommendation  that  was  made  in  your  report,  yet 
these  people  weren't  contacted.  I'm  wondering  why  you  didn't  con- 
tact them,  obviously  you  can't  contact  everybody,  but  why  you  felt 
your  report  was  complete?  Because  I  intend  to  go  into  some  of  the 
specific  names  here  and  information  relative  to  the  germaneness  of 
information  that  they  had  that  you  didn't  seem  to  see  fit  was  ap- 
propriate or  worthwhile  pursuing. 

Mr.  Patterson.  Well,  to  answer  your  first  question  first,  at  what 
time  did  we  feel  that  we  were  complete  with  respect  to  the  inves- 
tigation. I  would  say  that  would  have  been  at  the  end  of  1995  when 
the  Extenders  Statute  was  running  out.  We  had  no  more  time,  we 
had  to  make  a  final  report  and  final  recommendations  to  the  RTC 
and  either  commence  litigation  or,  as  we  did  in  the  case  of  Jim  Guy 
Tucker,  obtain  an  extension  of  the  statute  of  limitations. 

Senator  MURKOWSKI.  Why  didn't  you  request  an  extension? 

Mr.  Patterson.  We  did  with  respect  to  Jim  Guy  Tucker. 

Senator  Murkowski.  Just  that  portion.  But  you  indicated  you 
were  up  against  a  time  sequence.  Did  you  make  a  qualification  in 
your  final  report,  in  other  words,  a  disclaimer  that  this  did  not  nec- 
essarily represent  a  total  capability  of  contacting  groups  or  some 
question  as  to  the  inadequacy  of  your  report? 

Mr.  Patterson.  I  believe,  Senator,  that  there  are  always  wit- 
nesses you  could  talk  to. 

Senator  Murkowski.  I  am  talking  about  whether  or  not  you 
made  a  qualification. 

Mr.  Patterson.  No,  we  did  not.  Because  at  that  point  in  time, 
we  had  reached  the  conclusion  that  based  on  what  we  had  been  as- 
signed to  do,  we  had  sufficient  information  to  determine  whether 
there  was  cost-effective  litigation  to  be  undertaken. 

The  Chairman.  Would  the  Senator  yield  for  a  question? 

Senator  MURKOWSKI.  Very  briefly,  Mr.  Chairman,  yes. 

The  Chairman.  Why  wouldn't  you  have  interviewed  Beverly  Bas- 
sett  Schaffer?  I  looked  at  this  list  and  this  goes  to  what  Senator 
Murkowski's  talking  about.  We  are  not  talking  about  some  inciden- 
tal— I  mean,  you  have  this  thing,  it's  public,  it's  big,  and  it's  sen- 
sitive. You  didn't  even  interview  her.  Why? 

Mr.  Patterson.  Senator,  your  first  question  is  would  Beverly 
Bassett  Schaffer  have  shown  us  that  money  was  spent  or  taken 
from  Madison  Guaranty,  that  there  was  a  loss  to  the  institution. 
Second,  that  it  was  the  result  of  an  intentional  or  fraudulent  act. 
And  finally  that  that  act  resulted  in  some  loss  to  the  institution. 
We  determined  that  with  respect  to  that  transaction,  none  of  those 
things  existed. 

The  Chairman.  You  reference  in  your  report  conversations  be- 
tween Beverly  Bassett  Schaffer  and  the  First  Lady,  and  you  have 
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it  and  you  do  this  continually,  you  reference  certain  people  and  you 
don't  even  interview  them.  You  don't  find  an  inconsistency? 

Mr.  Patterson.  No,  I  do  not. 

The  Chairman.  Well,  we  will  get  into  that.  We  are  going  to  de- 
velop it  a  little  further. 

Senator,  I  thank  you  for  your  indulgence. 

Senator  Murkowski.  Thank  you  very  much,  Mr.  Chairman. 

You  are  familiar  with  Marlin  Jackson,  the  Bank  Commissioner 
who  used  his  position  and  influence  as  Commissioner,  to  use  his 
letterhead  to  request  the  transfer  of  the  Clinton  loan  to  the  bank 
that  he  was  formerly  associated  with? 

Mr.  Patterson.  I  think  Mr.  Ericson  would  be  more  familiar  with 
that  than  I  am. 

Senator  Murkowski.  Well,  all  right,  Mr.  Ericson. 

Mr.  Ericson.  I'm  familiar  with  Mr.  Jackson.  I  know  he  used  his 
letterhead.  I'm  not  sure  I  agree  with  the  rest  of  what  you  said. 

Senator  Murkowski.  What  would  you  agree  with,  because  we 
have  the  actual  copy  of  the  letterhead,  and  the  letter  states,  to  his 
former  associate  in  the  bank  that  he  formerly  headed,  "Please  take 
care  of  the  circumstances  on  the  principal  and  interest  on  the 
loan."  Do  you  think  that  was  an  appropriate  thing  for  a  Bank  Com- 
missioner to  do?  Do  you  think  that's  good  banking  business? 

Mr.  Ericson.  To  use  his  letterhead  in  that  way?  No,  I  think  that 
was  ill  advised  on  his  part. 

Senator  Murkowski.  You  think  it  was  ill  advised? 

Mr.  Ericson.  On  his  part,  yes. 

Senator  Murkowski.  All  right.  You  didn't  think  that  there  was 
any  pressure  being  brought  to  bear  relative  to  him  stating  that  this 
loan  should  now  be  taken  care  of  at  his  former  bank?  What  I  am 
getting  at  is,  obviously  you  didn't  choose  to  interview  this  gen- 
tleman. It  was  evident  that  there  was  pressure  being  brought  to 
bear,  the  impropriety  relative  to  using  the  stationery  and  you  did 
not  interview  him. 

Mr.  Ericson.  We  didn't  interview  him.  I  can't  see  any  connection 
between  it  and  any  losses  to  Madison  Guaranty. 

Senator  Murkowski.  You  didn't  interview  Mr.  Norton,  a  Clinton 
accountant,  either,  did  you? 

Mr.  Ericson.  That's  true. 

Senator  Murkowski.  And  there  was  no  relevance  there  to  your 
responsibility  because  I  think  it's  fair  to  state  that  Foster,  in  his 
notes,  indicated  that  the  Clintons'  tax  situation  was,  "A  can  of 
worms."  You  didn't  see  fit  to  interview  Norton? 

Mr.  Ericson.  That's  true,  we  didn't  interview  Norton. 

Senator  Murkowski.  Why? 

Mr.  Ericson.  We  had  no  interest  in  the  Clintons'  tax  situation 
because  again  that  was  not  something  that  the  RTC  could  sue  over. 
It's  not  something  that  the  RTC  could  bring  a  lawsuit  about.  That's 
between  the  Clintons  and  the  IRS. 

Senator  Murkowski.  I'm  curious  to  know,  Mr.  Stephens,  relative 
to  your  deposition,  on  page  133,  this  was  asked: 

Question:  Do  you  know  that  they  dictated  to  your  firm  that  certain  things  should 
be  looked  at  and  other  things  shouldn't  be  looked  at  with  regard  to  Madison? 

Answer:  I  am  not  sure  how  to  take  your  word  "dictated."  There  would  be  times 
when  they  said,  call  these  people  but  don't  call  those  people.  Don't  make  this  phone 
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call  until  I  call  you.  It  was  a  very  close,  hands-on,  do  this  but  wait  until  we  give 
you  the  authority  to  do  so. 

So  it  was  a  closely  controlled  matter  from  what  I  saw.  I  don't  want  to  characterize 
it — it's  not  fair  for  me  to  characterize  it  one  way  or  the  other.  After  all,  in  private 
practice,  the  client  is  the  client.  And  it  is  their  responsibility  and  they  seek  outside 
counsel  to  assist  them  in  that.  They  had  every  right  to  provide  guidance  and  direc- 
tion to  outside  counsel.  You  know,  Pillsbury  was  not  an  independent  public  agency 
or  an  independent  counsel  or  an  independent  prosecutor  or  Congressional  committee 
or  anything  else  looking  at  this.  It  was  outside  counsel  retained  by  an  agency  to 
assist  them  in  doing  what  they  wanted  to  accomplish. 

Mr.  Stephens,  I  can  only  assume  you  stand  by  this  statement? 

Mr.  Stephens.  This  statement  applies  to  what  I  saw  from  my  re- 
lationship to  the  agency.  It  was  a  hands-on  agency.  With  regard  to 
6(e)  areas  and  filing  the  6(e)  petition,  with  regard  to  contacts  with 
the  Independent  Counsel,  it  was  very  closely  monitored — we  don't 
want  you  to  call  them  yet;  it's  OK  to  call  them  now,  we'll  give  you 
the  phone  number  now;  well,  wait  until  tomorrow  to  call  them  and 
then  tell  us  what  they  said — it  was  closely  monitored. 

But  the  second  part  of  your  question  goes  to  the  broader  concept, 
and  that  is  simply  in  my  view,  we  were  outside  counsel.  It  was 
their  responsibility  and  their  authority  to  make  the  final  judg- 
ments. You  should  not  necessarily  assume  from  that  comment  that 
they  exercised  that  authority  or  judgment  in  any  way  to  infringe 
on  the  independence  of  Mr.  Patterson  or  Mr.  Ericson  in  making 
their  judgments. 

Senator  Murkowski.  You  know,  it  appears  that  Mr.  Stephens 
was  removed  from  some  areas  of  responsibility.  Is  that  your  opin- 
ion, Mr.  Stephens,  in  this  case? 

Mr.  Stephens.  Well,  Mr.  Patterson  arranged  the  staffing  of  the 
matter.  I  participated,  as  I  think  I  have  testified,  substantially  in 
February  and  March,  and  thereafter  in  selected  areas  including  the 
6(e)  petition,  in  interviewing  or  considering  potential  forensic  ac- 
countants, and  looking  at  a  couple  of  other  issues — the  statute  of 
limitations  issues.  So  there  were  selected  areas  that  I  was  asked 
to  take  a  look  at.  But  the  bulk  of  the  work  was  moved  to  the  West 
Coast  to  Los  Angeles  and  San  Francisco. 

Senator  Murkowski.  Were  there  any  communications  between 
yourself  and  Mr.  Patterson  where  you  suggested  certain  areas  be 
pursued  and  Mr.  Patterson  suggested  otherwise,  or  said,  well,  the 
Los  Angeles  or  West  Coast  areas  will  take  care  of  that? 

Mr.  Stephens.  I  think  the  answer  to  that  is  probably  not;  the  dy- 
namic didn't  work  quite  that  way.  Mr.  Patterson  was  the  senior 
partner  on  the  project.  He  was  the  manager  of  the  project,  and  as 
it  evolved,  staffing  was  increased  on  the  West  Coast. 

Senator  Murkowski.  That  was  not  exactly  my  question  though. 
You  had  certain  facets  of  this.  You  had  it  at  one  time,  and  then 
it  gradually  diminished,  your  activities  lessened.  At  times,  did  you 
indicate  specific  recommendations  to  Mr.  Patterson  that  were  not 
followed? 

Mr.  Stephens.  I  think  that  the  answer  to  that  is  probably  no, 
not  with  regard  to  the  areas  that  I  handled. 

Senator  Murkowski.  How  about  other  areas  that  you  suggested? 

Mr.  Stephens.  Let  me  correct  one  thing.  It  may  be  that,  for  ex- 
ample, with  respect  to  the  6(e)  petition,  I  probably  took  the  position 
that  it  was  important  to  file  that  or  take  some  action  relatively 
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soon  to  get  access  to  these  documents.  You  really  could  not  do  the 
investigation  until  you  got  access  to  the  documents. 

Indeed,  when  we  were  retained,  one  of  the  first  items  we  were 
asked  to  do  was  to  prepare  the  arguments  to  get  access  to  these 
documents.  It  did  seem  that  after  a  short  period  of  time,  the  pres- 
sure came  off  to  get  access  to  these  documents.  Indeed,  it  was  not 
until  I  think  June  before  a  consent  order  was  negotiated  to  get  ac- 
cess to  the  documents. 

I  probably  pushed  a  little  harder  to  say  why  don't  we  move  to 
file  the  petition  and  engage  in  a  negotiation  with  the  Independent 
Counsel  more  quickly  so  that  we  can  get  access  to  these  documents. 
There  may  have  been  some  dynamic  back  and  forth  on  that  with 
Mr.  Patterson,  who  was  dealing  more  closely  at  that  point  with  the 
Independent  Counsel. 

Senator  Murkowski.  My  last  question  because  I'm  out  of  time. 
Mr.  Patterson,  under  any  set  of  your  own  personal  recollections, 
was  there  any  attempt  by  anybody  in  the  RTC  or  in  the  Adminis- 
tration to  influence  your  scope  of  activities  associated  with  the  re- 
sponsibility of  your  firm  to  do  this? 

Mr.  Patterson.  No,  sir. 

Senator  Murkowski.  Mr.  Chairman,  I  remember  a  month  ago  we 
had  a  little  discussion,  Senator  Sarbanes  and  I  specifically,  on  the 
completeness  of  this  Pillsbury  Madison  &  Sutro  Report,  and  to 
what  extent  the  Committee  should  rely  on  the  completeness  and 
thoroughness  of  that  report. 

It  is  obvious  for  reasons  that  I  hope  this  Committee  will  pursue, 
that  they  were  very  selective  in  analyzing  and  interviewing  specific 
witnesses,  and  I  find  that  troubling. 

You  know,  as  I  sit  here  today,  I  am  just  astounded  that  we  find 
specific  people  who  have  intimate  knowledge  of  various  aspects  of 
this,  the  realization  that  the  taxpayers  have  lost  $60  million,  we've 
paid  this  firm  over  $3  million.  Why  you  didn't  simply  sit  down  and 
review  the  extensive  Bank  Examiners  Reports,  which  suggest  any- 
thing but  the  findings  that  your  report  shows,  is  beyond  me. 

I  can  only  look  at  those  in  the  RTC  and  question  their  motivation 
in  the  manner  in  which  this  was  directed  because  if  you  go  into  the 
Bank  Examiners  Reports,  you  are  going  to  find  the  real  expertise 
associated  with  the  analysis  that  is  appropriate  for  this  kind  of  in- 
vestigation, recognizing  the  exposure  of  the  taxpayers  of  this  coun- 
try with  the  failure  of  that  organization. 

I  think  your  report  is  shameful,  I  think  it  is  inadequate,  I  think 
it  is  a  ripoff  of  the  taxpayers'  money,  and  I  am  very  disturbed  to 
find  that  pressure  was  brought  to  bear  within  your  organization  in 
directing  specific  activities  from  one  partner  to  another. 

I  would  like  to  see  a  further  investigation  of  this  process  because 
there's  just  too  many  unanswered  questions  here,  Mr.  Chairman. 

The  Chairman.  Senator  Sarbanes. 

OPENING  COMMENTS  OF  SENATOR  PAUL  S.  SARBANES 

Senator  SARBANES.  Mr.  Patterson,  obviously  you  should  be  given 
a  chance  to  respond  to  that.  I  mean,  I  think  that's  a  gross  misstate- 
ment of  what  the  situation  was,  and  I  think  you  ought  to,  in  effect, 
review  on  the  public  record  what  the  charge  was  to  your  firm. 
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You  were  advising  the  RTC  what  the  scope  of  their  authority  was 
in  the  situation,  and  my  understanding  is,  to  the  extent  that  the 
RTC  had  any  role  to  play,  you  did  counsel  them  on  the  totality  of 
the  issues  in  a  very  thorough  and  comprehensive  way. 

But  I  think  you  obviously  need  to  address  that  closing  comment, 
and  I'll  yield  you  some  time  in  order  to  do  that. 

Mr.  Patterson.  Let  me  say  this  with  some  background  and  an- 
swer the  Senator's  question,  if  I  can  call  it  a  question. 

We  were  originally  contacted  to  do  an  evaluation  and  examina- 
tion of  Madison  Guaranty  I  believe  in  either  late  January  or  early 
February  of  1994.  We  were  told  that  the  statute  of  limitations  with 
respect  to  any  claims  dealing  with  Madison  Guaranty  would  run  on 
February  28,  1994,  unless  extended  by  Congress.  It  was  extended. 

Well,  at  that  point  in  time,  all  I  could  do  was  bring  as  many  bod- 
ies to  bear  on  this  as  I  possibly  could  in  order  to  get  something  that 
would  satisfy  Rule  11  of  the  Federal  Rules  of  Civil  Procedure,  were 
we  to  try  to  file  an  action  before  February  28th. 

We  had  six  partners  I  think  originally  and  I  am  not  sure  how 
many  associates  who  were  assigned  to  that  task.  They  were  in  Los 
Angeles,  San  Francisco,  Kansas  City,  Washington,  DC  and  all  over 
the  place  trying  to  get  that  done  by  that  time. 

The  statute  was  extended  by  Congress,  but  it  was  extended  only 
as  to  fraud  or  to  other  intentional  misconduct.  So  from  that  point 
forward,  our  charge  was  to  determine  whether  cost-effective  civil 
litigation  existed  for  the  RTC  in  which  they  could  recover  money 
based  on  torts  which  were  either  fraud  or  involved  intentional  mis- 
conduct. 

In  that  regard,  very  early  on  in  our  investigation,  we  did  review 
the  Bank  Examiners  Reports  from  the  examinations  that  had  been 
done.  We  reviewed  the  prior  reports  of  the  investigations  which 
had  been  done  by  another  law  firm  in,  I  believe  it  was  Memphis, 
Tennessee,  what  was  known  as  the  Garrish  Report.  We  reviewed 
those.  During  the  course  of  our  investigation,  I  believe  we  inter- 
viewed the  bank  examiners  who  were  involved  in  the  examinations. 
And  I  think  that  we  did  look  into  that.  In  fact,  we  were  guided  to 
a  great  degree  by  what  we  found  in  those  documents. 

Senator  Murkowski.  I'd  certainly  draw  a  different  conclusion. 

Senator  Sarbanes.  I  don't  think  because  you  draw  a  different 
conclusion  you  ought  to  disparage  the  competency  or  the  work  of 
this  law  firm.  I  don't  think  it's  fair  to  them.  You  know,  you  want 
to  put  differing  interpretations  on  things  and  obviously  you're  going 
to  do  that  if  you  choose  to,  but  I  don't  see  why  you  ought  to  try 
to  tar  them  in  their  work. 

Senator  Murkowski.  If  I  may  respond,  I  cannot  understand  why 
they  did  not  put  a  disclaimer  on  the  report  that  they  were  up 
against  the  statue  of  limitations  so  that  this  Committee  could  basi- 
cally satisfy  itself  that  the  report  wasn't  complete  and  they  were 
up  against  the  statute  of  limitations  to  finish  it.  When  one  looks 
at  those  examinations  and  the  results  of  the  recommendations  of 
this  firm,  Pillsbury  Madison  &  Sutro,  you're  going  to  come  to  a  dif- 
ferent conclusion. 

Senator  Sarbanes.  Well,  once  the  Congress  took  action,  you  were 
no  longer  up  against  a  deadline,  isn't  that  correct? 

Mr.  Patterson.  That's  correct. 
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Senator  Sarbanes.  And  later  I  gather  toward  the  end,  when  that 
arose,  you  got  tolling  agreements,  did  you  not,  that  allowed  you  to 
continue  with  certain  limited  portions  of  your  inquiry? 

Mr.  Patterson.  With  respect  to  that  portion  of  our  investigation, 
where  we  thought  cost-effective  litigation  existed,  we  obtained  a 
tolling  agreement. 

Senator  Sarbanes.  That's  right,  so  you  were  not  up  against  that 
deadline  as  a  consequence? 

Mr.  Patterson.  That's  correct. 

The  Chairman.  If  I  might  make  an  observation,  and  I  think  it 
is  fair  to  say.  Don't  run  the  clock — it  should  not  be  charged  to  my 
colleagues  here.  I  think  that  there  are  some  people  who  took  this 
report  and  heralded  it  as  a  vindication  of  all  of  the  activities  that 
took  place  in  regard  to  Whitewater,  in  regard  to  the  operation  of 
Madison,  in  regard  to  all  of  the  transactions  surrounding  it. 

They  said,  well,  here's  this  law  firm  investigation  headed  by  a 
Republican,  Jay  Stephens,  and  it  vindicates  and  clears  everybody 
of  wrong  doing,  nothing  wrong,  $4  million  spent.  Now  that's  basi- 
cally the  laymen's  interpretation  of  the  story  given  to  the  public. 

Indeed,  the  fact  is  that  Mr.  Stephens  only  worked  for  a  rather 
short  period  of  time  that  he  put  any  substantial  time  in,  and  that 
after  March  1994,  it  would  appear  that  there's  almost  no  time,  and 
certainly  by  early  1995,  there's  nothing  at  all,  nothing.  He  wasn't 
the  supervising,  managing  partner  who  approved,  et  cetera,  as  was 
reported.  So  I  think  that  is  part  of  the  misconception  that  was  not 
your  fault,  but  that  certainly  was  what  people  spun.  Jay  Stephens 
cleared  everybody  of  wrongdoing. 

I'll  make  this  point,  and  I  thank  my  colleague  for  going  along 
with  giving  me  this  opportunity  to  express  something  that  I  have 
observed  here.  Second,  there  is  the  question  that  this  report  was 
very  limited.  You  were  limited  to  ascertaining  whether  or  not  it 
would  be  cost  effective  to  bring  a  suit,  not  with  respect  to  was  any- 
one exonerated,  were  their  actions  correct,  were  their  decisions  cor- 
rect, was  their  fraud  involved.  Because,  indeed,  there  was  fraud  in- 
volved in  many  transactions.  Is  that  correct,  when  you  look  at  this? 

Mr.  Patterson.  That's  correct. 

The  Chairman.  Lots  of  fraud.  But  you  determined  notwithstand- 
ing that  there  was  lots  of  fraud,  that  who  do  you  sue  and  make  it 
cost  effective  because  of  time,  money,  et  cetera.  And  so  you  might 
have  a  whole  list  of  people  where  there's  potential  liability  but  to 
bring  a  lawsuit,  even  if  you  win,  what  do  you  win;  is  that  right? 

Mr.  Patterson.  That's  correct,  Senator. 

The  Chairman.  So  I  just  make  that  point.  Then  I  would  like  to 
later  on,  on  my  time,  get  back  to  examining  a  couple  of  aspects  that 
I  think  need  to  be  cleared  up.  But  I  thank  my  colleagues. 

Senator  Sarbanes.  Well,  thank  you,  Mr.  Chairman. 

The  one  thing  out  of  that  discussion  that  I  find  interesting  is 
that  Mr.  Stephens'  work  of  about  190  hours  or  so  over  a  10-month 
period  that  was  subsequent  to  February  and  March  is  being  treated 
as  minimal.  Whereas  it's  asserted  repeatedly  in  these  hearings  that 
Mrs.  Clinton's  work  of  60  hours  over  15  months,  less  than  one-third 
the  amount  of  that  time,  over  a  longer  period,  is  not  treated  as 
minimal.  And  I  think  it's  very  helpful  to  have  that  on  the  record. 

I  yield  to  Mr.  Ben-Veniste. 
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Mr.  Ben-Veniste.  Thank  you. 

And  I  might  as  well  correct  my  prior  arithmetic  for  the  minimal 
portion  of  Mr.  Stephens'  representation  of  those  193.25  hours  over 
10  months  at  $200,  which  is  a  conservative  rate,  the  arithmetic 
checked  now  by  Lance  Cole,  my  accountant,  is  $38,650  as  compared 
to  the  $6,000  and  change  Mrs.  Clinton 

The  Chairman.  How  much,  $38  what? 

Mr.  Ben-Veniste.  $38,650.  The  total  amount,  if  you  had  included 
all  of  the  hours  I  have  given  before,  it's  $68,000  dollars.  So  I  think 
when  we  compare  legal  billing  in  one  aspect  and  call  it  minimal, 
we  ought  to  have  that  in  some  kind  of  context.  And  I  don't  suggest 
that  it  was  not  relatively  minimal  that  Mr.  Stephens  spent  that 
amount  of  time.  What  was  your  normal  monthly  production  in  bill- 
able hours  during  1994,  Mr.  Stephens,  do  you  remember? 

Mr.  Stephens.  Probably  somewhere  in  the  neighborhood  of  140. 

Mr.  Ben-Veniste.  140  hours  per  month  so 

Mr.  Stephens.  Actually,  work  time  might  have  been  double  that, 
but  billable  time  was  probably  about  that. 

Mr.  Ben-Veniste.  Indeed,  there  was  time  that  you  spent,  and  we 
can  go  through  these  records,  discussing  the  final  report  and  other 
aspects  of  this  investigation  representation  that  you  did  not  bill 
time  to.  Isn't  that  so? 

Mr.  Stephens.  I'm  sorry,  I  didn't  understand  the  question. 

Mr.  Ben-Veniste.  There  was  time  that  you  spent  that  was  not 
reflected  in  bills  sent  to  the  client  on  the  RTC  matter? 

Mr.  Stephens.  To  what  are  you  referring? 

Mr.  Ben-Veniste.  We  have  about  a  dozen  if  you  would  like  to  go 
through  them.  I  am  sure  you  have  gone  through  your  records  and 
the  conversations  and  conferences  that  you  had  regarding  different 
issues  that  are  reflected  in  other  lawyers'  billing  records,  con- 
ference with  Jay  Stephens,  meeting  with  Jay  Stephens,  discussion 
about  so  and  so. 

Mr.  Stephens.  I  haven't  seen  those. 

Mr.  Ben-Veniste.  You  have  not  seen  the  billing  records?  Maybe 
we  will  get  to  that  a  little  bit  later  and  we  can  go  through  that. 

The  implication  again  by  the  Majority  is  that  Mr.  Stephens  was 
somehow  pulled  off  the  case,  pulled  away  from  the  things  that  he 
wanted  to  do  or  which  were  appropriate  but  he  wasn't  allowed  to 
do.  Did  that  happen,  Mr.  Patterson? 

Mr.  Patterson.  No,  it  did  not. 

Mr.  Ben-Veniste.  Mr.  Ericson. 

Mr.  Ericson.  No. 

Mr.  Ben-Veniste.  The  conclusions  that  you  reached  and  put  for- 
ward involved  conclusions  about  activities  of  others  and  involved 
conclusions  about  fraud.  Mr.  Ericson,  what  was  your  conclusion 
about  whether  Mr.  or  Mrs.  Clinton  engaged  in  fraudulent  activity 
or  whether  the  Rose  Law  Firm  engaged  in  fraudulent  activity? 

Mr.  Ericson.  We  found  no  evidence  of  either. 

Mr.  Ben-Veniste.  No  evidence  of  fraud  either  by  the  Clintons  or 
the  Rose  Law  Firm  in  connection  with  the  matters  under  investiga- 
tion; is  that  correct? 

Mr.  Ericson.  That's  right. 

Mr.  Ben-Veniste.  Now  with  respect  to  witnesses  who  were  not 
interviewed,  there  were  different  reasons  for  not  interviewing  dif- 
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ferent  witnesses,  and  we  can  get  to  that.  But  did  anyone  tell  you, 
Mr.  Ericson,  that  there  were  witnesses  you  could  not  interview? 

Mr.  Ericson.  No,  never. 

Mr.  Ben-Veniste.  Mr.  Patterson. 

Mr.  Patterson.  No. 

Mr.  Ben-Veniste.  Mr.  Stephens,  do  you  know  of  any  example  of 
a  witness  who  Mr.  Patterson  or  Mr.  Ericson  wanted  to  interview 
but  were  not  allowed  to  interview? 

Mr.  Stephens.  I  have  no  personal  knowledge  of  their  discussions 
about 

Mr.  Ben-Veniste.  Let  my  ask  you  this. 

Mr.  Stephens.  Let  me  finish  my  answer. 

Mr.  Ben-Veniste.  Do  you  have  any  reason  to  believe  that  the 
conclusions  reached  by  the  Pillsbury  Madison  &  Sutro  firm  were 
not  on  the  basis  of  a  full,  complete,  and  honest  evaluation  of  the 
evidence  available? 

Mr.  Stephens.  I  have  no  basis  to  agree  or  disagree  with  that 
statement.  I  know  Mr.  Ericson  and  Mr.  Patterson  are  outstanding 
attorneys,  they  are  people  who  conduct  themselves  with  the  highest 
ethical  standards,  but  I  have  no  factual  basis  to  know  whether  that 
statement  is  correct. 

Mr.  Ben-Veniste.  You  have  not  read  the  final  reports  in  detail, 
have  you? 

Mr.  Stephens.  That's  correct. 

Mr.  Ben-Veniste.  And  in  your  deposition,  you  acknowledged  that 
you  had  no  basis  upon  which  to  challenge  any  conclusion  because 
you  hadn't  even  read  the  final  reports,  much  less  reviewed  the  un- 
derlying material.  Isn't  that  fair  to  say? 

Mr.  Stephens.  I  was  not  asked  to  read  the  final — I  take  that 
back.  I  was  asked  to  read  the  final  reports.  I  did  not  read  the  final 
reports.  I  did  not  write  the  reports.  I  did  not  have  a  hands-on  basis 
for  the  underlying  material  so  I  had  no  basis  for  providing  com- 
ments with  regard  to 

Mr.  Ben-Veniste.  I  can  understand  why  you  did  not  want  your 
name  associated  with  the  authorship  of  the  reports  if  you  did  not 
perform  the  work.  That  is  understandable  and  I  think  Senator 
D'Amato  makes  a  very  good  point.  We  don't  challenge  that.  If  it 
was  called  the  Stephens  Report,  it  was  not  because  Pillsbury  Madi- 
son &  Sutro  called  it  the  Stephens  Report.  Correct,  Mr.  Patterson? 

Mr.  Patterson.  That  is  correct. 

Mr.  Ben-Veniste.  And  it  is  not  because  the  RTC  called  it  the 
Stephens  Report,  is  that  correct? 

Mr.  Patterson.  That  is  correct. 

Mr.  Ben-Veniste.  With  respect  to  the  matters  before  you  that 
you  were  being  questioned  about,  Marlin  Jackson,  who  was  the 
Bank  Commissioner,  had  a  letter  on  his  official  letterhead  as  Com- 
missioner, introduced  here,  but  we  have  had  the  testimony  that  put 
that  into  context.  That  testimony  showed  that  Mr.  Jackson  dictated 
a  letter  to  his  secretary  and  the  secretary  signed  his  name  and  the 
secretary  put  that  on  the  official  stationery.  So  to  the  extent  that 
has  anything  to  do  with  the  price  of  beans  here,  it  is  a  non-issue. 

With  respect  to  Beverly  Bassett  Schaffer,  now  was  there  any- 
thing associated  with  the  representation  by  the  Rose  Law  Firm  on 
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the  regulatory  matters  that  involved  the  State  Commissioner  of  Se- 
curities, that  cost  Madison  any  money? 

Mr.  ERICSON.  No.  The  preferred  stock  offering  never  occurred. 

Mr.  Ben-Veniste.  And  indeed  the  research  into  that  was  entirely 
appropriate  as  far  as  you  could  see  that  was  done  by  the  Rose  Law 
Firm  under  the  supervision  of  Mrs.  Clinton  and  performed  by  Mr. 
Massey.  We've  gone  through  all  of  that. 

The  introduction  of  Ms.  Bassett  Schaffer's  name  does  raise  a 
point  with  respect  to  this  assertion  that  the  taxpayers  lost  $60  mil- 
lion as  a  result  of  Madison's  failure.  If  Ms.  Bassett  Schaffer's  rec- 
ommendation, 2  years  before  that  the  bank  should  be  closed,  had 
been  implemented  by  the  Federal  authorities,  did  you  come  to  some 
conclusion  about  what  the  actual  loss  would  have  been? 

Mr.  Ericson.  No,  we  did  not. 

Mr.  Ben-Veniste.  Can  you  say  in  rough  terms  whether  or  not  it 
would  have  been  a  very  substantial  reduction  of  the  loss  that  was 
at  the  end  incurred? 

Mr.  Ericson.  It  is  very  difficult  to  say.  The  argument  is  some- 
times made  in  savings  and  loan  cases  that  if  an  institution  had 
been  closed  down  sooner,  the  losses  would  have  been  less,  but  it  is 
difficult  to  prove  that  and  it  is  very  difficult  to  quantify  it. 

Mr.  Ben-Veniste.  Fair  enough.  However,  with  respect  to  Ms. 
Bassett  Schaffer's  recommendation,  it  was  established  that  she 
had,  in  fact,  made  that  recommendation  to  Federal  authorities  2 
years  before  the  bank  was  closed  down  and  was  told  essentially, 
hey,  take  a  number,  we  have  a  lot  of  really  big  institutions  that  are 
in  trouble  and  we  can't  start  closing  down  small  institutions  and 
starting  a  panic  in  the  country.  Is  that  fair  to  say? 

Mr.  Ericson.  That's  fair  to  say.  I  did  interview  a  Federal  official 
on  that  subject,  yes. 

Mr.  Ben-Veniste.  And  you  corroborated  Ms.  Bassett  Schaffer's 
account  of  that? 

Mr.  Ericson.  Yes. 

Mr.  Ben-Veniste.  In  terms  of  interviewing  the  witnesses  on  this 
chart,  and  we  will  get  into  the  conclusions  I  guess  shortly,  maybe 
in  the  next  round.  But  since  this  has  been  raised,  first  of  all,  let 
me  ask  you  from  a  general  standpoint,  were  there  any  witnesses 
that  the  RTC  told  you  that  you  could  not  interview?  Was  anybody 
off  limits? 

Mr.  Ericson.  No,  never. 

Mr.  Ben-Veniste.  Mr.  Patterson,  did  somebody  tell  you,  do  not 
touch  so  and  so,  don't  interview  so  and  so? 

Mr.  Patterson.  No,  they  did  not. 

Mr.  Ben-Veniste.  If  someone  had  told  you  that,  would  that  be 
the  type  of  thing,  from  a  professional  standpoint,  that  you  would 
have  readily  acceded  to? 

Mr.  Patterson.  Not  at  all.  In  fact,  it  would  probably  cause  us 
more  interest. 

Mr.  Ben-Veniste.  With  respect  to  the  individuals  on  this  list,  ob- 
viously anyone  could  make  a  long  list  of  people,  but  I  see  the  Presi- 
dent of  Madison  Bank  on  this  list,  Mr.  Bunch.  What  Mr.  Bunch 
had  to  do  with  the  price  of  beans  as  far  as  your  investigation  is 
concerned  is  illusive.  Do  you  know  what  Mr.  Bunch  might  possibly 
have  to  shed  in  terms  of  light  on  the  areas  of  your  inquiry? 
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Mr.  Patterson.  I'm  sorry,  I'm  missing  Mr.  Bunch  on  the  list. 

Mr.  Ben-Veniste.  You  have  Pockrus  and  Burge,  OK. 

Mr.  Patterson.  OK,  yes. 

Mr.  Ben-Veniste.  I  misread  that. 

Mr.  Ericson,  let  me  ask  you  with  respect  to  the  transactions  that 
involved  Mr.  McDougal,  in  looking  at  them  in  the  total  context  of 
all  of  the  transactions,  did  you  come  to  a  conclusion  with  respect 
to  how  Mr.  McDougal  operated  and  who  he  involved  in  the  various 
transactions  back  and  forth  between  different  institutions? 

Mr.  Ericson.  Yes,  we  discussed  that  at  some  length  in  the  re- 
ports. We  did. 

Mr.  Ben-Veniste.  What  did  you  conclude? 

Mr.  ERICSON.  Mr.  McDougal  operated  in  a  fashion  that  is,  for  a 
banker,  I  think  it  is  fair  to  say,  highly  unusual.  It  was  a  rather 
slap-dash  fashion.  He  worked  with  a  group  of  old  friends  and  some 
others,  but  there  are  aspects  of  the  way  he  operated  that  frankly 
are  almost  farcical.  He  would  do  things  on  a  very  impulsive  basis. 
He  would  buy  things  on  an  impulsive  basis  and  pay  for  them  in 
odd  ways. 

Mr.  Ben-Veniste.  Was  there  any  evidence  that  Mr.  and  Mrs. 
Clinton  were  included  in  this  group  of  friends  which  Mr.  McDougal 
used  to  perform  these  unusual  transactions? 

Mr.  Ericson.  No,  I  wouldn't  say  so. 

Mr.  Ben-Veniste.  Mr.  Chairman. 

The  Chairman.  Mr.  Patterson,  let  me  ask  you  something.  This 
report  didn't  give  the  Pillsbury  seal  of  approval  with  respect  to  vin- 
dicating people  in  terms  of  their  actions,  did  it? 

Mr.  Patterson.  It  was  neither  to  castigate  or  vindicate  anyone, 
Senator. 

The  Chairman.  It  didn't  vindicate  anyone,  didn't  castigate  any- 
one. It's  directed  to  ascertain  whether  there  was  any  cost-effective 
relief  in  seeking  to  recover  moneys  that  were  lost.  Is  that  correct? 

Mr.  Patterson.  That  was  the  purpose  of  the  report  and  of  the 
investigation. 

The  Chairman.  Is  that  correct,  Mr.  Ericson? 

Mr.  Ericson.  Yes. 

The  Chairman.  I  want  to  read  you  a  statement  by  Mr.  Fabiani 
given  out  just  today.  It  says:  "Republican  hypocrisy  has  reached 
new  lows.  The  Pillsbury  Reports — the  result  of  2  years  and  $4  mil- 
lion worth  of  work  for  Federal  regulators  at  the  RTC — vindicated 
the  President  and  Mrs.  Clinton.  .  .  ."  Is  that  correct? 

Mr.  Patterson.  I  can  again  say,  Senator,  the  purpose  of  the  re- 
port was  not  to  vindicate  or  castigate  anyone. 

The  Chairman.  So  that  statement  by  Mr.  Fabiani  is  incorrect.  Is 
that  true? 

Mr.  Patterson.  I  agree  that  the  Pillsbury  Reports  speak  for 
themselves. 

The  Chairman.  Is  this  a  true  statement? 

Mr.  Patterson.  It  may  be  his  opinion. 

The  Chairman.  But  it's  not  your  opinion? 

Mr.  Patterson.  It's  not  my  opinion  or  the  purpose  of  why  we  did 
the  reports,  Senator. 

The  Chairman.  Let  me  ask  you  this.  Did  Mr.  Stephens  head  this 
so-called  inquiry,  your  report,  did  he  head  it? 
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Mr.  Patterson.  He  was  a  part  of  it  but  he  did  not  head  it. 

The  Chairman.  He  did  not  head  it.  As  a  matter  of  fact,  his  in- 
volvement was  rather  limited? 

Mr.  Patterson.  It  was  limited,  yes. 

The  Chairman.  There's  really  no  involvement  starting  in  1995? 

Mr.  Patterson.  That's  correct,  Senator. 

The  Chairman.  No  involvement.  Let  me  read  to  you  from  the 
Chicago  Sun  Times.  As  a  matter  of  fact,  if  we  have  that,  I  would 
like  to  give  you  a  copy  of  the  Chicago  Sun  Times? 

Mr.  Patterson.  Yes. 

The  Chairman.  Dated  January  21st? 

Mr.  Patterson.  The  Late  Sports  Final  Edition? 

The  Chairman.  Yes. 

Mr.  Patterson.  I  have  it. 

The  Chairman.  Headline:  Facts  Fight  Fiction  Over  Whitewater. 

Mr.  Patterson.  Yes. 

The  Chairman.  What's  the  byline? 

Mr.  Patterson.  Hillary  Clinton. 

The  Chairman.  Let  me  take  you  down  to  the  last  sentence  on  the 
first  page.  "Since  most  Americans,"  would  you  read  that? 

Mr.  Patterson.  Would  you  like  me  to  read  it,  Senator? 

The  Chairman.  Yes,  please. 

Mr.  Patterson.  "Since  most  Americans  never  heard  about  this 
report,  let  me  fill  you  in." 

The  Chairman.  And  this  is  referring  to  the  Pillsbury  Madison  & 
Sutro  Report.  Go  ahead. 

Mr.  Patterson.  It  reads:  "It  was  conducted  for  the  RTC  by  one 
of  the  Nation's  leading  law  firms,  Pillsbury  Madison  &  Sutro.  It 
took  more  than  2  years  to  complete  and  cost  nearly  $4  million.  A 
prominent  Republican  and  former  U.S.  Attorney  Jay  Stephens 
headed  the  inquiry." 

The  Chairman.  Mr.  Stephens,  did  you  head  this  inquiry? 

Mr.  Stephens.  No,  I  did  not. 

The  Chairman.  Mr.  Patterson,  did  he  head  the  inquiry? 

Mr.  Patterson.  No,  he  did  not,  Senator. 

The  Chairman.  Mr.  Ericson,  did  he  head  the  inquiry? 

Mr.  Ericson.  No. 

The  Chairman.  I  have  to  tell  you  that  when  you  have  the  White 
House  spin  doctors  and  the  Special  Counsel  to  the  Committee  say 
ing  what  Mr.  Fabiani  just  gave  out  today,  he  is  Special  Counsel  tc 
the  White  House. 

Senator  Sarbanes.  You  said  to  the  Committee. 

The  Chairman.  Excuse  me,  to  the  White  House.  "Republicans  art 
trying  to  obscure  the  plain  language  of  the  reports  in  the  fog  o: 
Senator  D'Amato's  endless  hearings." 

The  fact  of  the  matter  is  that  we  are  attempting  to  ascertain  ex 
actly  what  was  the  scope  of  the  report;  and  that,  indeed,  it  was 
very  limited,  it  did  not  make  conclusions  as  to  wrongdoing  or  cor 
rectness  of  actions  or  decisions  that  were  made,  but  really  cam* 
down  to  whether  or  not  it  was  cost  effective,  you  could  bring  a  suil 
even  against  somebody  who's  committed  and  reports  indicate  com 
mitted  all  kinds  of  violations.  And  I'm  talking  about  Mr.  McDougal 

Senator  Hatch,  do  you  have  any  questions? 
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OPENING  COMMENTS  OF  SENATOR  ORRIN  G.  HATCH 

Senator  Hatch.  No,  I  am  just  very  interested  because  I  know  Jay 
Stephens  and  I  know  what  a  competent  lawyer  he  is,  and  I  know 
the  reputation  of  Pillsbury  Madison  &  Sutro,  a  very,  very  impor- 
tant firm  in  this  country.  I  have  a  lot  of  respect  for  all  of  you.  I 
just  think  this  thing  has  been  tremendously  mischaracterized 
through  the  years. 

But  I  am  interested  in  this  statement  by  Mark  D.  Fabiani,  the 
Special  Associate  Counsel  to  the  President,  dated  today.  It  says: 
"Republican  hypocrisy  has  reached  new  lows.  The  Pillsbury  Re- 
ports— the  result  of  2  years  and  $4  million  worth  of  work  for  Fed- 
eral regulators  at  the  RTC — vindicated  the  President  and  Mrs. 
Clinton.  .  .  ."  Is  that  true? 

Mr.  Patterson.  As  I've  said,  Senator 

Senator  Hatch.  Is  vindicated  a  good  word  here? 

Mr.  Patterson.  That  may  be  Mr.  Fabiani's  opinion. 

Senator  Hatch.  It's  not  your  word? 

Mr.  Patterson.  Senator,  I  don't  think  our  dog  is  in  this  fight. 

[Laughter.] 

Senator  HATCH.  Well,  it's  been  brought  into  it  by  the  media  and 
a  whole  raft  of  other  people  as  a  vindication  of  the  President  and 
Mrs.  Clinton.  Frankly,  I  hope  they  are  vindicated  in  the  end,  but 
I  don't  think  your  report  necessarily  vindicates  them.  Do  you  agree 
with  that  statement? 

Mr.  Patterson.  Senator,  it  was  not  our  purpose  to  do  either,  to 
incriminate  or  exculpate  or  vindicate  or  castigate. 

Senator  Hatch.  It  says,  "The  Republicans  did  not  like  this  con- 
clusion, so  first  they  tried  to  cover  up  the  Pillsbury  Reports."  In  all 
honesty,  this  doesn't  look  like  we  are  covering  it  up  by  asking  you 
folks  to  appear  here  today.  Is  there  anything  to  cover  up  there? 

Mr.  Patterson.  I  don't  believe  so,  Senator. 

Senator  Hatch.  I  don't  either.  I  think  the  reports  have  been  pret- 
ty badly  mischaracterized.  I  also  think  that  Mr.  Stephens  has  not 
been  treated  fairly  through  the  process.  I  have  no  doubt  in  my 
mind  he  would  do  honorably  and  well  and  honestly  whatever  your 
firm's  commitment  to  a  reasonable  and  fine  and  perfect  investiga- 
tion was  made.  I  have  no  doubt  about  that. 

But  this  type  of  statement  from  a  Special  Associate  Counsel  to 
the  President  kind  of  bothers  me.  It  says:  "Now  that  the  Reports 
have  finally  been  made  public,  Republicans  are  trying  to  obscure 
the  plain  language  of  the  Reports  in  the  fog  of  Senator  D'Amato's 
endless  hearings."  I  think  your  being  here  today  to  review  makes 
it  very  clear  that  nobody's  trying  to  obscure  anything.  We  just  want 
to  know  the  facts. 

I  personally  appreciate  you  being  here.  I  know  it  is  inconvenient 
and  I  know  it  has  been  difficult,  and  I  have  personally  resented  Jay 
Stephens  being  mischaracterized  as  the  media  and  the  White 
House  and  others  have  done.  I  have  heard  them  say,  "Well,  Jay 
Stephens'  vindicated  the  President,  your  own  Republican."  As  if  an 
attorney  is  going  to  slant  his  legal  work  because  of  his  own  political 
convictions.  That  hasn't  been  my  experience  in  the  law.  Has  it  been 
yours,  Mr.  Patterson? 

Mr.  Patterson.  No,  Senator. 

Mr.  Stephens.  Senator,  I  appreciate  those  comments. 
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Senator  Hatch.  Well,  they  are  true.  I  have  a  lot  of  respect  for 
you,  and  I  have  a  lot  of  respect  for  your  firm.  I  have  worked  with 
it  through  the  years.  We  have  been  opposed  in  some  matters  from 
time  to  time,  and  we  have  worked  together  from  time  to  time,  and 
I  have  found  your  firm  to  be  honest,  trustworthy,  and  a  very  good 
firm.  I  think  that's  why  the  firm  has  lasted  for  so  long. 

I  think  to  the  extent  that  this  clarifies  some  matters  and  some 
of  them  may  be  in  favor  of  the  President  and  First  Lady,  fine.  But 
to  the  extent  that  it  clarifies  the  matters  and  some  of  these  matters 
are  not  in  favor  of  the  President  and  the  First  Lady,  that's  fine  too. 

And  I  just  want  to  personally  express  my  appreciation  to  you  and 
my  high  regard  for  the  firm  and  for  Mr.  Stephens  as  well. 

Mr.  Patterson.  Thank  you,  Senator. 

The  Chairman.  Thank  you,  Senator. 

Mr.  Giuffra. 

Mr.  Giuffra.  Mr.  Ericson,  you  were  the  principal  draftsman  of 
the  Whitewater  and  the  Rose  Law  Firm  Reports,  right? 

Mr.  Ericson.  That  is  true. 

Mr.  Giuffra.  Do  you  recall  your  deposition  testimony?  Let  me 
just  read  it.  This  is  on  page  89: 

Question:  Did  you  make  a  judgment  in  your  reports  that  the  Clintons  were  not 
guilty  of  anything? 

Answer:  No,  I  don't  think  so.  That's  certainly  not  the  way  we  phrased  it.  I  think 
we  were  at  some  pains  to  say  in  our  reports  that  we  weren't  exonerating  anybody. 

Do  you  remember  that  testimony? 

Mr.  Ericson.  Yes,  I  do. 

Mr.  Giuffra.  And  that's  accurate? 

Mr.  Ericson.  That's  what  I  said. 

Mr.  Giuffra.  Let  me  turn  to  page  93  of  your  testimony: 

Question:  Am  I  correct  that  your  reports,  in  general,  did  not  exonerate  the  Clin- 
tons of  all  wrongdoing? 
Answer:  I  don't  think  our  reports  exonerated  anybody  of  anything. 

Do  you  recall  that  testimony? 

Mr.  Ericson.  Yes,  I  do. 

Mr.  Giuffra.  Is  that  correct? 

Mr.  Ericson.  Yes,  it  is. 

Mr.  Giuffra.  Now,  Mr.  Stephens,  during  this  period  of  February 
and  March  of  1994,  you  had  some  dealings  with  Ellen  Kulka;  right? 

Mr.  Stephens.  Correct 

Mr.  Giuffra.  Who  was  Ellen  Kulka  during  this  period? 

Mr.  Stephens.  Ms.  Kulka  was  General  Counsel  for  the  Resolu- 
tion Trust  Corporation. 

Mr.  Giuffra.  You  attended  meetings  with  Ms.  Kulka;  right? 

Mr.  Stephens.  I  attended,  I  believe,  two  meetings  or,  depending 
how  you  characterize  them,  three  meetings  on  two  separate  days. 

Mr.  Giuffra.  Mr.  Patterson,  did  you  have  the  impression  that 
there  was  a  personality  conflict  between  Mr.  Stephens  and  Ellen 
Kulka? 

Mr.  Patterson.  Yes,  I  did. 

Mr.  Giuffra.  Could  you  tell  the  Committee  what  was  the  basis 
for  that  impression? 

Mr.  Patterson.  It  was  simply  based  on  a  meeting  that  Jay  and 
I  had  with  Ellen  Kulka  in  her  office.  It  just  seemed  to  me,  or  my 
impression  was  that  there  was  a  personality  conflict.  I  am  not  cer- 
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tain  whether  it  was  on  Jay's  part,  but  with  respect  to  Ms.  Kulka 
and  Jay. 

Mr.  GlUFFRA.  Mr.  Ericson,  Mr.  Patterson  told  you  at  the  time 
that  Ms.  Kulka,  the  General  Counsel  of  the  RTC,  disliked  some- 
thing that  Mr.  Stephens  had  said  at  a  meeting? 

Mr.  Ericson.  I  think  I  said  I  had  gained  some  vague  impression 
to  that  effect  from  Mr.  Patterson. 

Mr.  Giuffra.  There  was  some  sort  of  a  problem  between  Ms. 
Kulka  and  Mr.  Stephens. 

Mr.  Ericson.  There  had  been  some  sort  of  disagreement.  I  don't 
know  what  it  was  about.  I  wasn't  there. 

Mr.  Giuffra.  Now  let  me  read  some  testimony.  This  would  be 
August  1,  1994.  This  is  the  hearing  testimony  of  Jean  Hanson,  the 
General  Counsel  at  the  Department  of  the  Treasury,  page  161: 

Senator  Hatch.  In  fact,  Joseph  Steiner,  the  Chief  of  Staff  to  Treasury  Secretary 
Bentsen,  had  told  you  that  he  thought  Ellen  Kulka  should  be  fired  for  hiring  Mr. 
Stephens,  hadn't  he? 

Ms.  Hanson:  Yes,  he  did. 

So  at  the  time,  Josh  Steiner,  the  same  person  who  had  a  conver- 
sation with  George  Stephanopoulos,  the  Senior  White  House  Aide, 
told  Ms.  Hanson,  the  General  Counsel  of  the  Treasury  Depart- 
ment— and  at  that  time  Roger  Altman  was  the  Acting  Officer  at 
the  RTC — that  Ms.  Kulka  should  be  fired  for  hiring  Stephens. 

Now  there  were  some  questions  that  were  raised  during  the  very 
opening  round  by  the  Minority.  Mr.  Patterson,  you  have  no  doubt 
that  Mr.  Stephens  was  qualified  to  act  as  lead  trial  counsel  in  this 
matter;  right? 

Mr.  Patterson.  Yes. 

Mr.  Giuffra.  Mr.  Ericson,  you  would  agree  with  that;  right? 

Mr.  Ericson.  Yes. 

Mr.  Giuffra.  Mr.  Stephens,  with  regard  to  the  draft  of  the  report 
that  you  read,  you  were  concerned  a  bit  on  the  Whitewater  Report 
that  it  focused  too  much  on  accounting  issues;  right? 

Mr.  Stephens.  I  believe  I  indicated  in  the  first  or  second  round 
I  had  some  general  comments  to  Mr.  Ericson.  I  don't  know  whether 
that  was  one  of  them  or  not. 

Mr.  Giuffra.  You  thought  that  there  was  a  need  to  conduct  more 
interviews;  right? 

Mr.  Stephens.  As  a  general  matter  my  sense  was — and  I  may 
have  been  reflecting  my  background  as  a  criminal  prosecutor — it  is 
helpful  to  have  witness  interviews  in  order  to  flesh  out  inferences, 
to  give  some  life  to  documents,  and  to  determine  what  the  meaning 
of  those  documents  may  be.  So  I  believe  that  I  expressed  some  sug- 
gestion that  it  may  add  some  perspective  and  substance  to  the  re- 
port if  there  were  witness  interviews  to  support  the  documentary 
analysis. 

Mr.  Giuffra.  Mr.  Ericson,  at  your  second  deposition  you  recalled 
Mr.  Stephens'  comments  to  you  about  the  need  to  conduct  more 
interviews,  don't  you? 

Mr.  Ericson.  I  did  testify  to  that  in  my  deposition.  I  don't  think 
he  phrased  it  in  terms  of  "need,"  but  of  "desirability."  I  would  put 
it  that  way. 

Mr.  Giuffra.  He  said  he  thought  you  needed  to  conduct  more 
witness  interviews? 
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Mr.  ERICSON.  I  think  what  he  said  was  that  he  thought  it  might 
be  desirable. 

Mr.  Giuffra.  Now  after  you  spoke  to  Mr.  Stephens,  did  you,  in 
fact,  conduct  more  witness  interviews? 

Mr.  Ericson.  Yes. 

Mr.  Giuffra.  Did  you  conduct  interviews  of  Mr.  Hale?  He  was 
not  available  because  of  the  Independent  Counsel,  right? 

Mr.  Ericson.  That's  right. 

Mr.  Giuffra.  You  were  never  able  to  talk  to  Mr.  McDougal;  is 
that  right? 

Mr.  Ericson.  That's  right.  He  took  the  Fifth. 

Mr.  Giuffra.  You  were  never  able  to  talk  to  Mr.  Wade;  right? 

Mr.  Ericson.  That's  right. 

Mr.  Giuffra.  There  was  a  brief  interview  that  was  conducted  of 
Mr.  Wade,  but  you  were  never  able  to  talk  to  him;  right? 

Mr.  ERICSON.  One  of  my  partners — I  think  Mr.  Patterson — inter- 
viewed Mr.  Wade.  I  later  sought  to  re-interview  Mr.  Wade  and,  as 
I  told  you,  I  for  a  long  time  negotiated  with  Mr.  Wade's  counsel  but 
ultimately  he  too  said  he  would  take  the  Fifth  and  he  refused  to 
be  interviewed. 

Mr.  Giuffra.  You  never  talked  to  John  Latham;  right? 

Mr.  Ericson.  That's  right. 

Mr.  Giuffra.  He  was  the  President  &  CEO  of  Madison  Guaranty 
Savings  &  Loan? 

Mr.  Ericson.  That's  right. 

Mr.  Giuffra.  You  never  talked  to  Governor  Tucker;  right? 

Mr.  Ericson.  Well,  with  respect  to  both,  we  tried  but  were  un- 
able to  do  so. 

Mr.  Giuffra.  Seth  Ward,  who  I  think  you  concluded  was  the 
straw  purchaser  on  the  Castle  Grande  transaction;  right? 

Mr.  Ericson.  Mr.  Patterson  interviewed  Mr.  Ward.  Later  I  at- 
tempted to  re-interview  Mr.  Ward  but  was  unable  to  do  so. 

Mr.  Giuffra.  OK. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Obviously  the  report 

The  Chairman.  Mr.  Ben-Veniste,  I  understand  the  witnesses 
need  a  break.  Do  you  want  to  wait  for  a  round? 

Mr.  Ericson.  How  long  is  a  round? 

[Laughter.] 

The  Chairman.  Well,  why  don't  we  take  a  5-minute  break. 

Mr.  Ericson.  That  would  be  great. 

The  Chairman.  Five  minutes,  and  then  we  will  come  back  to  Mr. 
Ben-Veniste. 

[Recess.] 

The  Chairman.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Thank  you,  Mr.  Chairman. 

Let's  first  talk  about  the  question  which  you  have  quite  properly 
answered,  in  my  view,  about  whether  this  is  an  exoneration  or  a 
vindication,  whatever  words  are  descriptors  to  describe  the  conclu- 
sions that  you  reached  were  not  used  by  you  in  connection  with 
your  report,  or  indeed  are  not  appropriate  to  the  mission  that  you 
undertook  on  behalf  of  the  RTC.  Is  that  correct,  Mr.  Patterson? 

Mr.  Patterson.  That's  correct. 
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Mr.  Ben-Veniste.  Exoneration  may  well  be  in  the  eye  of  the  be- 
holder, but  you  reached  certain  conclusions  based  on  the  evidence 
which  was  put  forward  in  your  report,  and  you  stand  by  them? 

Mr.  Patterson.  That  is  correct. 

Mr.  Ben-Veniste.  And  if  the  conclusions  are  that  there  was  no 
evidence  to  conclude  that  anyone  did  anything  improper,  much  less 
fraudulent,  then  someone  could  interpret  that,  if  they  were  person- 
ally involved  in  that  factual  conclusion,  as  a  vindication  if  there 
had  been  an  allegation  that  they  did  something  improper?  Is  that 
fair  enough? 

Mr.  Patterson.  I  think  we  write  the  reports.  We  do  not  control 
how  they  are  interpreted  by  other  people. 

Mr.  Ben-Veniste.  The  witnesses  that  were  mentioned  to  you, 
some  of  them  were  ones  that  the  Independent  Counsel  refused  to 
allow  you  to  interview.  Correct? 

Mr.  Patterson.  That  is  correct. 

Mr.  Ben-Veniste.  Such  as  Mr.  Hale  and  Mr.  Latham.  Others 
were  the  subject  of  the  investigation  and  were  ultimately  tried,  and 
the  jury  is  quite  literally  out  in  connection  with  that  matter;  right? 

Mr.  Patterson.  That  is  correct. 

Mr.  Ben-Veniste.  Now  in  addition,  there  were  documents  that 
you  sought  that  were  in  the  possession  of  the  Independent  Counsel. 
We  have  kind  of  the  same  situation  right  now,  and  the  Independ- 
ent Counsel  did  not  allow  you  to  review  all  of  the  documents  you 
wished  to  review? 

Mr.  Patterson.  In  certain  cases,  initially.  I  believe  we  got  all  of 
the  documents  that  we  asked  for  through  the  courts  in  various 
Rule  6(e)  petitions,  however. 

Mr.  Ben-Veniste.  And  it  was  up  to  the  Independent  Counsel  to 
determine  whether  or  not  he  would  agree  to  provide  those  under 
a  6(e)  Order? 

Mr.  Patterson.  That  is  correct.  There  were  times  we  had  to  wait 
in  line  until  they  had  finished  with  the  documents  before  we  could 
have  access  to  them. 

Mr.  Ben-Veniste.  I  understand  that  process. 

Now  with  respect  to  the  article  that  the  Chairman  referred  to, 
which  is  the  report  of  the  Chicago  Sun-Times  of  January  21,  1996, 
I  would  like  to  draw  your  attention  to  that  article  which  was  enti- 
tled "Fact  Fights  Fiction  Over  Whitewater"  and  see  whether  you 
will  comment  on  the  conclusions  that  are  drawn  by  Mrs.  Clinton 
in  that  article.  Referring  to  the  report  on  the  second  page  of  the 
transcript: 

It  concluded  that  the  President  and  I  were  passive  investors  in  a  failed  land 
transaction  that  lost  more  than  $40,000  on  Whitewater,  as  we  have  said  all  along. 
It  also  concluded  that  we  had  little  knowledge  and  no  control  over  the  Whitewater 
project. 

Now,  Mr.  Ericson,  is  that  a  fair  summary? 

Mr.  Ericson.  In  part.  The  term  "passive  investor"  is  one  that 
was  discussed  in  the  Supplemental  Report  on  Whitewater.  I  think 
I  said  there  that  that  was  really  not  the  issue,  and  I  thought  that 
was  a  bit  of  a  red  herring.  But  the  rest  of  what  you  read  I  think 
is  a  fair  statement. 

Mr.  Ben-Veniste.  By  "passive  investor" — and  we  went  around  a 
little  bit  with  Mr.  Stephens  about  this — in  general  layman's  terms, 
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a  "passive  investor"  would  be  characterized  as  one  who  did  not  in- 
volve himself  or  herself  in  the  actual  operation  of  the  investment? 
Is  that  fair  to  say? 

Mr.  Ericson.  I  think  that  is  fair. 

Mr.  Ben-Veniste.  Using  that  definition,  you  would  agree  with 
the  paragraph  I  read? 

Mr.  Ericson.  I  think  using  that  definition,  I  would  agree.  What 
I  meant  to  point  out  here  was  that  at  pages  77  and  78  of  the  Sup- 
plemental Report,  there  is  a  little  discussion  of  the  concept  of  "pas- 
sive investor."  We  note  that  it  has  several  specific  meanings  in  the 
law,  as  opposed  to  lay  meanings  and  that 

Mr.  Ben-Venice.  Right. 

Mr.  Ericson.  — those  meanings  simply  have  no  relevance  to  this. 

Mr.  Ben-Veniste.  I  agree. 

Going  back  to  Mrs.  Clinton's  article: 

Further,  it  affirmed  what  we  have  said  from  day  one:  That  we  had  no  knowledge 
of  any  money  flowing  from  Madison  Guaranty  Savings  &  Loan  to  Whitewater,  and 
that  we  did  not  receive  any  loans  or  dividends  from  the  savings  and  loan.  Madison 
Guaranty  was  acquired  by  our  partner  in  Whitewater,  James  B.  McDougal,  some 
years  after  we  invested  in  the  project. 

Factually  speaking,  do  you  take  issue  with  that,  Mr.  Ericson? 
Mr.  Ericson.  No.  Except  to  a  very  trivial  extent.  As  I  have  al- 
ready testified,  I  would  not  use  the  word  "partner." 
Mr.  Ben-Veniste.  And  going  on: 

As  for  matters  relating  to  Madison,  the  report  found  no  evidence  that  I  had  any 
knowledge  of  any  wrongdoing  on  the  part  of  the  savings  and  loan  while  I  was  at 
the  Rose  Law  Firm. 

Mr.  Ericson.  I  think  that  is  fair. 
Mr.  Ben-Veniste.  Going  forward: 

Billing  records  located  after  the  report  was  completed  confirm  that  I  did  minimal 
legal  work  on  Madison — an  average  of  about  1  hour  a  week  over  15  months,  just 
as  I  have  said  from  the  beginning. 

The  conclusion  was  that  the  work  performed  was  minimal. 

Mr.  Ericson.  As  I  already  testified,  I  stayed  away  from  adjec- 
tives and  consciously  didn't  use  a  word  like  "minimal." 

Mr.  Ben-Veniste.  Sixty  hours  over  15  months. 

Mr.  Ericson.  The  numbers  are  what  they  are. 

Mr.  Ben-Veniste.  And  we  have  discussed  what  that  meant  in 
relative  terms  today.  Finally,  Mrs.  Clinton  pointed  out  that: 

Despite  these  findings,  there  was  no  news  conference,  no  announcement,  no  effort 
by  Congressional  investigators  to  make  them  public. 

We,  in  fact,  once  the  reports  were  made  available  to  us,  put  them 
in  the  record,  or  attempted  to  do  so.  There  was  some  problem  with 
getting  that  accomplished  for  a  number  of  days,  but  eventually 
they  were  then  made  public. 

Now  let  me  ask  that  a  chart  be  put  up  that  reflects  the  conclu- 
sions reached  with  respect  to  the  retention  of  the  Rose  Law  Firm. 
It  is  in  the  Supplemental  Report  on  the  Representation  of  Madison 
Guaranty  Savings  &  Loan  by  the  Rose  Law  Firm,  February  25, 
1996.  So  this  supplemented  the  earlier  report  that  was  issued?  Is 
that  correct,  Mr.  Ericson? 

Mr.  Ericson.  Yes. 

Mr.  Ben-Veniste.  And  under  "Retention  of  the  Rose  Law  Firm," 
the  first  point  on  our  chart  is  the  conclusion  that: 
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Mrs.  Clinton's  recollections  and  Mr.  Masse/s  recollections  differ  in  some  respects 
but  for 

This  is  in  respect  to  how  the  client  came  into  the  firm. 

— present  purposes,  the  differences  are  not  material.  ...  It  makes  little  dif- 
ference who  was  right.  There  is  no  hint  of  fraud  or  intentional  misconduct  in  either 
version,  and  the  mere  act  of  retaining  the  Rose  Law  Firm  did  not  harm  Madison 
Guaranty  in  any  respect. 

Now  is  that  your  conclusion? 

Mr.  ERICSON.  Those  are  certainly  excerpts  from  our  conclusion, 
yes. 
Mr.  Ben-Veniste.  Do  you  stand  by  them  today? 
Mr.  Ericson.  Yes. 
Mr.  Ben-Veniste.  Mr.  Patterson. 
Mr.  Patterson.  Yes,  I  do. 
Mr.  Ben-Veniste.  I  says: 

There  is  no  suggestion  that  the  money  was  to  be  a  gratuity  [as  opposed  to  pay- 
ment for  work  performed],  nor  is  there  any  suggestion  of  any  improper  quid  pro  quo. 
Again,  there  is  no  proof  of  fraud,  intentional  misconduct,  or  harm  to  Madison  Guar- 
anty Savings  &  Loan. 

Was  that  your  conclusion,  Mr.  Ericson  and  Mr.  Patterson? 

Mr.  Ericson.  Yes,  that  is  a  part  of  our  conclusions. 

Mr.  Patterson.  Yes. 

Mr.  Ben-Veniste.  Do  you  stand  by  those  conclusions  today? 

Mr.  Ericson.  Certainly. 

Mr.  Patterson.  I  do. 

Mr.  Ben-Veniste.  Continuing: 

[I]t  is  highly  unlikely  to  find  there  was  anything  untoward,  let  alone  fraudulent 
or  intentionally  wrongful  in  the  circumstance  of  the  Rose  Law  Firm's  retention  by 
Madison  Guaranty. 

Do  you  stand  by  that  conclusion? 

Mr.  Ericson.  I  do.  I  want  to  note  one  thing,  though.  You  have 
excerpted  part  of  a  sentence.  What  I  said  was:  "A  trier  of  fact  is 
highly  unlikely  to  find  .  .  ."  and  so  on. 

Mr.  Ben-Veniste.  OK.  So  if  you  put  yourself  in  the  position  of 
the  trier  of  fact,  you  kind  of  make  that  conclusion? 

Mr.  Ericson.  Yes. 

Mr.  Ben-Veniste.  Now  going  forward: 

[T]he  alleged  economic  motivation  makes  no  sense.  McDougal  suggests  the  Clin- 
tons need  $2,000  a  month,  and  the  implication  is  that  the  account  is  for  the  monthly 
retainer  in  that  amount,  but  there  is  no  evidence  that  the  Clintons  ever  received 
anything  like  $2,000  a  month  from  this  engagement,  and  every  reason  to  believe 
that  they  never  received  more  than  a  trivial  sum  of  money. 

By  which  I  think  you  later  concluded  came  to  about  $40  a  month, 
given  Mrs.  Clinton's  draw  and  the  way  the  firm  operated;  right? 

Mr.  Ericson.  Yes,  but  I  have  to  modify  one  thing.  I  think  that 
we  said  it  was  more  on  the  order  of  $20  a  month.  $40  would  rep- 
resent her  share  of  gross  receipts.  $20  would  be  a  better  figure  for 
her  share  of  profits. 

Mr.  Ben-Veniste.  OK,  operating  on  a  50  percent  profit  margin 
as  you  did.  That  is  correct.  And  at  page  25  of  your  report  you  made 
exactly  that  point,  that  this  would  net  out  to  a  grand  total  of  $20 
a  month  over  a  15-month  period.  My  math  would  tell  me  that  is 
$300,  but  I  am  finished  relying  on  my  math. 

Let's  turn  to  the  conclusions  that  were  reached  in  the  Supple- 
mental Report  on  the  Representation  of  Madison  Guaranty  Savings 
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&  Loan  by  the  Rose  Law  Firm  from  the  February  25,  1996.  This 
Report  was  issued  after  the  discovery  of  the  billing  records  at  the 
White  House,  the  time  records  of  the  law  firm,  plus  additional  bill- 
ing records. 

You  had  some  billing  records  and  the  new  discovery  provided  ad- 
ditional billing  records  and  detailed  time  breakdowns  for  attorneys 
from  the  Rose  Law  Firm  who  worked  on  Madison  Guaranty  mat- 
ters. Is  that  correct? 

Mr.  Ericson.  Yes.  We  had  very  little  before  the  discovery  of 
those  records.  So  the  records  added  considerably  to  what  we  had. 

Mr.  Ben-Veniste.  The  conclusion  that  you  reached  was,  reading 
from  page  42  of  that  report: 

The  billing  records  found  at  the  White  House  and  other  newly  acquired  evidence 
add  considerably  to  the  sum  of  knowledge  with  respect  to  this  matter.  Taken  as  a 
whole,  however,  the  new  evidence  does  not  change  the  conclusions  stated  in  the 
Rose  Report. 

This  was  your  report  filed  before  you  had  the  billing  records. 
Mr.  Ericson.  Yes.  That's  right. 
Mr.  Ben-Veniste.  It  continues: 

The  new  evidence  weakens  to  some  extent  the  conclusion  that  Ward  was  a  straw 
man  or  nominee  and  that  the  acquisition  therefore  was  wrongful,  although  those  re- 
main propositions  that  one  could  reasonably  advocate.  The  new  evidence  has  very 
little  effect  on  the  analysis  of  what  the  Rose  Law  Firm  knew  and  did  before  the 
acquisition  of  the  IDC  property  closed.  The  new  evidence  shows  that,  after  the  ac- 
quisition closed,  lawyers  at  the  Rose  Law  Firm  [and  in  particular  Mrs.  Clinton]  had 
more  contact  with  Seth  Ward  and  performed  more  services  for  Madison  Guaranty 
than  previously  was  known,  but  there  remains  no  substantial  evidence  that  these 
lawyers  knew  of  or  intended  to  aid  and  abet  McDougal's  apparent  misconduct. 

Do  you  stand  by  that  conclusion? 

Mr.  Ericson.  Yes. 

Mr.  Ben-Veniste.  Do  you  stand  by  that,  Mr.  Patterson? 

Mr.  Patterson.  Yes,  I  do. 

Mr.  Ben-Veniste.  Now  going  on  in  the  Supplemental  Report  on 
the  Representation  of  Madison  Guaranty  Savings  &  Loan  by  the 
Rose  Law  Firm,  reading  from  pages  163  and  164: 

It  would  simply  not  be  persuasive  to  argue  that,  for  $21,000,  McDougal  corrupted 
the  Rose  Law  Firm  and  convinced  half  a  dozen  lawyers,  most  of  whom  he  did  not 
know,  to  join  him  in  a  scheme  to  violate  the  law.  Odd  as  he  might  seem,  McDougal 
did  not  involve  large  groups  of  strangers  in  his  schemes.  Indeed,  McDougal  typically 
involved  a  close  group  of  long-time  mends  and  trusted  associates  in  his  plans,  and 
nobody  else.  And  typically  it  was  the  same  people,  over  and  over,  friends  and  vas- 
sals who  dated  back  to  McDougal's  youth. 

Now  is  that  your  conclusion,  Mr.  Ericson? 

Mr.  Ericson.  Yes. 

Mr.  Ben-Veniste.  Do  you  agree  with  that,  Mr.  Patterson? 

Mr.  Patterson.  I  do. 

Mr.  Ben-Veniste.  And  as  I  think  we  covered  earlier,  the  Clin- 
tons were  not  in  this  close  group  of  long-time  friends  who  were 
used  by  Mr.  McDougal  in  that  respect? 

Mr.  Patterson.  Yes. 

Mr.  Ericson.  That's  our  conclusion. 

Mr.  Ben-Veniste.  Going  forward: 

The  conspiracy  theory  is  hopelessly  flawed.  The  Independent  Counsel  already  has 
alleged  a  different  conspiracy — the  conspiracy  with  Tucker — involving  the  same 
property,  IDC/Castle  Grande.  Without  prejudging  the  results  of  that  forthcoming 
trial,  let  us  grant  that  the  conspiracy  alleged  in  the  [McDougal-Tucker]  indictment 
does  not  violate  common  sense.  The  principals  were  cut  in  the  deals,  and  relatively 
large  amounts  of  money  changed  hands.  .  .  .  Whatever  one  thinks  of  that,  however, 
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it  strains  common  sense  to  place  a  second  set  of  conspirators  on  the  same  property — 
a  set  that  included  half  a  dozen  lawyers  who  had  never  met  McDougal  before,  a  set 
that  was  not  cut  in  on  the  deals,  a  set  whose  senior  members  stood  to  gain  some- 
thing upon  the  order  of  $20  a  month. 

Is  that  your  conclusion? 

Mr.  Ericson.  Yes. 

Mr.  Ben-Veniste.  And  are  you  comfortable  with  that  today? 

Mr.  Ericson.  Yes. 

Mr.  Ben-Veniste.  Mr.  Patterson,  do  you  agree  with  that? 

Mr.  Patterson.  Yes,  I  do. 

Mr.  Ben-Veniste.  Mr.  Stephens,  you  don't  know  anything  about 
the  facts? 

Mr.  Stephens.  I  have  no  basis  to  agree  or  disagree  with  this,  Mr. 
Ben-Veniste. 

Mr.  Ben-Veniste.  I  see  my  red  light  is  on. 

The  Chairman.  Go  ahead. 

Mr.  Ben-Veniste.  Let  me  come  back,  if  Mr.  Giuffra  has  some- 
thing that  I  can  deal  with.  I  think  we  are  about  finished.  Let  me 
ask  a  summary  question  in  that  respect,  without  going  through  all 
the  conclusions  in  all  of  the  reports.  Mr.  Patterson,  is  there  any 
reason  that  has  a  foundation  in  facts  that  has  come  forward  since 
the  issuance  of  the  reports,  or  in  connection  with  any  other  evi- 
dence that  you  have  seen  that  makes  you  feel  that  the  conclusions 
reached  in  your  reports  are  not  accurate  as  we  sit  here  today? 

Mr.  Patterson.  No,  there  is  not. 

Mr.  Ben-Veniste.  Mr.  Ericson. 

Mr.  Ericson.  I  am  not  aware  of  anything. 

The  Chairman.  You  had  an  opportunity,  I  think,  to  look  at  and 
examine  some  of  the  reports  made  by  the  Federal  Bank  Examiners 
with  respect  to  a  number  of  the  transactions,  in  particular,  the 
Castle  Grande  transaction  didn't  you? 

Mr.  Ericson.  We  did. 

Mr.  Patterson.  Yes. 

The  Chairman.  In  particular,  there  was  one  in  I  think  1987  in 
which  they  characterized  that  transaction  which  cost  the  bank 
about  $3  or  $4  million  where  Mr.  Ward  was  a  straw  man?  Do  you 
agree  or  disagree  with  that? 

Mr.  Ericson.  As  I  indicated  in  the  report,  I  think  a  jury  probably 
would  find  he  was  a  straw  man,  yes. 

The  Chairman.  Who  represented  him  at  that  time?  Was  it  the 
Rose  Law  Firm? 

Mr.  Ericson.  I'm  sorry?  At  what  time? 

The  Chairman.  During  that  transaction  he  was  involved  with. 

Mr.  Ericson.  In  my  opinion  the  Rose  Law  Firm  represented  him 
in  that  transaction,  yes. 

The  Chairman.  So  if  you  have  a  law  firm  that  is  aware  of  an  im- 
proper transaction  that  its  client  is  engaged  in,  is  there  any  liabil- 
ity that  might  be  ensuing  to  that  firm? 

Mr.  Ericson.  There  could  be,  but  we  did  not  find  any  evidence 
of  such  an  awareness  here. 

The  Chairman.  Well,  if  you  knew  that  the  client  was  indeed  par- 
ticipating in  a  sham  transaction,  would  you  say  I  would  be  mis- 
characterizing  that  transaction  where  Seth  Ward  was  holding  the 
property  as  a  real  transaction  or  as  a  sham  transaction? 
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Mr.  Ericson.  I  think,  as  I  said,  the  jury  would  conclude  that  he 
was  acting  as  a  straw,  and  that  is  the  way  I  prefer  to  phrase  it. 

The  Chairman.  If  the  law  firm  was  aware  of  that,  would  there 
be  potential  liability? 

Mr.  Ericson.  As  you  phrase  it,  I  would  agree  with  you;  yes. 

The  Chairman.  Would  that  not  create  and  cause  concern  on  the 
part  of  that  law  firm  as  to  whether  there  was  potential  liability? 

Mr.  Ericson.  If  there  was  such  awareness,  it  might. 

The  Chairman.  Sure,  and  I  just  wanted  to  ask  so  that  we  are  not 
operating  in  this  vacuum,  and  that  this  is  not  some  pie-in-the-sky 
theory.  Sometimes  through  no  fault  of  the  authors  of  a  particular 
report,  there  is  a  characterization,  for  example,  "Jay  Stephens 
headed  this."  Jay  Stephens,  your  billable  hours  were  about 
$38,000.  That  is  what  you  billed  for,  approximately.  Would  you  say 
that,  Mr.  Patterson? 

Mr.  Ben-Veniste.  It  was  more  like  $70,000. 

The  Chairman.  I  thought  it  was  $38,000. 

Senator  Sarbanes.  $68,000. 

The  Chairman.  So  if  it  was  $68,000,  and  we  are  not  really  sure, 
but  say  if  there  is  a  question  of  whether  it  is  $38,000  or  $68,000, 
or  $70,000 — all  right,  $68,000,  that  would  hardly  represent  a  major 
share  of  the  billable  hours,  the  legal  billable  hours,  would  it,  Mr. 
Patterson,  on  this  matter? 

Mr.  Patterson.  Not  on  this  matter;  no,  sir. 

The  Chairman.  As  a  matter  of  fact,  that  would  be  about  4  per- 
cent of  the  total  billable  hours,  if  you  charged  $1.9  million? 

Mr.  Patterson.  Well,  Mr.  Chairman,  your  math  is  a  lot  faster 
than  mine. 

The  Chairman.  It  would  be  in  that  area. 

Mr.  Ben-Veniste.  I  am  staying  out  of  this. 

[Laughter.] 

The  Chairman.  I  just  thought  that  I  would  touch  on  this. 

Mr.  Giuffra. 

Mr.  Giuffra.  Mr.  Ericson,  the  witnesses  that  are  set  forth  on  our 
chart  there,  those  are  names  that  you  are  familiar  with;  correct? 

Mr.  Ericson.  Most  of  them,  yes. 

Mr.  Giuffra.  They  were  people  you  chose  not  to  depose  or  inter- 
view, right? 

Mr.  Ericson.  Yes. 

Mr.  Giuffra.  And  to  some  extent  when  you  made  the  decision 
as  to  whether  to  depose  or  interview  those  people,  you  discussed  it 
with  the  RTC;  right? 

Mr.  Ericson.  To  some  extent.  I  would  also  discuss  it  with  Mr. 
Patterson  and  others  I  was  working  with. 

Mr.  Giuffra.  If  we  could  just  very  briefly  go  through  some  of  the 
testimony  that  the  Committee  has  received  from  some  of  these  wit- 
nesses, and  this  is  testimony  that  is  not  reflected  in  your  report. 

Now  Citizens  Bank  of  Flippin  was  what,  Mr.  Ericson? 

Mr.  Ericson.  It  was  a  bank  in  Flippin  that  made  the  mortgage 
loan  on  the  Whitewater  property. 

Mr.  Giuffra.  So  that  was  the  initial  $180,000  loan;  right? 

Mr.  Ericson.  Yes. 

Mr.  Giuffra.  Mr.  Burge  testified  at  our  hearing  on  May  8th,  at 
pages  19  and  20  that  neither  Governor  Clinton  nor  Mr.  McDougal 
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had  told  him  that  the  $20,000  Whitewater  downpayment  was  bor- 
rowed from  Union  National  Bank,  and  therefore  that  the  Clintons 
and  the  McDougals  were  not  putting  any  cash  into  the  deal;  that 
it  was  a  100  percent  finance.  Is  that  something  you  would  have  at 
least  made  note  of  in  your  report,  that  testimony? 

Mr.  Ericson.  Well,  I  am  not  familiar  with  this  testimony  because 
I  have  not  seen  it.  I  think  it  occurred  after  we  finished  our  reports, 
although  I  am  not  sure  of  that.  I  think  we  did  address  the  issue 
of  the  lack  of  equity  of  the  Clintons  and  the  McDougals  in  this.  So 
that  is  something  that  we  discussed  in  the  report. 

Mr.  GlUFFRA.  Now  here  is  more  testimony  that  the  Banking 
Committee  obtained.  We  asked  Mr.  Burge  whether  it  was  the  pol- 
icy of  his  bank  and  a  sound  banking  practice  to  make  a  100  percent 
loan.  And  Mr.  Burge  said,  no.  Would  you  have  made  reference  to 
that  in  your  report? 

Mr.  Ericson.  I  might  have. 

Mr.  Giuffra.  Let's  just  look  at  Mr.  Ritter.  Mr.  Ritter  was  also 
at  Citizens  Bank  of  Flippin,  and  there  was  a  question  as  to  the  ex- 
tent of  the  Clintons'  knowledge  or  control  with  regard  to  what  was 
going  on  at  Whitewater.  In  his  testimony  before  the  Committee, 
Mr.  Ritter — and  we  can  get  you  the  actual  testimony,  but  I  will 
paraphrase  it  from  pages  34  and  35,  he  testified  that  he  had  two 
meetings  between  1979  and  1982  with  Mrs.  Clinton  and  Susan 
McDougal  where  Mrs.  Clinton  asked  several  questions  about  the 
Whitewater  loan  and  interest  rates.  Mr.  Ritter  testified  that  he  be- 
lieved that  Mrs.  Clinton  was  knowledgeable  about  the  Whitewater 
investment.  Now  that  is  something  you  would  have  wanted  to  in- 
clude in  your  report,  that  testimony? 

Mr.  Ericson.  I  would  have  probably  noted  that  in  the  report,  but 
I  would  not  have  regarded  it  as  very  material. 

Mr.  Giuffra.  Mr.  Paul  Berry.  Did  you  consider  deposing  him?  Do 
you  know  who  he  was? 

Mr.  Ericson.  That  is  not  a  name  I  recall. 

Mr.  Giuffra.  He  testified  that  Governor  Clinton  personally  ap- 
proached him  at  the  Union  National  Bank,  which  was  the  bank 
that  provided  the  $20,000  downpayment  loan,  about  making  this 
loan  on  the  Whitewater  property;  and  that  Mr.  Denton  stated  that 
he  had  been  instructed  to  make  that  loan. 

Senator  Sarbanes.  Where  are  you  referring  to  now? 

Mr.  Giuffra.  Focusing  on  pages  65  and  66  of  Mr.  Denton's  hear- 
ing testimony,  and  on  page  35  of  Mr.  Berry's  deposition. 

The  Chairman.  Why  don't  you  tell  Mr.  Ericson  and  Mr.  Patter- 
son who  Mr.  Berry  and  Mr.  Denton  were,  so  they  will  have  a  frame 
of  reference,  at  least. 

Mr.  Giuffra.  Well,  Mr.  Berry  was  a  lobbyist  for  Union  National 
Bank,  and  Mr.  Denton  was  Senior  Vice  President  &  Chief  Lending 
Officer  of  that  bank. 

The  Chairman.  So  they  were  officers,  or  they  were  working  for 
the  Union  National  Bank.  Is  that  correct? 

Mr.  Giuffra.  Yes. 

Mr.  Ericson.  Mr.  Denton  we  are  quite  familiar  with,  and  I  be- 
lieve Mr.  Patterson  talked  to  Mr.  Denton  on  numerous  occasions. 

Mr.  Giuffra.  But  you  were  not  able  to  obtain  the  testimony  from 
Mr.  Denton  that  he  had  been  instructed  by  other  persons  at  the 
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bank  to  make  the  unsecured  loan  to  Governor  Clinton  and  also  to 
Jim  McDougal,  and  that 

The  Chairman.  Let  me  interrupt.  Mr.  Patterson,  were  you  aware 
of  that? 

Mr.  Patterson.  With  respect  to  Mr.  Denton? 

The  Chairman.  Yes. 

Mr.  Patterson.  I  believe  I  was  aware  that  Mr.  Denton  had  been 
involved  in  the  loan;  yes. 

The  Chairman.  Were  you  aware  of  what  Mr.  Giuffra  just  indi- 
cated that  Mr.  Denton  testified  to  here?  Tell  him  what  Mr.  Denton 
testified  to? 

Senator  Sarbanes.  Mr.  Chairman. 

The  Chairman.  Yes. 

Senator  Sarbanes.  I  think  what  we  should  do  is  give  the  wit- 
nesses the  testimony  to  which  Mr.  Giuffra  is  making  reference. 

The  Chairman.  Certainly.  Can  we  send  that  down  to  them? 

Senator  Sarbanes.  Because,  for  example,  on  Mr.  Berry  the  ques- 
tion was: 

Question:  Just  to  close  the  loop  on  the  $20,000  loan,  so  it  is  your  memory  that 
it  was  Bill  Clinton  as  opposed  to  Mr.  McDougal  who  talked  to  you  about  the  loan, 
about  having  the  bank  make  that  loan?" 

Answer:  He  was  the  one  that — he  discussed  that  he  was  contemplating,  he  and 
Mrs.  Clinton  were  contemplating  buying  a  piece  of  property  on  the  White  River,  and 
I  said,  well,  if  you  need  to  borrow  any  money,  I  am  sure  we  would  like  to  handle 
it,  which  was  my  routine  remark  to  all  customers  that  I  had  a  responsibility  for 
when  they  expressed  a  credit  need. 

Question:  At  what  point 

Answer:  I  didn't  want  them  to  go  to  some  other  bank.  We  would  lose  their  busi- 
ness. 

Now  that  is  not  the  way  the  question  was  put  to  Mr.  Ericson  in 
terms  of  characterizing  it. 

The  Chairman.  Sure. 

Senator  Sarbanes.  It  was  put  to  Mr.  Ericson  in  terms  of  the 
Clintons  seeking  the  loan  from  Mr.  Berry;  whereas,  Mr.  Berry  is 
very  clear  that  he  sort  of  proffered  the  loan  when  he  heard  they 
might  engage  in  some  real  estate  transaction. 

So  I  think  there  may  be  a  nuance,  but  it  is  an  important  nuance, 
a  very  important  one,  and  I  think  if  Mr.  Giuffra  is  going  to  refer 
to  testimony  just  taken  recently — I  mean,  this  was  May  10,  1996, 
at  his  deposition.  Of  course,  you  had  concluded  your  report,  when, 
in  February? 

Mr.  Ericson.  The  last  report  was  February  1996. 

Senator  Sarbanes.  But  I  think  we  should  put  the  testimony  in 
front  of  them. 

Mr.  Giuffra.  You  did  not  talk  to  Mr.  Berry,  right? 

Mr.  Ericson.  That  is  true. 

The  Chairman.  So  Mr.  Berry's  testimony  speaks  for  itself,  and 
we  do  not 

Mr.  Giuffra.  We  do  not  have  to  debate  this. 

The  Chairman.  I  think  that  the  Senator  was  right  in  making 
that  observation. 

Mr.  Ericson.  If  it  saves  time,  we  can  stipulate  that  we  did  not 
talk  to  any  of  the  people  on  this  list.  There  is  no  issue  about  that. 

The  Chairman.  Well,  the  question  is,  if  you  had  known  and  had 
had  this  information,  what,  if  any,  impact  would  this  have  had  in 
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your  decisionmaking?  I  guess  that  is  the  relevance  of  asking  you 
these  things. 

Mr.  Giuffra. 

Mr.  Giuffra.  Mr.  Chairman,  if  I  could  just  sum  this  up. 

Mr.  Stephens,  you  did  not  write  these  reports;  right? 

Mr.  Stephens.  That  is  correct.  I  did  not  write  these  reports. 

Mr.  Giuffra.  You  gave  some  preliminary  comments  to  Mr.  Eric- 
son;  is  that  right? 

Mr.  Stephens.  I  gave  some  preliminary  comments  to  Mr.  Ericson 
with  regard  to  the  preliminary  report  that  I  was  provided  in  either 
late  October  or  early  November  1994.  That  was  my  last  comments 
on  any  of  these  reports. 

Mr.  Giuffra.  You  did  not  bill  any  time  in  1985  or  1986  except 
for  a  few  hours  in  January? 

The  Chairman.  1995. 

Mr.  Giuffra.  Yes,  1995  and  1996,  with  regard  to  this  matter? 

Mr.  Stephens.  That  is  correct.  I  think  I  had  3  hours  in  January 
1st,  2nd,  or  3rd  of  1995,  but  essentially  my  work  concluded  prob- 
ably in  the  fall.  Mr.  Ericson  asked  me  to  review  this  report,  or  take 
a  look  at  it  and  give  him  some  comments,  so  arguably  you  could 
say  my  work  concluded  with  those  comments. 

Mr.  Giuffra.  You  did  not  review  any  of  the  other  reports?  For 
example,  the  Rose  Report  that  was  discussed  previously — any  of 
the  Rose  Reports? 

Mr.  Stephens.  That  is  correct — neither  drafts  nor  finals — that  is 
correct;  I  was  not  asked  to  do  that. 

Mr.  Giuffra.  On  the  Supplemental  Whitewater  Report,  you  did 
not  review  any  drafts;  you  did  not  review  the  final;  is  that  right? 

Mr.  Stephens.  That's  correct. 

Mr.  Giuffra.  When  you  spoke  to  Mr.  Ericson,  you  gave  him 
some  comments,  and  those  included  one  that  you  thought  that  per- 
haps his  initial  draft  did  not  sufficiently  cover  the  range  of  fraud 
that  Mr.  McDougal  was  involved  in  at  Madison  Guaranty? 

Mr.  Stephens.  I  will  just  stand  by  my  prior  testimony  as  to  my 
comments.  I  think  it  sufficiently  stated  my  views. 

Mr.  Giuffra.  But  you  were  concerned  about  the  fact 

Senator  Sarbanes.  That  was  not  a  statement  of  your  prior  com- 
ments; correct? 

Mr.  Stephens.  That  is  correct.  That  was  a  bit  different  from  my 
prior  comments. 

Mr.  Giuffra.  You  were  concerned  about  whether  the  pattern  of 
activity  that  Mr.  McDougal  was  engaged  in  was  being  reflected  in 
the  report;  right? 

Mr.  Stephens.  Not  necessarily  Mr.  McDougal,  but  Madison  Bank 
and  the  various  real  estate  transactions  that  Madison  was  involved 
in.  My  concern  was  essentially  that  the  Whitewater  Report  not  be 
viewed  in  isolation  from  all  the  other  transactions  because  it  might 
not  provide  a  complete  picture. 

Mr.  Giuffra.  And  with  regard  to  the  Whitewater  transaction, 
you  were  concerned  that  the  report  did  not  appear  to  take  into  ac- 
count sufficiently  what  appeared  to  be  a  difference  in  the  equity 
input  into  Whitewater  by  the  Clintons  and  the  McDougals;  right? 

Mr.  Stephens.  Yes,  in  a  general  way.  I  think  it  didn't  really 
focus  on  whether  or  not  there  would  be  any  issue  of  potential  liabil- 
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ity  that  would  arise  from  that  difference  of  participation  with  the 
same  potential  benefit  between  the  parties. 

Mr.  GlUFFRA.  You  thought  that  the  report,  the  draft  you  saw,  fo- 
cused too  much  on  accounting  issues  and  not  enough  on  witness 
interviews? 

Mr.  Stephens.  That  was  my  general  sense — I  conveyed  that  it 
would  be  helpful  and  instructive  to  interview  witnesses.  I  believe 
witnesses  add  a  lot  to  a  document  case,  and  it  is  very  difficult  to 
draw  inferences  from  documents. 

It  is  easier  if  you  have  some  witnesses'  testimony.  There  may  be 
reasons  why  you  cannot  interview  witnesses,  in  which  case  obvi- 
ously then  you  can't;  but  if  you  can,  I  think  it  is  obviously  helpful, 
and  those  witnesses  should  be  interviewed. 

Mr.  GlUFFRA.  And  at  least  during  the  period  you  worked  on  this 
matter,  the  RTC,  the  client,  was  very  hands-on;  right? 

Mr.  Stephens.  With  regard  to  my  work,  I  would  think  that  is  a 
fair  characterization. 

Mr.  GlUFFRA.  Mr.  Ericson,  you  would  agree  that  they  were  a  fair- 
ly active  client;  right? 

Mr.  Ericson.  Yes.  In  this  matter,  and  in  every  matter  I  have 
ever  worked  with  the  RTC  on,  I  would  agree. 

Mr.  GlUFFRA.  Thank  you. 

The  Chairman.  Senator  Sarbanes. 

Senator  Sarbanes.  I  yield  to  Mr.  Ben-Veniste. 

The  Chairman.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  In  connection  with  that  "hands-on"  nature  of 
the  client  relationship,  if  there  is  any  suggestion  that  means  that 
you  were  told  to  reach  a  specific  conclusion,  or  told  not  to  interview 
a  particular  witness,  let  me  give  you  the  opportunity  to  respond. 

Mr.  Patterson. 

Mr.  Patterson.  We  were  never  told  that.  Had  we  been  told  that, 
I  assure  you  we  would  have  not  had  acceded  to  that. 

Mr.  Ben-Veniste.  Mr.  Ericson. 

Mr.  ERICSON.  I  agree  with  what  Mr.  Patterson  said. 

Mr.  Ben-Veniste.  Now  to  Mr.  Hitter's  testimony,  Mr.  Berry's  tes- 
timony, and  Mr.  Denton's  testimony,  with  respect  to  the  making  of 
the  $20,000  loan  to  the  Clintons  and  the  McDougals  that  was  unse- 
cured which  was  used  for  a  downpayment  on  the  purchase  of  the 
original  Whitewater  tract  back  in  1978,  the  testimony  is  that  unse- 
cured loans  were  made  regularly  by  these  banks.  They  were  quite 
interested  in  getting  the  Clintons  to  become  customers  of  the 
banks,  and  offered  and  volunteered  the  opportunity  to  lend  them 
money.  They  had  a  prior  lending  relationship  with  Mr.  McDougal 
which  was  a  quite  satisfactory  one.  In  the  context  of  all  that,  does 
that  information  add  or  subtract  from  the  conclusions  that  you 
reached? 

Mr.  Ericson.  No,  it  really  doesn't. 

I  would  like  to  add  one  further  thing.  1978  is  4  years  before 
McDougal  bought  Madison  Guaranty,  so  there  is  no  nexus  whatso- 
ever between  that  and  any  possible  injury  to  Madison  Guaranty. 

Mr.  Ben-Veniste.  Of  course.  And  even  if  the  financing  had  oc- 
curred while  Mr.  McDougal  had  a  controlling  interest  in  Madison 
Guaranty,  that  would  not  affect  a  conclusion  about  whether  the 
Clintons  were  passive  investors  or  hands-on  investors?  This  was 
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obtaining  the  financing  for  the  investment,  as  compared  with  man- 
aging the  investment.  Is  that  correct? 

Mr.  Ericson.  Again,  I  have  not  read  this  testimony.  I  have  lis- 
tened to  various  of  you  describe  the  testimony,  but  if  I  take  as  ac- 
curate your  description  of  the  testimony  I  would  say  it  would  affect 
none  of  our  conclusions. 

Mr.  Ben-Veniste.  Indeed,  the  question  of  how  money  was  ob- 
tained to  go  into  an  investment  prior  to  the  inception  of  the  busi- 
ness of  that  investment  would  not  affect  whether  an  individual  was 
hands-on  in  running  the  business  that  was  invested  in? 

Mr.  Ericson.  I  think  that  is  true. 

Mr.  Ben-Veniste.  It's  pretty  elementary  stuff. 

If  we  could  put  up  the  chart  to  address  this  point,  again,  since 
it  has  been  brought  up  about  Mr.  Ward.  First,  the  conclusion  that 
you  reached,  Mr.  Ericson,  about  Mr.  Ward  being  a  straw  man,  and, 
of  course,  that  issue  was  the  subject  of  a  civil  trial  in  Little  Rock 
back  in  1987. 

Mr.  Ericson.  Not  really.  The  transaction  was  the  subject  of  a 
civil  trial,  but  the  issue  in  that  trial  was  whether  he  was  entitled 
to  certain  commissions.  So  far  as  I  could  tell — and  I  have  read  the 
transcript  of  the  trial,  and  I  have  talked  to  trial  counsel  for  Madi- 
son Guaranty — the  issue  of  him  being  a  straw  or  not  being  a  straw 
entered  that,  if  at  all,  only  very  tangentially. 

Mr.  Ben-Veniste.  Tangentially.  And  because  the  parties  them- 
selves did  not  think  it  was  terribly  relevant? 

Mr.  Ericson.  That's  right. 

Mr.  Ben-Veniste.  Let's  look  at  your  conclusions: 

[WJhile  Mrs.  Clinton  drafted  the  May  1,  1986  option,  nothing  proves  she  did  so 
knowing  it  to  be  wrong,  the  circumstances  of  the  work  point  strongly  toward  inno- 
cent explanations,  and  the  theories  that  tie  this  option  to  wrongdoing  or  to  the 
straw-man  arrangements  are  strained  at  best. 

Now  is  there  anything  that  has  occurred  since  you  came  to  that 
conclusion  in  February  of  this  year  that  would  make  you  modify  or 
change  that  conclusion,  Mr.  Ericson? 

Mr.  Ericson.  No. 

Mr.  Ben-Veniste.  Mr.  Patterson. 

Mr.  Patterson.  No. 

Mr.  Ben-Veniste.  Further: 

[l]t  is  doubtful  that  the  option  caused  any  harm.  It  was  never  exercised.  It  did 
not  cover  up  anything,  nor  did  it  prevent  the  FHLBB  examiners  from  roundly  criti- 
cizing the  IDC/Castle  Grande  Project  in  their  1986  Report  of  Examination.  While 
it  became  an  issue  in  Ward  v.  Madison,  neither  Ward's  counsel  nor  Madison  Guar- 
anty's counsel  thinks  it  was  very  important  to  the  result,  and  a  review  of  the  trial 
transcript  leads  to  the  same  conclusion. 

Again,  simply  carrying  forward  the  point  that  you  had  just  made 
that  you  had  talked  to  the  people  involved  and  had  come  to  this 
conclusion  on  the  basis  of  accumulating  the  facts. 

Mr.  Ericson.  Yes. 

Mr.  Ben-Veniste.  Of  course,  you  looked  at  the  Bank  Examiners 
Reports  in  response  to  an  earlier  question  that  suggested  that  you 
might  not  have  done  so,  and  it  is  quite  clear  from  your  earlier  re- 
sponses and  from  the  conclusion  here  stated  that  you  looked  at  the 
Bank  Examiners  Reports.  Indeed,  I  believe,  interviewed  the  Bank 
Examiners? 
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Mr.  Ericson.  Yes.  In  fact,  that  was  one  of  the  very  first  things 
we  did  in  this  investigation  back  in  February  1994,  was  look  at  the 
Bank  Examiners  Reports  and  we  made  constant  reference  to  them 
throughout  the  investigation. 

Mr.  Ben-Veniste.  Now  when  did  it  appear  clear  or  apparent  that 
the  Clintons  had  not  engaged  in  any  wrongdoing  in  the  course  of 
when  you  went  through  this  material?  Would  that  have  been  by 
the  first  draft  of  the  Whitewater  Report  that  we  have  talked  about? 

Mr.  Ericson.  I  have  a  little  difficulty  with  the  question  as  it  is 
phrased.  I  worked  on  different  parts  of  this  at  different  times 

Mr.  Ben-Veniste.  With  respect  to  Whitewater. 

Mr.  Ericson.  With  respect  to  Whitewater. 

Mr.  Ben-Veniste.  Right. 

Mr.  Ericson.  I  certainly  was  of  the  view  that  there  was  no  case 
to  be  brought  against  the  Clintons  as  of  the  time  I  prepared  the 
first  draft. 

Mr.  Ben-Veniste.  And  that  was  the  draft  that  Mr.  Stephens  re- 
viewed? 

Mr.  Ericson.  Yes.  Well,  he  reviewed  several  drafts,  as  I  think  he 
has  testified,  and  I  certainly  will  testify,  but  that  was  the  first  one 
he  reviewed. 

Mr.  Ben-Veniste.  What  were  the  other  drafts  that  Mr.  Stephens 
reviewed? 

The  Chairman.  Mr.  Stephens,  were  you  going  to  say  something? 

Mr.  Stephens.  I  was  just  going  to  add,  that  does  not  comport 
with  my  memory.  I  reviewed  one  draft  of  the  report,  if  I  remember 
correctly,  in  early  November. 

The  Chairman.  Mr.  Ericson. 

Mr.  Ericson.  Let  me  put  it  this  way.  I  only  recall  discussing 
with  Mr.  Stephens  the  first  draft.  I  believe  I  sent  him  one  or  two 
later  drafts,  and  I  think  his  timesheets  reflect  that  he  at  least 
briefly  may  have  looked  at  one  or  two  of  the  later  drafts,  but  I  don't 
think  that  he  and  I  ever  discussed  them. 

Mr.  Ben-Veniste.  Was  there  any  effort  to 

Mr.  Stephens.  May  I  respond  to  that?  That  would  probably  ac- 
count for  the  3  hours  in  January  of  1995.  There  may  have  been  a 
second  draft  that  I  spent  3  hours  looking  at  at  one  point. 

Mr.  Ben-Veniste.  After  looking  at  that  draft,  apparently  you  did 
not  convey  any  further  comments  to  Mr.  Ericson? 

Mr.  Stephens.  I  do  not  think  I  finished  reading  that  draft,  if  I 
remember  correctly.  Three  hours  probably  would  not  have  been  suf- 
ficient to  read  it. 

Mr.  Ben-Veniste.  So  you  read  it,  billed  for  it,  and  put  it  down? 

Mr.  Stephens.  I  didn't  read 

Mr.  Ben-Veniste.  You  didn't  finish  it. 

Mr.  Stephens.  Right.  Mr.  Ericson  didn't  ask  for  any  comments. 

Mr.  Ben-Veniste.  You  billed  $600  bucks  for  partially  reading  the 
report;  is  that  right? 

Mr.  Stephens.  I  read  part  of  the  report  for  3  hours  and  did  not 
provide  any  comments.  I  was  not  asked  for  any  comments,  and  it 
did  not  seem  that  any  comments  were  appropriate  in  that  cir- 
cumstances. 

Mr.  Ben-Veniste.  Did  anyone  prevent  you  from  giving  any  com- 
ments you  might  have  had? 
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Mr.  Stephens.  It  was  not  my  role  in  the  engagement  at  that 
point  in  time  to  volunteer  comments  because  I  did  not  have  a  fac- 
tual predicate  upon  which  to  base  those  comments. 

Mr.  Ben-Veniste.  Did  anyone  prevent  you  from  volunteering  any 
comments,  Mr.  Stephens?  Anyone  from  the  RTC?  Anyone  from  the 
firm  of  Pillsbury  Madison  &  Sutro,  or  anyone  else  on  the  planet? 

Mr.  Stephens.  Well,  in  fact  the  RTC  asked  me  to  read  all  the 
reports  when  the  reports  were  filed  in  December.  I  declined  to  do 
that  because  I  had  not  been  involved  in  the  engagement.  I  thought 
it  was  improper  and  inappropriate  for  me  to  review  those  reports 
simply  so  the  RTC  could  have  my  imprimatur  on  those  reports. 

Mr.  Ben-Veniste.  Did  anyone  prevent  you  from  providing  any 
comment  on  the  reports  that  Mr.  Ericson  sent  you? 

Mr.  Stephens.  I  was  not  "prevented"  from  doing  something,  Mr. 
Ben-Veniste,  but  in  the  dynamic  of  how  the  engagement  was  struc- 
tured, it  certainly  wasn't  something  that  I  would  reach  out  and  do 
my  own  private  investigation  and  then  provide  comments  to  Mr. 
Ericson  and  Mr.  Patterson. 

If  they  had  wanted  my  comments,  if  they  had  asked  me  to  review 
certain  materials,  if  they  had  wanted  me  to  look  at  the  predicate 
to  review  those  reports,  I  probably  would  have  responded  to  that, 
as  I  did  earlier,  that  I  will  do  anything  you  want  me  to  do  to  assist. 
But  it  really  wasn't  appropriate  for  me  to  reach  out  and  start  pro- 
viding comments  based  on  suppositions  that  I  might  read  in  press 
accounts  or  something. 

Mr.  Ben-Veniste.  Well,  you  weren't  exactly 

Senator  Sarbanes.  Why  did  you  bill  the  RTC  for  partially  read- 
ing a  report? 

Mr.  Stephens.  I  billed  them  because  at  that  point  there  was  a 
question  of  whether  I  should  review  this  report.  It  probably  was 
sent  to  me  by  Mr.  Ericson.  At  some  point  it  was  apparent  that  no- 
body was  going  to  ask  me  for  comments,  so  I  just  stopped  reading 
the  report. 

Mr.  Ben-Veniste.  So  it  was  your  view 

Mr.  Stephens.  Mr.  Ericson  could  have  written  it  off,  if  he  had 
wanted  to. 

Mr.  Ben-Veniste.  So  you  were  just  sort  of  passive  there,  that  the 
people  had  to  ask  you  for  comments  for  you  to  give  any.  Did  anyone 
ask  you  for  comments  the  first  time  you  gave  the  comments? 

Mr.  Stephens.  In  November,  yes.  Mr.  Ericson  in  a  casual  way, 
said,  would  you  take  a  look  at  this  and  give  me  your  thoughts,  give 
me  any  thoughts  you  have,  or  ideas  you  have. 

Mr.  Ben-Veniste.  And  then  when  you  got  the  second  draft,  you 
thought  that  those  instructions  were  inoperative  and  that  you 
ought  not  to  give  any  comments  if  you  had  any? 

Mr.  Stephens.  It  may  be  that  there  were  no  comments  asked  for 
in  the  second  draft.  I  got  it,  started  reading  it,  and  realized  that 
there  was  no  reason  for  me  to  read  this.  Maybe  it  would  have  been 
appropriate  for  me  to  write  that  time  off. 

Mr.  Ben-Veniste.  Did  you  have  any  comments? 

Mr.  Stephens.  I  don't  remember  what  that  report  said. 

Senator  Sarbanes.  I  am  not  sure  why  you  billed  for  it  under  the 
facts  your  are  outlining  for  us. 

Mr.  Stephens.  Pardon? 
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Senator  Sarbanes.  It  is  not  clear  to  me  why  you  billed  time. 

Mr.  Stephens.  I  spent  3  hours  reading  that  report. 

Senator  Sarbanes.  I  understand  that,  but  why  did  you  bill  for 
it  on  the  basis  of  what  you  are  now  telling  us? 

Mr.  Stephens.  I  spent  the  time  on  the  client  matter.  I  reviewed 
or  read  the  report  for  3  hours,  and  I  think  it  was  appropriate.  If 
the  billing  partner  did  not  see  any  value  in  that,  it  was  his  option 
of  course  to  write  that  time  off. 

Mr.  Ben-Veniste.  Of  course,  he  would  not  know  that  you  did  not 
regard,  having  been  sent  the  draft  as  an  invitation  to  comment? 

Mr.  Stephens.  It  was  his  report.  He  was  the  billing  partner. 

Mr.  Ben-Veniste.  Mr.  Ericson,  what  was  the  purpose  of  sending 
that  report? 

Mr.  Ericson.  You  know,  I  don't  have  any  specific  recollection.  I 
think  I  just  sent  Jay  a  draft  in  case  he  had  any  comments  or  sug- 
gestions for  me,  and  I  probably  just  put  it  in  an  envelope  and  sent 
it  to  him.  And,  when  I  didn't  hear  back,  I  assumed  he  had  nothing 
of  substance  to  pass  along  and  didn't  think  any  more  of  it. 

Mr.  Ben-Veniste.  That  seems  pretty  straight-ahead.  And  then  if 
I  understand  your  comments,  Mr.  Stephens,  when  a  client  asks  you 
specifically  to  review  the  reports  later  on,  you  decline  to  do  so?  So 
then,  rather  than  anyone  telling  you  not  to  do  something,  you  were 
invited  to  comment  and  you  declined  to  do  so  because  you  had  not 
participated 

Mr.  Stephens.  If  I  remember  correctly  in  December  1995,  shortly 
before  the  Pillsbury  Reports  were  filed  with  the  RTC,  the  client 
called  one  of  my  partners  and  asked  that  I  review  these  reports. 
The  client  apparently  was  concerned  that  I  might  differ  with  them, 
or  that  the  client — I  don't  know  all  the  client's  reasoning — wanted 
my  blessing,  somehow  or  other,  so  that  there  would  be  no  differ- 
ences of  views  about  these  reports. 

We  discussed  that,  Mr.  Ericson,  Mr.  Patterson,  and  I.  I  said  I 
thought  it  was  inappropriate.  I  did  not  have  the  factual  predicate. 
It  did  not  seem  appropriate  for  me  to  go  back  and  get  up  to  speed 
on  the  entire  factual  predicate  simply  to  review  the  report  from  the 
RTC.  I  felt,  frankly,  it  was  inappropriate  to  ask  me  to  read  those 
reports.  As  a  consequence,  I  declined. 

I  think  Mr.  Patterson  discussed  that  matter  with  the  client  and 
advised  the  client  that  the  better  part  of  discretion  here  would  be 
that  there  was  no  reason  to  involve  me  in  reading  those  reports  or 
to  get  my  imprimatur  on  those  reports. 

Mr.  Ben-Veniste.  Mr.  Patterson,  what  is  your  recollection? 

Mr.  Patterson.  I  think  that  is  substantially  correct,  Mr.  Ben- 
Veniste.  The  client  had  asked — I  think  it  wasn't,  did  not  ask  for 
Jay's  imprimatur  on  the  reports,  but  rather  asked  if  Jay  was  "all 
right"  with  these  reports;  and  could  I  ask  that  he  review  them  so 
they  would  know  what  his  position  was.  Jay  declined  to  do  so;  felt 
that  he  did  not  want  to  do  so.  I  called  the  client  back  and  said, 
that's  what  the  situation  was.  They  said,  no  problem. 

Mr.  Ben-Veniste.  Did  Mr.  Stephens  at  any  time  during  this  time 
period  indicate  to  you  that  he  took  issue  with  the  conclusions  that 
were  reached  in  the  draft  reports? 

Mr.  Patterson.  No,  he  did  not. 

Mr.  Ben-Veniste.  Mr.  Ericson. 
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Mr.  Ericson.  No. 

Mr.  Ben-Veniste.  Indeed,  Mr.  Stephens,  you  did  not  take  issue 
with  the  conclusions  that  were  reached  because  you  claim  you 
didn't  have  the  basis? 

Mr.  Stephens.  That  is  correct.  I  did  not  have  a  basis  to  comment 
appropriately  on  these  reports. 

The  Chairman.  Let  me  ask  you.  Who  was  "the  client"?  Who  at 
the  end  called  and  said,  how  does  Jay  Stephens  feel  about  this,  or 
whatever  he  or  she  said,  and  you  can  use  your  own  words? 

Mr.  Patterson.  Mark  Gabrellian  would  have  called  me  and 
asked  if  Jay  was  all  right  with  all  of  these  reports,  and  would  have 
asked  me — or  it  could  have  been  Bruce  and  I  both — whether  Jay 
could  review  the  reports.  We  talked  to  Jay.  He  declined  to  do  so. 
We  advised  the  client,  and  that  was  the  end  of  it. 

The  Chairman.  Mr.  Stephens,  you  felt  that  this  would  be  putting 
your  imprimatur  on  this  without  having  had  the  opportunity  to 
really  be  involved  in  the  product  itself? 

Mr.  Stephens.  I  think  we  all  agreed  that  the  individuals  who 
had  written  the  reports,  who  had  done  the  vast  majority  of  the  in- 
vestigation, they  should  review  those  reports;  that  it  would  be 
somewhat,  simply  a  perceptional  exercise  for  me  to  review  those  re- 
ports; and  that  it  really  was  not  a  fair  use  of  the  time  and  that 
it  really  was  not  appropriate  to  proceed  that  way. 

Mr.  Ben-Veniste.  Did  anyone  withhold  from  you,  Mr.  Stephens, 
the  reports  of  interviews,  depositions,  or  other  materials  associated 
with — had  you  made  any  request  to  review  materials  that  was 
turned  down? 

Mr.  Stephens.  No,  Mr.  Ben-Veniste,  but  in  the  context  of  doing 
a  matter,  it  would  be  rather  unusual,  frankly,  for  the  partner  down 
the  hall  from  me  to  make  that  same  request:  Can  I  see  the  deposi- 
tions, and  the  interview  notes. 

While  I  was  assigned  to  the  matter,  frankly  I  wasn't  doing  any 
work  on  it  of  any  substance  certainly  after  November  1994,  and  it 
would  have  seemed  rather  strange  for  me  to  reach  out  and  say, 
give  me  all  those  interview  notes,  I  want  to  do  my  own  little  inves- 
tigation. I  think  that  would  have  been  inappropriate  in  the  context 
of  the  dynamic  of  the  way  it  was  staffed.  Mr.  Ericson  and  Mr.  Pat- 
terson are  both  very  talented  and  very  experienced,  and  they  had 
conducted  the  investigation.  It  seemed  rather  inappropriate  for  me 
to  reach  out  and  try  to  do  my  own  investigation. 

Mr.  Ben-Veniste.  The  bottom  line  is  that  you  did  not  make  any 
request,  and,  therefore,  nobody  turned  you  down. 

Mr.  Stephens.  I  think  you  are  trying  to  characterize  it  unfairly. 
I  stand  by  my  comments. 

Mr.  Ben-Veniste.  So,  if  I  were  going  to  characterize  this  from  a 
standpoint  of  you  distancing  yourself,  I  certainly  could  think  of 
things  much  more  extensive  than  have  been  brought  forward  here, 
Mr.  Stephens. 

Thank  you. 

The  Chairman.  We  could  go  on  and  on  and  on.  I  have  to  tell  you, 
though,  this  last  matter  I  think  takes  on  a  certain  light  in  terms 
of  how  some,  indeed,  without  Mr.  Stephens  having  signed  off,  so  to 
speak,  on  this  report,  have  used  the  fact  and  have  even  character- 
ized this  report  as  one  being  headed  by  Mr.  Stephens. 
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It  would  appear  that  there  was  an  attempt  to  get  his  stamp  of 
approval  as  it  related  to  the  work  product  that  eventually  became 
the  report.  As  a  matter  of  fact,  to  read  the  report,  not  even  the 
work  product,  I  think  Mr.  Stephens  has  given  his  testimony  as  to 
what  he  felt  would  have  been  necessary,  and  that  would  not  have 
been  appropriate.  Indeed,  you,  Mr.  Patterson,  Mr.  Ericson,  and  Mr. 
Stephens,  discussed  it.  Was  that  right? 

Mr.  Patterson.  That's  correct. 

The  Chairman.  See,  I  don't  know  whether  or  not  the  RTC  was 
attempting  to  get  a  situation  where  there  could  be  no  correction, 
if  Mr.  Stephens  read  this;  just,  you  know,  after  all  then  he  agrees. 
He  agrees  with  what  happened,  how  it  was  done,  how  it  was  con- 
ducted, in  the  "Stephens  Report." 

Look,  we  could  go  back  and  forth  on  this.  I  believe  that  all  of  you 
have  been  straightforward  and  candid.  Mr.  Patterson,  Mr.  Ericson, 
and  Mr.  Stephens,  we  thank  you  for  coming  in  and  attempting  to 
explain  what  you  attempted  to  do  in  this  report,  what  the  report 
did,  what  its  conclusions  were,  and  how  you  arrived  at  them. 

Anything  as  extensive  and  as  controversial  as  these  matters,  and 
where  subjective  views  from  people  enter  in,  you  are  always  going 
to  have  people  who  are  going  to  second  guess.  That  is  not  our  role 
here.  Our  role  was  to  determine  what  you  did  do,  and  the  interpre- 
tations and  the  spins  that  various  people  place  on  these  reports 
that  certainly  don't  reflect,  necessarily,  what  your  conclusions  were 
or  what  you  meant  by  them.  So  I  think  that  is  a  fair  statement. 

Let  me  comment  at  this  time  with  respect  to  two  witnesses.  Mr. 
Hale,  the  potential  of  examining  him,  we  are  sending  a  letter  out 
to  his  lawyer  suggesting  a  time  of,  I  believe,  next  Friday  in  order 
to  depose  him;  and  the  following  Wednesday,  June  4th  because  of 
the  recess,  for  possible  public  testimony. 

In  addition,  we  have  been  informed  by  Mr.  Watkins'  lawyer  that 
he  is  still  under  a  doctor's  care  and  I  will  let  Counsels  speak  to 
that,  about  what  if  anything  we  will  do  about  that. 

Again,  I  want  to  thank  the  witnesses  for  appearing,  and  I  want 
to  thank  them  for  their  candor. 

We  stand  in  recess. 

Mr.  Ericson.  Thank  you,  Mr.  Chairman. 

Mr.  Patterson.  Thank  you,  Mr.  Chairman. 

Mr.  Stephens.  Thank  you,  Mr.  Chairman. 

[Whereupon,  at  12:47  p.m.,  on  May  17,  1996,  the  hearing  in  the 
above-entitled  matter  was  recessed,  to  reconvene  subject  to  the  Call 
of  the  Chair.] 

[Appendix  supplied  for  the  record  follows:] 
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r  o»'iCi»  or 


PILLS8URY  MADISON  &  SUTRO 

»um  <  >oo 


OUMQI    COUN" 


223  Buib  Street 
Telephone:   (415)983-1560 
Telecopier   (415/477-4801 


rk  Gabrellian,  Esq. 
kior  Counsel 

solution  Trust  Corporation 
jfessional  Liability  Section 
H  Stree-:,  N.w. 


Resolution  Trust  Corporation  -  Investigation  ot 
Madison  Guaranty  SfcLA,  Little  Rock,  Arkansas 
Case  Plan  and  Budget 


equested,  I  enclose  a  case  plan  and  budeet  for  this 

eedless  to  say,  many  things  remain,  ascertain  (such 

ts  that  may  or  may  not  become  available  in  Little 

t/we  have  done  the  best  we  can  to  plan  a  realistic  anc 
tlve  investigation. 


Very  truly  yours, 


Bruce  A.  Ericson 


:ci   Mr.  Charles  E.  Patterson  w/enc. 
Mr.  Jay  B.  Stephens  w/enc. 
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PILLS  BURY  MADISON  ft  SUTRO 
M-B-M-O-R-A-M-Ii  0  M 


DATEi 


File: 


Hark  Gabrellian 
Senior  Counsel 
RTC 

Charles  E.  Patterson 
Jay  B.  Stephens 
Bruce  A.  Ericson 

Case  Plan  and  Budget  for  Investigation  of  Madison 
Guaranty  Savings  fc  Loan  Association,  Little  Rock, 
Arkansas 


and 


itivs 


c    -o   '-i-i.    ,cia-=   r--..   =.r_    .^v.je:    for   the    investica: 

i  hiic-    .:'    this    .r.atrsf.      Tha    :lafi    runs    through   June    3C,"l9?4, 
That   is    the  date  on  which  our    recommendations    (and,    if         / 
appropriate,    draft  Authority   to   Sue  memorandum   and   draft 
Complaint)    are  due.      This   plan   and  budget  does   not  cover/ actual 
litigation,    if   a  case   is    filed. 
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i. 


CASE  PLAN. 


A.    Overview.   _____ . 

/  We  think  the   investigation  should  breax~down  into  thkee 
discrete  subject  matter  areas:   real  estate  dea^s.;  check  k\ting; 
and  overai-I  pattern  and  practice  of  misconduct.    x^       \ 

'       /  \      \ 

The  real  estate  deals  include  Castle  Grande,  Castle  Water  6 

Sewer  Company,  Campobello,  Maplecreek  Farms,  Goldmine  Springs, 

'  1308  Main  and  13th  and  Main  (and  possibly  others,  such  as  Eden 

/'  Park/i  Brittany  Point  and  Pair  Oaks).   Issues  include  self^-    \ 

dealing,  fraudulent  conveyances  at  inflated  values  (land  slips] 

and/  improper  and  excessive  payments  to  affiliates  and  cronies. 

To  /the  extent  they  may  rise  to  the  level  of  intentional 

misconduct,'  issues  also  include  regulatory  violations, 

violations  of  the  1984  Supervisory  Agreement  and  the  1986  Ceaa« 

and  Desist  Order,  and  other  unsafe  and  unsound  practices  that 

appear  (a)  to  be  intentional  and  (b)  to  have  resulted  in 

substantial  losses  to  -he  institution  cr  personal  gain.     I 


■A 


about 


\  :rA    ir.z:  r-a*. ion  5-_~.  forth  in  "he  cr:.? 
to  involve  approximately  12  entities.   Here  too  a  major  q)4esti.-.-i 


:he  check  kite,  apart/ f rem 
.r.il  referral.   II  r;k:-:/s 


is  whether  the  kite,  even  if  proved,  resulted  in  substantial 


losses  to  the  institution  or  personal  gain. 


/ 


/ 


\   Finally,  the  issue  of  overall  patterns  and  practices  ar/ises 
for  several  reasons:   First,  regardless  of  the  types-  of  clai 
that  may  be  asserted,  we  need  to  demonstrate  that,  any  wrong! 
conduct  that  occurred  was  intentional  misconduct,  and  not  an\ 


that  may  be  asserted,  we  need  to  demonstrate  that,  any  wrongful 
conduct  that  occurred  was  intentional  misconduct,  and  not  an> 
isolated  incident  or  inadvertent  error.   Second,  soma  of  the 


a lleged\ wrongful  conduct  is  not  specific  to  any  one  deal. 
Third,  wexjnay  wish  to  consider  asserting  civil  RICO  claims  and, 
if  so,  we  will  need  to  establish  a  "pattern  of  racketeering 
activity"  within  the  meaning  of  18  U.S.C.  SS  1961(1),  (5). 


B. 


Real  estate  deals. 


These,  by  their  very  nature,  are  document- intensive.   They 
also  are  the  subject  of  previous  investigations  (e.g.,  Gerrish) 
and  previous  litigation  (e.g.,  the  McDouqal  criminal  case  and 
the  Dixie  Continent,  Piles,  frost  k   Company,  Hale,  Bill  Henley, 
-Tucker,  Ward  and  Whitener  civil  cases) .   To  avoid  reinventing 
he  wheel,  we  need  to  start  by  reviewing,  understanding  and 


1    The  applicable  statutes  of  limitations  probably  limit  us  t 
suOh^claims.  The  statutes  applicable  to  negligence  and  gr^oss 

negligence  apparently  have  expired-: — See  12  U.S.C: \ 

S  1441a(b) ( 14) ,  as  modified  by  the  Resolution  Trust  Corporation 
Completion  Act  of  1993,  Pub.  L.  No.  103-204,  107  Stat.  2369,\and 
by  section  4  of  the  emergency  earthquake  relief  act  signed 
February  12,  1994. 


1  iswo 
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thoroughly  analyzing  the  very  extensive  documentary  record  oi 
these  matters,  both  for  what  assistance  it  offers  us  ("e.g., 
collections  of  key  dgciimetrtsr^iTrterviejcjiotes)  and  for  what 
problems  it  presents^  e.g.  ,  possible  preclusive  effect  of\ 
previous  settletnent  agreements  and  releases).^ 

/    We  propose  to  assign  a  team,  typically  consisting  of  a 
estate  transactional  lawyer  and  a  litigator,  to  eachNpf  thes< 
matters/,  as  follows: 


eal 


./. 


/' 


Castle  Grande  and  Castle  Water  &  Power. 


/  Document  volume  and  location; 


/       O.C.t   Ward  litigation  (three  boxes);  portions  ol 
/  Gerrish  and  Ingersoll  i   Bloch  reports  (10  boxes  and 
|   growing);  portions  of  the  OTS  files  (eight  boxes). 

!  i 

F.C:   Aporoximately  64  files,  of  which  27  appear)  to 
bs  -.h«  -ci:  per._ner;c. 

I  / 

\  Lirtie  RocK:   (Jnicr.cwn.  /    , 

\    \  Potential  witnesses  or  defendants:   Lisa  Aunspaugh;  Georc 
Bettys  1  Steve  Cuffman;  William  Darby;  Don  Denton;  Paul  Eckert; 
Davis  Pitzhugh;  J.  William  Pulbright;  David  Hale;  Dvighf  Harlan; 
David  Henley;  James  Henley;  Larry  Kuca;  John  Latham;  James 
McDougal;  Susan  McDougal;  Mitchell  law  firm;  Robert  Palmer; 


Castle  Sewej 
fraud  (Ward) 


Charles  Peacock  III;  R.  D.  Randolph;  Jim  Guy 
Preddie  Whitener;  and  Bob  Wilson. 

Bsues)   Legislative  and  re_ 
and  Water  Company;  backdating 


cker;  Si 


effect  of  settlements  and  releases. 


atory  issues  re 

of  docufflflnfff;  t*x ' 


PM&S  team i   John  Garrett;  Louis  Raymond;  Michael  Pinnegan. 

2 .    Campobello,  Maplecreek. 

Document  volume  and  locationt 

D.C.:   Portions  of  Gerrish  and  Ingersoll  &  Bloch 

reports  (10  boxes  and  growing);  portions  of  the  OTS  files 
(eight  boxes) .  \  \ 

K.C.i   Approximately  214  files,  of  which  89  appear  to 
be  the  most  pertinent.  \  \ 

Little  Rockt   Unknown.  / 


Potential  witnesses  or  defendants!   Lisa  Aunspaugh;  George 
Betts;  Eugene  Pat  Harris;  David  Henley;  James  Henley;  Larry 
Kuca;  James  McDougal;  Susan  McDougal;  Robert  Palmer;  Charles 
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Peacock  III;  R.  D.  Randolph;  Sasaki  Associates;  Chris  Wade;  and 

Bob  Wilson. 


/ 


/  Special  lasijgari   Heightened  dif  f  icurty^of  proving 
intentional  misconduct  with  respect  to  theseearly  (pre- 
Sidpervisory  Agreement)  deals;  violation  of  Interstate  LandXSales 
Yet  (Cajnpobello)  ;  file-stuffing  (Maplecreek) . 

PM&S  team;   Chris  Curtis;  Vicki  Randall;  Kent  Gosl 

/3.    1308  Main,  13th  &  Main,  Goldmine  Springs,  EdenN 
/      Park,  Brittany  Point  and  Fair  Oaks, 

/   Document  volume  and  location: 

/        D.C.i   None,  other  than  a  few  memoranda,  such  as  three 
I   criminal  referrals  and  the  exhibits  thereto. 

K.C.:   Approximately  62  files,  of  which  23  appear]  1 

Little  Reck:   ('".known. 

Potential  witnesses  or  defendants;   Lisa  Aunspaugh;  ^ugeiie 
Pat\ Harris;  Bill  Henley;  James  McDougal;  Susan  McDougal ; /Jim /kiy 
Tucker;  Freddie  Whitener;  and  Greg  Young. 

PM&S  team i   John  Garrett;  Faith  Kelly. 

Check  kiting. 

ociiment  volume  and  locationi 


.C.i   None,  other  than  several 
the  exhibits  thereto. 

K .  C .  t   Unknown . 


referral  and 


Little  Rocks   Unknown,  but  we  understand  that  most 
documents  relevant  to  this  topic  should  be  in  Little  Rock, 
perhaps  in  the  hands  of  the  special  prosecutor. 

Potential  witnesses  or  defendants!   Bill  Clinton;  Hillary 
^Clinton;  J.  William  Fulbright;  James  McDougal;  Susan  McDougal; 
len  A.  Smith;  Jim  Guy  Tucker.  \\ 

PM&S  team;   Kathleen  Collins;  Ethan  Feffer;  Marvin, Bartel . 

D.   Overall  patterns  and  practices. 


Appraiser  malpractice. 

The  appraisal  work  performed  by  George  Betts  and  Robert 
Palmer  appears  to  be  seriously  deficient  and  possibly  the  result 


_^ 
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of  intentional  misconduct.   Possible  hurdles  here  may  Include 
statutes  of  limitations  and,  at  least  in  the  case  of  George 
Setts'',  an  inability  to_pay-any— ^udg»ent(Betts  went  through  a 
chapter  7  bankruptcy f7  Still,  the  apprairsers^  could  prove\to  be 
useful  witnessed. 


/ 


/ 


^Title  company  wrongdoing. 


Madison  Guaranty  set  up  its  own  captive  title  company, 
Quapay  Title,  using  two  employees  lured  from  Mid-South  Title 
(Clack  and  Tanner).   Quapaw's  practices  appear  to  be  seriously- 
deficient  and  possibly  the  result  of  intentional  misconduct. 
Quapaw  Title  no  longer  exists. 

Document  volume  and  location: 

K.C.:   Unknown  (the  views  expressed  above  are  bas« 
largely  on  a  review  of  specific  transactions  rather  than 
files  maintained  by  Quapaw  itself). 


uittie  acck:  r./.r.cwr 
Insurir.ce  C0rjr.1ss.cr.2r  z.z) 
rild'..r.;  ~o  CuiCis*"*  axis: 


except  that  tr.e  Arkansas 
have  cccuments  on  micron. 

•n:e  and  dissolution. 


opi 


3 .    Attorney  misconduct. 


V 


Both  the  Mitchell  firm  and  the  Rose  firm  issued  "clean' 
opinions  to  Madison  Guaranty ' s  auditors  indicating  that  counsel 
were  aware  of  no  actual  or  potential  claims  against  Madison 
Guaranty.   At  least  in  the  case  of  the  Mitchell  firm,  issuance 
of  such  in  opinion  is  very  difficult  to  reconcile  with  facts  of 
which\the\f  irm '  s  lawyers  must  have  known,  oirven  their 
involvements  in  some  of  the  real  estate  deals  mentioned  above. 


Potential  witnesses  or  defendants! 
Guy  Tucker. 


Hillary  Clinton;  Jim 


4.    Self -dealing  and  fraudulent  conduct. 

A  pattern  of  self-dealing  and  apparent  insider  abuses  seems 
to  run  through  these  transactions.   We  should  investigate  the 
idea  that  Madison  Guaranty  waa  run  essentially  to  facilitate 
such  misconduct.   We  are  struck,  for  example,  by  Madison 

'inancial's  articles  of  incorporation,  which  appear 

:ontemplate  and  indeed  bless  self-dealing. 

Document  volume  and  location 1 


D.C.: 


OTS  records  (eight  boxes)  and  other  supervisory 


K.C.t   Articles  of  incorporation,  by-laws,  board 
minutes  and  records,  and  other  general  corporate  documents, 
As  noted,  we  have  uncovered  some  oddities  in  the  articj 


:lei 
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of.    incorporation  of   Madison   Financial.      These   suggest    that 
self -dealing  was  contemplated   from  the  outset.       \ 


/ 


Little  Rock:  We  suggest  subpoenaing  Oeloitte  k 
Touche,  as^Madison  fired  Deloitte  in  19»iv  Some  review 
corporate  financial  records  may  be  needed.  We  also 
suggest  review  of  files  pertaining  to  key  witnesses  (e\g. , 
Tucker,  Ward) .  Many  of  the  key  players  borrowed  money  for 
personal  reasons  from  Madison  Guaranty. 

Potential  witnesses  or  defendants;   In  addition  to  Vhose 
listed  above,  Karen  Bruton,  Paul  Castleberry,  Steve  Cuffm^n  an\ 
Pat/ Heritage,  and  auditors  from  Deloitte  4  Touche. 

Special  issues s 

Effect  of  bankruptcy  discharges:   Betts;  McOougal;  Latham. 

effect  of  settlements  and  releases  in  prior  civil  cases  i 
-?nt .  Filj;,  rr=s~  &  Ccrpa.iy,  Hale,  £111  :T»nley,( 
2_£_,    '"'a::  ar.d  Wr.itaner  civiT  cases. 

1.1:   Jay  Stephens;  Z~   £=ito;  cur  real  estata  zk&z. 


Liaison  with  other  investigations. 

we  need  to  avoid  friction  with  other  investigations  (e. 
the  special  prosecutor)  and,  where  possible,  effect  economies  by 
cooperating. 


teams   Charles  Patterson;  Jay  Steph« 


^positions  and  financial  condition  discovery. 

To  the  extent  desired  by  the  RTC,  once  targets  are 
identified,  we  need  to  subpoena  their  personal  financial 
statements  and  depose  then  on  these  and  merits-related  subjects. 

PMtS  team i  Charles  Patterson;  Jay  Stephens;  Bruce  Bricson. 

G.    Legal  research. 

A  number  of  i33ues  have  appeared  already,  and  more  will 
emerge  as  we  progress.  The  issues  that  already  have  appeared 
Includes 

Effect  of  discharges  in  bankruptcy. 

2.  Effect  of  settlements  and  releases  in  prior  civ'^1 
r,  ion . 

3.  Construction  of  statute  of  limitations  extender 
legislation. 
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4./  Statutes  of  limitations  and  tolling  doctrines 
applicable  under  Arkansas  law  (counting  backwards  fromx  February 
28,  1989),  including^fxauduient  concealment  and  adverse 
domirjation.      ^^ 


5.    Elements  of  causes  of  action  under  Arkansas  law 
funding  irt  fraud  and  "intentional  misconduct,*  and^related  N 
iheories/of  liability  such  as  civil  conspiracy  and  aider  and 
/abetter/ 

Control  of  documents  and  access  to  evidence  (e 
R.  Crim.  P.  6(e)  )  . 

PM&S  team;   Bruce  Ericson;  J.  Daniel  Davis;  Marta  Beclwit) 

H.    Drafting  of  recommendation  and  related  papers 

PM&S  team:   Bruce  Ericson. 


rough  schedule,  bearing  in  mind  that,  as 
Vianjr  things  may  be  outside  our  control: 

Date 


iripj^a   wcrxiA?    ir. 


-  -  ~  -*  ~  M  ^  r\ 


r..«»p.ca  w 


Event 

Complete  basic  document  revi 

Serve  subpoenas  on  third  parti 

Complete  third  party  interviews 

Complete  target  subpoenas  and  depositions 

Complete  recommendation 


III.  BUDGET. 

Our  proposed  budget  is  attached.   There  are,  of  course, 
considerable  uncertainties  here  that  could  affect  the  cost  of 
:his  investigation.   We  have  no  idea  what,  or  how  many, 
locuments  we  will  find  in  Little  Rock.   We  also  have  hOv  idea  how 
fegotiatlons  with  the  Special  Prosecutor  will  progress\. 

On  the  budget  itself,  please  subtract  froa  the  totals  the 
rerhead/contingency"  and  'overhead/diab. "  numbers  (line*.  100 
anct^Ql).   The  software  automatically  adds  in  theae__nuabera.  t 
they  have  no  meaning  and  should  be  disregarded. 

Attach. 
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Transaction 

1 
3A 

3B 

6 
8 
9 


Chart 

8 

9 

—10— 


Disbursement  Out  of 

Madison  Guaranty  or 

Affiliate 


Deposit  Intfl 
Whitewater 


11 

12.  12A 

13 


Bonus 


14 


As  can  be  seen,  there  is  not  necessarily  any  relationship  between  the 


dollar  amount  of  the  disbursement 


out  of  Madison  Guaranty  and  the  dollar 


46,000 
900,949 
112.872 


30.000 
$1,221,590 


amount  of  the  associated  deposit  ipto  Vyhitewater.    There  are  several  reasons 
for  this: 

First,  the  movement  of  fands  among  McDougal -controlled  entities  and 
from  them  to  Whitewater  is  not  unique  but  only  one  example  of  a  broader 
\    pattern  of  funds  transfers  by  the  fv  cDou  gals  between  and  among  entities  tr 
\  owned  or  controlled.    In  these  yeas,  tho  McDougals  lacked  the  money  nee'de{f 
\to  pay  their  debts,  so  they  moved  none/  between  entities  as  needed  to  Day 
obligations  i<y  third- persons^— A-delsire  to  deposit  money  inte-Whitewater  for 
Whitewater's  ultimate  benefit  cannot  be  assumed  to  be  the  primary  rationale 
behind  a  particular  transaction;  other  debts  may  have  loomed  much  larger. 

Second,  a  disbursement  out  of  Madison  Guaranty  cannot  be  assumed  lo 
have-resoltedHn-a-loss  or damages-to- Madison-Guaranty.   Typicall 
/disbursements  were  not  loans  that  went  unpaid.   Instead,  typically  they  w&re 
/  payments  to  vendors  or  employees  (including  McDougal).8   Because  these 
/    disbursements  were  not  loans,  Madison  Guaranty  had  no  expectation  of 
'     repayment.   Therefore,  these  disbursements  caused  a  loss  to  Madison 

Guaranty  only  if  the  vendors  or  the  employees  were  not  entitled  to  receive  the 


7  \Preliminary  Report  at  5. 

8  f\  Ambqg  the  nine  transactions  and  the  McDougal  bonus,  the  only  disbursement  out\f 
Madifcon  Quaraqty  that  took  the  form  o(  a  loan  was  part  ol  transaction  8.   As  the  tactile  shov 
however,  the  doliac  amount  of  that  loan  ($825,000)  exceeds  the  sum  ot  the  other 
disbursements 

F«d.  A.  Crim.  P  6(e)  Mataial        \  -7- 
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dtiht  or  joamx   l.  BTgrara 

I.  12/2/93  -  1/9/94,  lines  1-3:   Whitewater 
(Clinton's  real  estate  investments)  and  Madison  S4L  dominate  the 
news.   Clear  lesson:   release  everything  right  away. 

II.  1/24-2/12/94,  lines  1  forward:   Two  extremes:   in 
DC  spent  long  hours  w/  RA  going  over  how  he  should  handle  the 
RTC's  investigation  of  Whitewater.   The  statute  of  limitations  on 
Madison  Guaranty  cases  was  supposed  to  expire  2/28.   Should  RA 
recuse  himself  or  should  he  stay  involved.   The  hurdle  was  so 
high  (fraud)  that  it  seemed  unlikely  the  RTC  would  bring  suit  or 
seek  a  tolling  agreement  from  BC/KRC,  but  the  chance  existed.   RA 
originally  decided  to  recuse  himself  but  under  intense  pressure 
from  the  White  House,  he  said  he  would  make  the  final 
determination  based  on  a  recommendation  from  Ellen  Kulka,  the  GC. 
The  GOP  through  D'Amato  began  a  countdown  to  the  28th  which  was 
particularly  ironic  since  he  had  voted  against  extending  the 
statute  during  the  RTC  reauthorization  period.   As  it  turns  out, 
RA's  problem  will  probably  pass  when  the  Congress  decides  to 
extend  the  statute  once  again.   Pressure  on  RA  will  certainly 
mount  next  week  when  Congress  holds  hearings  on  the  RTC  given 
that  Ricki  Tiegert  the  FOIC  nominee  declared  that  she  would 
recuse  herself  from  all  Madison  related  issues  due  to  her 
friendship  w/  the  Clintons.   The  WSJ  also  got  into  the  act  w/  a 
scathing  attack  on  RA  and  Gene  Ludwig. 

III.  and  IV.    2/13-2/27/94,  line  7  forward:.  Every  now 
and  again  you  watch  a  disaster  unfold  and  seem  powerless  to  stop 
it.   For  weeks  we  have  been  battling  over  how  RA  should  handle 
the  RTC  investigation  of  Madison  Guaranty  SSL.   Initially,  we  all 
felt  that  he  should  recuse  himself  to  prevent  even  the  appearance 
of  a  conflict.   At  a  fateful  WH  mtg  w/  Nussbaum,  Ickes  and 
Williams,  however,  the  WH  staff  told  RA  that  it  was  unacceptable. 
RA  had  gone  to  brief  them  on  the  impending  statute  of  limitations 
deadline  and  also  to  tell  them  of  his  recusal  decision.   They 
reacted  very  negatively  to  the  recusal  and  RA  backed  down  the 
next  day  and  agreed  to  a  defacto  recusal  where  the  RTC  would 
handle  this  case  like  any  other  and  RA  would  have  no  involvement. 
We  are  very  concerned  that  at  the  RTC  oversight  hearings  the  GOP 
would  hammer  away  at  the  recusal  issue  so  we  renewed  discussions 
w/  the  WH  about  what  RA  would  do  when  his  term  expired  on  March 
30.   Once  again  they  were  very  concerned  about  him  turning  the 
RTC  people  they  didn't  know  so  RA  did  not  formally  commit  himself 
to  stepping  down  (he  could  stay  on  if  we  had  formally  nominated  a 
successor)  .   At  the  hearing,  the  recusal  amazingly  did  not  come 
up.   The  GOP  did  hammer  away  at  whether  RA  hid  had  any  mtgs.  w/ 
the  WH.   He  admitted  to  having  had  one  to  brief  them  on  the 
statute  deadline.   They  also  asked  if  staff  had  met,  but  RA 
gracefully  ducked  the  question  and  did  hot  refer  to  phone  calls 
he  had  had.  The  next  day,  the  NYT  ran  a  front  page  story  on  the 
mtg.   The  heat  was  on.   We  spent  a  tortursd  day  trying  to  decide 
if  he  should  recuse  himself.   I  spoke  w/  Podesta  to  let  him  know 


41-383  97-52 
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of  our  deliberations.   Very  frustrating  that  h«  was  the  chosen 
point  of  contact  sines  hs  clearly  was  not  in  ths  complete 
confidence  of  George  and  Harold.   After  Howell  Rains  from  the  HYT 
called  to  say  that  they  wers  going  to  write  a  brutal  editorial, 
RA  decided  to  recuse  hisself .   Harold  and  George  then  called  to 
say  that  BC  was  furious.   They  also  asked  how  Jay  Stephens,  the 
former  USA,  had  been  hired  to  be  outside  counsel  on  this  case, 
siaply  outrageous  that  RTC  had  hired  his,  but  even  sore  amazing 
when  George  then  suggested  to  se  that  we  needed  to  find  a  way  to 
get  rid  of  his.   Persuaded  George  that  firing  his  would  be 
incredibly  stupid  and  improper.   The  MYT  ran  a  very  aean 
editorial  which  referred  to  the  "bone  headed  conclave  convened  by 
RA."   Lessons:   Do  what  you  think  is  the  right  thing  early 
(recuse) ;   remember  that  everything  might  eventually  be  asked 
about  under  oath;   don't  let  the  WH  get  involved  in  any  way. 

V.   2/13-27/94:   Such  an  incredible  city.   Been 
battling  w/  the  RTC/Madison.   Wrote  two  pages  about  what's  been 
going  on,  suddenly  realized  that  I  could  be  subpoenaed  like 
Paclcwoods  and  the  most  innocuous  comments  could  be  taken  out  of 
context.   So  on  that  subject,  nothing. 
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STAT*MEff 

Mark  D.  Fabiani 
Special  Associate  Counsel  to  the  President 

May  17,  1996 


Republican  hypocrisy  has  reached  new  lows.   The  Pillsbury 
Reports  --  the  result  of  two  years  and  $4  million  worth  of  work 
for  federal  regulators  at  the  RTC  --  vindicated  the  President  and 
Mrs.  Clinton.   The  Republicans  did  not  like  this  conclusion,  so 
first  they  tried  to  cover  up  the  Pillsbury  Reports .   Now  that  the 
Reports  have  finally  been  made  public,  Republicans  are  trying  to 
obscure  the  plain  language  of  the  Reports  in  the  fog  of  Senator 
D'Amato's  endless  hearings.   The  Pillsbury  Reports  speak  for 
themselves,  ard  they  support  what  the  President  and  First  Lady 
have  said  all  along.   No  amount  of  Republican  hypocrisy  can 
change  that  fact . 
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Ms.  Hanson.  No. 

Senator  Murray.  Do  you  know  of  anybody  or  have  you  yourself 
ever  seen  the  criminal  referrals? 

Ms.  Hanson.  I  have  never  seen  the  criminal  referrals. 

Senator  Murray.  Thank  you. 

Mr.  Chairman,  from  my  unique  perspective,  way  down  here,  it 
seems  to  me  that  the  chairs  are  getting  empty  ana  the  yawns  are 
getting  larger  so  TO  yield  back  my  time. 

The  Chairman.  Do  I  understand  you  need  to  take  a  short  break? 

Ms.  Hanson.  Yes. 

The  Chairman.  I  don't  want  your  lawyer  deciding  it.  I  want  you 
deciding  it,  and  there's  a  big  difference  between  the  two.  I  mean, 
I'd  gotten  an  indication  that  you  needed  one,  but  if  that's  his  think- 
ing and  not  yours,  we're  going  to  continue,  no  disrespect  to  him. 

Ms.  Hanson.  Let's  continue  for  a  few  minutes. 

The  Chairman.  Very  good. 

Senator  Hatch,  you're  going  to  finish  your  line  of  questioning 
now. 

Senator  Hatch.  I'll  try  to  finish  this  time. 

Ms.  Hanson,  when  we  finished  before,  you  had  called  Mr.  Nuss- 
baum  on  February  8,  1994,  and  I  wasn't  quite  sure  what  your  an- 
swer was,  but  as  I  understand  it,  at  the  time  you  called  him,  you 
were  of  the  view,  personally,  that  the  RTC  civil  case  would  not  be 
handed  over  to  Mr.  Fiske  at  that  time. 

Ms.  Hanson.  I  don't  remember  what  my  view  was,  at  that  point, 
sir.  I've  told  you  what  I  understood  from  Ms.  Kulka. 

Senator  Hatch.  You  don't  recall  conveying  that  to  Mr.  Nuss- 
baum? 

Ms.  Hanson.  I  don't. 

Senator  Hatch.  You're  not  denying  that  you  may  have  conveyed 
it  to  him  at  that  time,  are  you? 

Ms.  Hanson.  I'm  not  denying  it.  I  don't  recall. 

Senator  Hatch.  Let  me  jump  ahead  a  few  weeks  to  February  24, 
1994,  the  day  that  Mr.  Altman  testified  before  the  Banking  Com- 
mittee. On  mat  day,  you  received  a  call  from  Neil  Eggleston.  Is 
that  right? 

Ms.  Hanson.  That's  correct. 

Senator  Hatch.  On  February  24,  1994.  He  was  an  attorney  in 
the  White  House  Counsel's  Office.  Correct? 

Ms.  Hanson.  Correct. 

Senator  Hatch.  He  was,  then,  working  for  Mr.  Nussbaum? 

Ms.  Hanson.  Yes. 

Senator  Hatch.  And  Mr.  Nussbaum  called  to  ask  you  whether 
former  U.S.  Attorney,  Jay  Stephens,  was  the  lead  outside  counsel 
representing  the  RTC  in  the  Madison  Guaranty  matter? 

Ms.  Hanson.  This  was  after  the  hearing  on  February  24,  1994, 
yes. 

Senator  Hatch.  It  was  clear  to  you  that  Mr.  Eggleston  viewed 
this  as  a  problem,  wasn't  it? 

Ms.  Hanson.  He  just  asked  me  the  question. 

Senator  Hatch.  He  wasn't  the  only  Administration  official  who 
complained  to  you  about  the  RTC s  hiring  of  Mr.  Stephens,  was  he? 

Ms.  Hanson.  He  was  the  only  White  Rouse  official  that  I  spoke 
to  about  the  matter. 
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Senator  Hatch.  But  he  wasn't  the  only  one  who  complained  to 
you  about  it,  was  he? 

Ms.  Hanson.  There  were  other  people  in  the  Treasury  Depart- 
ment that  I  spoke  to. 

Senator  Hatch.  Anybody  else  in  the  Administration? 

Ms.  Hanson.  In  the  White  House,  no. 

Senator  Hatch.  In  fact,  Joshua  Steiner,  the  Chief  of  Staff  to 
Treasury  Secretary  Bentsen,  had  told  you  that  he  thought  Ellen 
Kulka  should  be  fired  for  hiring  Stephens,  hadn't  he? 

Ms.  Hanson.  Yes,  he  did. 

Senator  Hatch.  Michael  Levy  or  Levy — I  don't  know  how  you 
pronounce  it — who  also  works  at  Treasury,  was  part  of  this  discus- 
sion you  and  Mr.  Steiner  had  with  Treasury.  Is  that  correct? 

Ms.  Hanson.  That's  correct.  I  had  several  conversations  with  Mr. 
Steiner,  but  there  was  one  where  Mr.  Levy  was  present. 

Senator  Hatch.  Mr.  Levy  pointed  out  that  lawyers  hire  lawyers 
based  on  their  expertise  as  lawyers.  Isn't  that,  basically,  what  he 
said? 

Ms.  Hanson.  That's  my  recollection. 

Senator  Hatch.  You  agreed  with  him.  Right? 

Ms.  Hanson.  That's  right. 

Senator  Hatch.  Around  this  time,  either  Mr.  Altman  or  Mr. 
Steiner  telephoned  you  to  ask  how  Jay  Stephens  had  been  hired. 
Is  that  correct? 

Ms.  Hanson.  I  was  asked.  I  don't  recall  if  it  was  in  a  telephone 
conversation. 

Senator  Hatch.  Do  vou  remember  whether  it  was  Mr.  Altman  or 
Mr.  Steiner  who  called  you  at  that  time? 

Ms.  Hanson.  I  don't  recall.  I  believe  that  my  conversations  were 
with  Mr.  Steiner,  but  I  don't  recall. 

Senator  Hatch.  You  told  Mr.  Altman  or  Mr.  Steiner  that  Mr. 
Stephens  was  hired  through  the  normal  RTC  contracting  proce- 
dures. Isn't  that  what  you  said? 

Ms.  Hanson.  That's  correct. 

Senator  Hatch.  In  fact,  you  said  that  you  were  certain  this  was 
the  case. 

Ms.  Hanson.  That's  correct. 

Senator  Hatch.  But  Mr.  Altman  or  Mr.  Steiner,  nonetheless,  in- 
sisted that  you  check  to  see  if  there  was  anything  irregular  in  the 
process  in  which  Jay  Stephens  was  hired. 

Ms.  Hanson.  I  was  asked  to  check 

Senator  Hatch.  Double-check  it. 

Ms.  Hanson.  To  double-check  how  he  was  hired. 

Senator  Hatch.  You  understood,  at  the  time,  Mr.  Steiner  was  ex- 
tremely unhappy  with  the  fact  that  Jay  Stephens  had  been  hired. 
Isn't  that  right? 

Ms.  Hanson.  I  wouldn't  say — I  wouldn't  characterize  it  as  ex- 
tremely unhappy,  but  yes. 

Senator  Hatch.  He  was  unhappy. 

Ms.  Hanson.  Yes,  he  was  unhappy. 

Senator  Hatch.  In  another  conversation  with  Mr.  Steiner,  he 
asked  you  whether  the  RTC  civil  action  could  be  given  to  the 
Whitewater  Independent  Counsel,  Robert  Fiske,  rather  than  Ellen 
Kulka  #r  Jay  Stephens.  Isn't  that  correct? 
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Ms.  Hanson.  I  understood  the  question  was  whether  the  Inde- 
pendent Counsel  could  assume  jurisdiction  of  the  RTC  investiga- 
tion. 

Senator  Hatch.  That  was  in  another  conversation  with  Steiner, 
he  asked  you  whether  the  RTC  civil  action  could  be  given  to  the 
Whitewater  Independent  Counsel  instead  of  the  other  two,  Kulka 
or  Stephens. 

Ms.  Hanson.  I  understood  it  to  be  Stephens. 

Senator  Hatch.  Right.  You  also  knew,  didn't  you,  that  Mr. 
Steiner  was  receiving  calls  from  the  White  House  about  Jay  Ste- 
phens? 

Ms.  Hanson.  I  understood  that. 

Senator  Hatch.  Let  me  go  back  to  that  other  question.  In  an- 
other conversation  with  Steiner,  as  I  understand  it,  according  to 
your  deposition,  he  asked  you  whether  the  RTC  civil  action  could 
be  given  to  Whitewater  Independent  Counsel  Fiske  rather  than  to 
Kulka  or  Stephens.  Do  you  remember  stating  that  in  your  deposi- 
tion? 

Ms.  Hanson.  Rather  than  Stephens? 

Senator  Hatch.  Rather  than  Fiske — excuse  me,  Fiske  rather 
than  Kulka  or  Stephens. 

Ms.  Hanson.  Rather  than  Stephens,  not  Kulka 

Senator  Hatch.  Kulka  and  Stephens. 

Ms.  Hanson.  She's  the  General  Counsel  of  the  RTC. 

Senator  Hatch.  I  mean  Kulka  and  Stephens,  yes.  I  think  your 
deposition  says,  "I  also  recall  a  conversation  with  Mr.  Steiner  in 
which  he  asks  whether  the  Independent  Counsel  could  take  over 
the  civil  investigation  in  lieu  of  Mr.  Stephens,"  and  it  goes  on  from 
there.  Do  you  remember  saying  that? 

Ms.  Hanson.  Do  I  remember  saying  what? 

Senator  Hatch.  In  your  deposition  that  I  just  read  to  you. 

Ms.  Hanson.  Yes,  I  do. 

Senator  Hatch.  And  that's  accurate? 

Ms.  Hanson.  To  my  recollection,  yes. 

Senator  Hatch.  You  also  knew,  didn't  you,  that  Mr.  Steiner  was 
receiving  calls  from  the  White  House  about  Jay  Stephens? 

Ms.  Hanson.  Yes,  sir. 

Senator  Hatch.  In  fact,  Mr.  Steiner  told  you  the  people  at  the 
White  House  wanted  to  see  if  they  could  get  rid  of  Jay  Stephens. 
Isn't  that  correct? 

Ms.  Hanson.  That  is  correct.  He  did  say  that.  He  said — what  I 
recall  him  saying  is,  "Do  you  believe  that  they  want  to  see  if  they 
can  get  rid  of  Jay  Stephens  and  everyone  agreed  and  understood 
that  was  ridiculous.'' 

Senator  Hatch.  Do  you  recall  what  dates  those  conversations 
took  place? 

Ms.  Hanson.  It's  my  recollection  that  they  took  place  after  the 
testimony — the  end  of  the  day — later  in  the  day,  on  February  24, 
1994,  possibly  running  over  to  the  morning  of  February  25,  1994. 

Senator  Hatch.  And  others  may  have  been  several  days  earlier? 

Ms.  Hanson.  Others? 

Senator  r^ATCH.  With  Steiner? 

Ms.  Hanson.  No,  they  were  all  within  a  very  close  time  frame. 
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Senator  Hatch.  But  some  of  them  may  have  taken  place  on  Feb- 
ruary 25,  1994. 

Ms.  Hanson.  I  just  don't  recall,  sir.  It  all  happened  within  a  very 
brief  time  frame. 

Senator  Hatch.  Just  a  couple  other  questions.  Ms.  Hanson, 
would  you  agree  that  one  of  the  concerns  underlying  the  confiden- 
tiality of  criminal  referrals  is  that  the  premature  disclosure  can 
jeopardize  the  prosecution  itself? 

Ms.  Hanson.  That's  correct,  sir. 

Senator  Hatch.  Did  you  not  run  such  a  risk  when  you  informed 
the  White  House  of  the  proposed  Madison  referral  on  September  28 
and  29,  1993? 

Ms.  Hanson.  I  know  Mr.  Nussbaum  to  be  a  man  of  great  integ- 
rity, an  able  lawyer.  That  was  the  person  that  I  was  giving  that 
information  to.  I  expected  that  he  would  use  that  information  only 
for  the  proper  governmental  purpose  that  I  gave.  In  fact,  every 
piece  of  information  that  I  was  g^ven  by  Mr.  Roelle  has  appeared 
in  the  newsprint  somewhere  so,  if  there  was  a  problem  with  jeop- 
ardizing the  prosecution,  it  happened  from  the  leaks  out  or  the 
RTC  and  not  from  my  conversation  with  Mr.  Nussbaum.  Mr.  Nuss- 
baum and  I  are  two  officials  of  the  Executive  Branch  who  are  both 
bound  by  the  Office  of  Government  Ethics  regulations. 

Senator  Hatch.  Ms.  Hanson,  I  was  very  interested  in  your  state- 
ment to  Senator  Gramm,  that  the  reason  you  contacted  Bernard 
Nussbaum  regarding  the  criminal  referrals  was  that  Mr.  Nuss- 
baum was  the  person  at  the  White  House  in  charge  of  investiga- 
tions. I  think  that  was  the  word  you  used. 

Ms.  Hanson.  I  don't  believe  that's  quite  what  I  testified,  sir. 

Senator  Hatch.  That  was  my  recollection,  maybe  I  misconstrued 
it,  but  that's — if  that  was  so,  then,  that  may  be  a  breach  in  the 
well-orchestrated  claim  by  the  Administration 

Ms.  Hanson.  What 

Senator  Hatch.  — that  all  actions  were  taken  in  anticipation  of 
press  leaks.  I'm  just  noting  that  for  the  record.  If  you  didn't,  that's 
OK,  but  that  was  my  recollection. 

Ms.  Kanscn.  What  my  testimony  was,  if  I  could  just  clarify  it, 
please,  is  that  the  internal  White  House  procedures  designated  Mr. 
Nussbaum,  the  Office  of  Counsel  to  the  President,  as  the  contact 
for  any  discussions  relating  to  anything  involving  an  investigation, 
so  as  a — he  was,  as  I  understood  it,  with  respect  to  the  internal 
White  House  policy,  the  person  who  was  the  appropriate  person  to 
contact. 

The  Chairman.  I  just  want  to  take  a  moment  here.  I  was  review- 
ing two  documents  that  were  given  to  me  by  the  Counsel  on  the 
Republican  side.  We'll  put  the  coding  numbers  in  the  record.  One, 
is  this  list  of  talking  points  for  Roger  Altman's  informational  meet- 
ing with  Mack  McLarty,  dated  2/2/94,  at  the  bottom  of  which  was 
this  briefing  point  where  Mr.  Altman  indicated  that  he  had  decided 
he  was  going  to  recuse  himself  from  the  decisionmaking  process  as 
Interim  CEO  of  the  RTC  and  so  forth. 

Then,  there  is  a  subsequent  briefing  document,  which,  appar- 
ently, jj^as  use$  by  you  and  others  up  hereon  the  Hill,  that  has 
the  same  items,  although  it  drops  oft  the  last  item,  which  is  the 
recusal  item.  You  made  a  passing  reference,  a  few  moments  ago, 
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BODY:    In  1992,  in  the  midst  of  the  presidential  campaign,  a 
story  was  reported  about  land  in  Arkansas  that  my  husband  and  I 
invested  in  during  the  late  1970s. 

Now,  four  years  later,  the  Whitewater  matter  has  been 
investigated  by  two  congressional  committees,  two  independent 
counsels,  the  Resolution  Trust  Corporation  and  scores  of 
reporters.  There  have  been  45  days  of  hearings  in  the  Senate  and 
House.  The  White  House  and  our  lawyers  have  turned  over  50,000 
pages  of  documents,  and  the  president  and  I  have  answered  every 
question  put  before  us. 

I  personally  have  been  interviewed  by  the  Federal  Deposit 
Insurance  Corporation  and  the  independent  counsel,  and  have 
answered  questions  in  writing  submitted  by  the  RTC  and  Sen. 
Alfonse  D'Amato's  committee. 

Close  to  $  30  million  in  taxpayer  money  has  been  spent 
investigating  Whitewater.  But  none  of  these  exhaustive  inquiries 
has  turned  up  evidence  that  we  did  anything  illegal,  unethical  or 
wrong . 

Still,  the  questions  keep  coming.  And  so  do  the  allegations 
and  insinuations,  even  though  we  continually  knock  them  down. 

I  want  to  assure  the  American  public  that  we  will  continue  to 
cooperate  with  all  reasonable  inquiries,  as  we  have  in  the  past. 
Nobody  wants  to  end  this  controversy  more  than  we  do.  But  it 
becomes  increasingly  difficult  to  do  so  when  the  facts  are  lost 
in  a  blizzard  of  innuendo  and  shifting  accusations.  Let  me  give 
you  an  example  of  what  I  mean. 

An  independent  inquiry,  completed  last  month,  found  no 
evidence  of  wrongdoing  on  our  part  and  called  for  an  end  to  the 
RTC's  investigation  of  Whitewater.  But  weeks  passed  before 
congressional  investigators  were  willing  to  release  these 
findings  to  the  public.  They  did  so  only  after  heavy  pressure 
from  Democratic  members  of  the  Senate  committee. 

Since  most  Americans  never  heard  about  this  report,  let  me 
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fill  you  in.  It  was  conducted  for  the  RTC  by  one  of  the  nation's 
leading  law  firms,  Pillsbury,  Madison  &  Sutro.  It  took  more  than 
two  years  to  complete  and  cost  nearly  $  4  million.  A  prominent 
Republican,  former  U.S.  Attorney  Jay  Stephens,  headed  the 
inquiry.     — —^——^—»— —————— ——^ 

It  concluded  that  the  president  and  I  were  passive  investors 
in  a  failed  land  transaction  and  lost  more  than  $  40,000  on 
Whitewater,  as  we  have  said  all  along.  It  also  concluded  that  we 
had  little  knowledge  and  no  control  over  the  Whitewater  project. 

Further,  it  affirmed  what  we  have  said  from  day  one:  that  we 
had  no  knowledge  of  any  money  flowing  from  Madison  Guaranty 
Savings  &  Loan  to  Whitewater,  and  that  we  did  not  receive  any 
loans  or  dividends  from  the  savings  and  loan.  (Madison  Guaranty 
was  acquired  by  our  partner  in  Whitewater,  James  B.  McDougal, 
some  years  after  we  invested  in  the  project.) 

As  for  matters  relating  to  Madison,  the  report  found  no 
evidence  that  I  had  any  knowledge  of  any  wrongdoing  on  the  part 
of  the  savings  and  loan  while  I  was  at  the  Rose  Law  Firm. 

Billing  records  located  after  the  report  was  completed  confirm 
that  I  did  minimal  legal  work  on  Madison  --an  average  of  about 
one  hour  a  week  over  15  months,  just  as  I  have  said  from  the 
beginning. 

Despite  these  findings,  there  was  no  news  conference,  no 
announcement,  no  effort  by  congressional  investigators  to  make 
them  public. 

This  detailed  and  impartial  report  was  finally  released  last 
week,  but  only  after  one  member  of  the  committee  told  his 
colleagues,  "The  committee  makes  much  ado  about  supposed  failures 
of  the  White  House  to  turn  over  documents,  while  it  refuses  to 
release  voluminous  documents  that  strongly  buttress  the  Clintons' 
statements  about  Whitewater." 

With  each  new  round  of  allegations,  we  have  responded  with 
documents  and  facts.  And  each  time  we  do,  more  questions  are 
conjured  up,  shifting  the  ground  once  again. 

As  one  veteran  columnist  observed,  the  investigations  "promise 
horrors  and  prove  nothing . " 

What  will  happen  next  during  this  presidential  election  year? 
I  don't  know  what  to  expect.  But  I  do  know  that  we  will  continue 
to  cooperate  and  give  answers  to  questions  about  events  that  took 
place  10  to  20  years  ago. 

I  also  know  that  the  American  people  are  fundamentally  fair. 
And  in  the  end,  I'm  sure  they  will  be  able  to  separate  fact  from 
fiction,  and  to  tell  the  difference  between  truth  and 
scandal -mongering. 
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Mr.  Burge.   Yes,  sir,  it  was. 

Mr.  Chertoff.   And  just  so  we  are  clear,  this  property 
that  the  McDougals  and  the  Clintons  were  financing  through 
your  bank,  they  were  not  buying  it  for  their  own  house,  or 
houses,  they  were  buying  it --it  was  raw  land  that  they  were 
going  to  subdivide  and  try  to  sell? 

Mr.  Burge.   That's  correct. 

Mr.  Chertoff.   So  it  was  kind  of  a  speculative  real 
estate  venture?   They  were  essentially  hoping  to  make  money 
on  the  sale  of  the  property;  right? 

Mr.  Burge.   That  is  correct. 

Mr.  ChertoTl .   And  their  ability  to  finance  it,  or  to 
pay  back  that  debt  depended  significantly  upon  how  well  that 
project  was  operated;  right? 

Mr.  Burge.   That  is  correct. 

Mr.  Chertoff.  Now  did  you  know  that  the  down  payment, 
the  $20,000  down  payment,  was  itself  borrowed  from  another 
bank  at  the  time  you  made  the  $182,000  loan? 

Mr.  Burge.   No,  sir. 

Mr.  Chertoff.   That  was  not  disclosed  to  you  at  all? 

Mr.  Burge.   I  didn't  know  about  it. 

Mr.  Chertoff.   Would  that  have  made  a  difference  to  you? 

Mr.  Burge.   All  factors  being  considered,  it  may  have 
had  an  impact  on  our  decision. 

Mr.  Chertoff.   So  had  you  known  the  fact  that  the  down 
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1  payment  that  you  received,  the  10  percent,  was  itself  a  loan 

2  from  another  bank,  that  would  have  had  some  impact  on  your 

3  thinking? 

4  Mr.  Burge.   It  may  have. 

5  Mr.  Chertoff.   Certainly  it  is  something  you  would  hAve 

6  wanted  to  be  told? 

7  Mr.  Burge.   I'm  sure. 

8  Mr.  Chertoff.   Now,  Mr.  Burge,  am  I  right  that  the 

9  $182,000  loan  was  actually  too  big  a  loan  to  a  single- -for  a, 

10  single  project  for  your  bank  to  make? 

11  Mr.  Burge.   Yes,  sir;  that's  correct. 

12  Mr.  Cherto£f.   Explain  why  that  is. 

13  Mr.  Burge.   At  that  time  in  Arkansas,  most  state  banks 

14  were  under  a  legal  loan  limit  of  capitalization  at  20 

15  percent  of  total  capital.   Again,  the  amount  of  the  capital 

16  in  the  bank  escapes  me  at  the  present  time,  but  our  legal 

17  loan  limit  was  probably  about  $150,000  to  $160,000. 

18  Mr.  Chertoff.   So  you  were  really  not  in  a  position  as  a 

19  bank  to  make  the  entire  value  of  the  loan  within  your  own 
2  0  bank? 

21  Mr.  Burge.   That's  right. 

22  Mr.  Chertoff.   $182,000  was  more  than  you  were  allowed 
2  3  to  make? 

24  Mr.  Burge.   That's  correct. 

25  Mr.  Chertoff.   So  how  did  you  deal  with  that? 
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loan  to  a  17  percent  loan,  or  an  18  percent  loan. 

2  I  remember  the  discussion  about  it.   There  was  a  little 

3  bit  of  humor  that  went  with  it:   after  all  the  work  that  was 

4  done  on  changing  the  usury  statute,  we  have  to  pay  this 

5  higher  rate  of  interest? 

6  But  I  assumed  at  that  time  it  was  more  of  an  in- jest 

7  type  of  thing. 

8  Mr.  Chertoff.   Who  said  that? 

9  Mr.  Ritter.   I  don't  remember  if  it  was  Mrs.  Clinton  or 

10  Mrs.  McDougal,  but  I  think  it  was  Mrs.  Clinton. 

11  Mr.  Chertoff.   So  it  is  clear  to  you,  at  least  in  your 

12  discussions  with  Mrs.  Clinton,  you  had  had  discussions  abour 

13  the  amount  of  interest;  she  was  aware  of  the  terms  of  the 

14  loan;  she  was  aware  of  the  interest  rate;  and  you  had  a 

15  conversation  with  her  about  it? 

16  Mr.  Ritter.   I  presume  she  was  aware  of  all  that.   I 

17  believe  that  she  signed  the  document  in  my  office,  along 

18  with  Mrs.  McDougal. 

19  Mr.  Chertoff.   And  she  appeared  generally  knowledgeable 

20  to  you  about  financial  matters,  Mrs.  Clinton  did? 

21  Mr.  Ritter.   There  was  nothing  that  indicated 

22  differently. 

23  Mr.  Chertoff.   Would  you  agree  that- -and  I  am  going  to 

24  refresh  your  memory  from  your  deposition- - 
Mr.  Ritter.   Okay. 
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1  Mr.  Chertoff.   --at  page  52. 

2  "Did  both  ladies  appear  to  be  knowledgeable  about  the 

3  loan,  about  the  real  estate  deal? 

4  "Answer:   They  seemed  to  be,  and  they  seemed  to  be 

5  knowledgeable  about  the  interest  rate  and  everything  else. 

6  Mr.  Ritter.   That  is  true. 

7  Mr.  Chertoff.   Did  you  also  have  telephone  contact  with 

8  Mrs.  Clinton  about  the  loan? 

9  Mr.  Ritter.   Yes,  sir. 

10  Mr.  Chertoff.   And  on  how  many  occasions? 

11  Mr.  Ritter.   I  don't  remember  how  many,  but  at  least 

12  once.   And  tnxuugh  her  staff  occasionally  there  was 

13  documents  that  was  needed,  so  the  follow-up  would  have  been 

14  through  there. 

15  Mr.  Chertoff.   Would  you  agree  with  me  that  you  thought 

16  Mrs.  Clinton  as  well  as  Mrs.  McDougal  were  both  pretty 

17  sharp,  and  they  were  fairly  knowledgeable  about  real  estate 

18  and  the  transactions? 

19  Mr.  Ritter.   I  had  that  impression;  yes,  sir. 

20  Mr.  Chertoff.   Now  I  want  to  ask,  still  focusing  on  this 

21  loan,  did  you- -what  is  the  concept  of  loan- to- value? 

22  Mr.  Ritter.   Well  my  opinion  of  course  is  probably 

23  different  than  my  predecessors  simply  because  I  viewed  it  as 

24  speculative  land  for  one  thing,  and  probably  would  have 

2  5  expected  more  of  a  down  payment  than  that,  but  be  that  as  it 
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Mr.  Denton,  Senator  Simon  asked  you  a  question  earlier 
about  whether  the  President  asked  you  to  do  something 
illegal,  indirectly. 

Could  you  elaborate  on  that,  sir?   What  did  he  ask  you 
to  do,  and  through  whom? 

Mr.  Denton.   Sir,  I  was  attempting  to  make  sure  I 
understood  the  question.   I  did  not  recall  that  it  was 
limited  to  being  illegal. 

My  thought  process  was  that  many  times  transactions 
occurred  that  the  instructions  or  requests  did  not  come 
directly  from  Bill  Clinton. 

As  an  excuuple,  the  $20,000  loan  that  Union  Bank  made 
came  to  me  through  an  emissary,  and  perhaps  through  a  couple 
of  them  before  I  received  it .   That  was  my  point  I  was 
attempting  to  make. 

In  my  opinion,  that  was  not  an  acceptable  banking 
practice  in  extending  that  loan. 

Senator  Faircloth.   Who  asked  you  to  extend  the  loan? 

Mr.  Denton.   An  emissary  for  the  owner  of  the  bank  asked 
that  that  loan  be  granted. 

Senator  Faircloth.   An  emissary  for  the  owner  of  the 
bank  came  to  you  as  Executive  Officer  of  the  bank? 

Mr.  Denton.   That  is  correct. 

Senator  Faircloth.   Let  me  follow  this  now. 

The  owner  of  the  bank  sent  you  word  that  you  ought  to 
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1  extend  this  loan? 

2  Mr.  Denton.   That  is  correct;  yes. 

3  Senator  Faircloth.   But  you  didn't,  as  executive  of  the 

4  bank,  didn't  think  the  loan  ought  to  be  extended? 

5  Mr.  Denton.   I'm  sorry?   I  did  not  understand  the  last 

6  words . 

7  Senator  Faircloth.   You  did  not  really  think  this  loan 

8  should  be  extended? 

9  Mr.  Denton.   The  point  I  make,  in  distinction,  sir,  is 

10  that   had  it  been  an  arms'  length  loan  by  a  client  walking 

11  in  off  the  street,  I  likely  would  not  have  granted  that 

12  loan. 

13  Senator  Faircloth.   In  other  words,  if  the  orders  had 

14  not  come  down  from  the  owner  of  the  bank,  you  would  not  have 

15  extended  the  loan;  you  would  have  foreclosed? 

16  Mr.  Denton.   A  number  of  circumstances  would  have 

17  entered  into  that  picture.   The  loan  with  the  information 

at/A 

18  that  I  had  in  hand  with  the  financial  information  of  the 

A 

19  borrowers  that  was  supplied  to  me,  under  those  conditions 

20  that  loan  would  not  have  been  granted. 

21  Senator  Faircloth.   Who  came  to  you? 

22  Mr.  Denton.   It  was  either  Gene  Smith  or  Paul  Berry  who 

23  were  employed  by  the  bank  and  worked  directly  for  Herbert 
Mc Adams ,  the  owner. 

Senator  Faircloth.   Did  the  people  that  came  to  you,  Ms. 
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A     Jim  was  --  Mr.  McDougal  was  very  successful 
in  a  number  of  his  land  deals  up  to  this  one. 

Q     All  right.   Just  to  close  the  loop  on  the 

4  $20,000  loan,  so  it  is  your  memory  that  it  was  Bill 

5  Clinton  as  opposed  to  Mr.  McDougal  who  talked  to  you 

6  about  the  loan,  about  having  the  bank  make  that  loan? 

7  A    He  was  the  one  that  --  he  discussed  that  he 

8  was  contemplating,  he  and  Mrs.  Clinton  were 

9  contemplating  buying  a  piece  of  property  on  the  White 

10  River,  and  I  said  well,  if  you  need  to  borrow  any 

11  money,  I  am  sure  we  will  like  to  handle  it,  which  was 

12  my  routine  remark  to  all  customers  that  I  had  a 

13  I  responsibility  for  when  they  expressed  a  credit 

14  need. 

15  Q     At  what  point  -- 

16  A    I  didn't  want  them  to  go  to  some  other 

17  bank.   We  would  lose  their  business. 

18  Q     At  what  point  did  you  come  to  learn  that 

19  the  loan  was  not  to  finance  the  purchase  of  a  piece 

20  of  property  for  Mr.  and  Mrs.  Clinton,  but  was  in  fact 

21  part  of  this  larger  deal  to  buy  land  and  then  sell 

22  lots? 
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INTRODUCTION- 


Pilisbury  Madison  &  Sutro  LLP  ("PM&S")  was  retained  by  the  Resolution 
Trust  Corporation  to  assist  in  the  investigation  of  possible  "ovil  claims  against 
individuals  and  entities  associated  with  Madison  Guaranty  Savings  &  Loan 
Association  of  McCrory^-Affcansas  ("Madison-Guaranty").   As  partsof  this 
mvestigatioa^PM&S  was  asked  to  investigate  certaTrT-tgsues  with  respect  to  the 
legal  services  rendered  to  Madison  Guaranty  bv  the  Rose^Law  Firm  ot  Little 
Rod<1JArkansas.   The  results  of  that  part  of  the  investigation  are  set  forth  in  two 
report's  ^atgdTJecember  287i  995:  ~~A  Report  on  the  Representation  of  Madison 
Guaranty  Savings  &  Loan  by  the  Hose  Law  Firm  (the  "Rose  Report*)4,  and  A 
Report  on  the  Rose  Law  Firm's  Conduct  of  Accounting  Malpractice  Litigation 
Penaming  to  Madison  Guaranty  Savings  &  Loan  (the  "Frost  Report"). 


On  December  21,  1995,  it  was  learned  that  the  Rqs 


(and,  m 


particularTHiiiary  Rodham  Clinton)  had  prepared  an  option  agreement, for  a 
portion  of  the  land  associated  with  the~Castle  Grande  real  estate  project 
undertaken  by  Madison  Guaranty's  real  estate  subsidiary,  Madison  Financial 
Corporation  ("Madison  Financial").   The  same  day,  a  set  of  interrogatones 
pertaining  to  that  subject  and  related  matters  were  sent  to  Mrs.  Clinton.  The 
interrogatones  were  lengthy—-  it-was-nct^expected  that  Mrs.  Clinfon  could 
answer  them  fully  by^Oecember  31,  1995,  the  date  which  marked  both  the  end 
of  the  RTC  and  the~expiration  or  me  statute  ot  limitations  applicable  to  most 
possible  cfoims  that  the  RTC  could  conceivably  assert  against  the  Rose  Law 
Firm.      N^/ 


Because  of  this  imminent  deadline,  the  RTC's  Acting  Chief  Executive 
^xOfficer  directed  PM&S  to  negotiate  a  tolling  aqreemgrrt-with  the  Rn<?o  l  aw  Firm 
pertaining  to  Castle  Grande.    PM&S  dig  so,  ootainirig^a^O-qay^agreement  (later 
extended  to  March  1,  1996).  \        \ 

~X~ — ~: — —  \      x 

X/riginally  it  was  contemplated  that  the  additional  time  would  be  used 
chiefly  to^analyze  and  follow  up  on  the  interrogatory  answers.   The  discovery  of 
Rose  Law  Firm  bHUng  records  at  the  White  House  and  the  ongoing  heanngs 
before  the  Senate  Special  Committee  on  Whitewater  both  provided  new 
information,  however,  tnatmade  it  advisable  to  investigate  certain/matters  more 
fully.  N 


This  supplemental  report  summarizes  the  scope  and-results  of  the/ 
(  investigation  conducted  since  December  287~T995:^ 
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se  Law  Firm  on  retainer  for 


"I  hired  Hillary  because  Bill  came  in  whimpenngjhey 
needed  help,"   McDougal  told  The  Times.    He  said  he  had  no 
specific  legaj^ofk-irrrTiind  wnen  TTe~tweoLiHillary  Clinton.   \ 

\ 
McDougal  said  he  recalled  the  event  vividly  Because  he  \ 
was  so  uncomfortable  in  the  meeting  -  not  over  the  retainer  issue, 
/  -but  because  throughout  that  morning  conference,  Clinton  sat 
sweating  in  McDougal's  new  leather  desk  chair,  an  expensive  gift 
from  his  wife.30  \ 

4.         Analysis. 

Mrs.  Clinton's  recollections  and  Richard  Massey's  recollections  differ  in 
some  respects,  but  for  present  purposes  the  differences  are  not  matenal. 
Mrs.  Clinton's  interrogatory  answer  gives  the  impression  that  Massey  brought  in 
the  work  and  Mrs.  Clinton  simply  resolved  a  disDute  over  unpaid  fees.    Massey 
agrees  that  he  initially  "pitched"  the  work,  but  he  does  not  believe-he  brought  in 
Mhe  work,  he  did  not  discuss  the  subject  of  fees  with  Latham  oi^with  his/ 
colleagues  at  the  Rose  Law  Firm,  he  never  met  McDougaJ^and  he  does  not 
recall  asking  Mrs.  Clinton  to  be  billing  partner. 

Forpresent  purposes,  it  makes  little  difference  who  was  right.   There  is 
no  hint  of  fraud  or  intentional  misconduct  in  either  version,  and  the  mere  act  of 
retaining  the  Rose  Law  Firm  did  not  harm  Madison  Guaranty  in  any  respect.   At 
"\worst,  Mrs.  Clinton  may  have  neglected  to  tell  her  partners  about  her  other 
business  dealings  with  McDougal,  but  that  would  noThave  harTned  Madison 
Guahanty,  which,  in  the  person  of  McDougal,  knew  all  abouHhose^dealings. 

^McDougal's  version  of  the  retention  obviously  differs  sharpjy  fron\that  of 
either  MrsxClihtpn  or  Massey,  but  it  too,  even  if  credited,  does  not  give  rise  to  a 
cause  of  action.    itJs  not  a  tort  to  ask  a  friend  to  retain  one's  wife  as  a  lawyer. 
There  is  no  suggestionthat  the  money  was  to  be  a  gratuity  (as  opposed  to 
payment  for  work  perfortned),  nor  is  there  any  suggestion  of  an  improper  quid 
pro  quo.   Again,  thereSs  no'pcpof  of  fraud,  intentional  misconduct  or  harm  to 
Madison  Guaranty. 


In  addition,  there 


story.  I 


sbelieve  McDougai's 


30  WilliarrrC.  Rempel  and  Douglas  Frantz,  Fallout  From  Collapse  of  S&L  Shadows 

Clinton,  Los  Angeles  Times.  Nov.  7.  1993. 
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First,  McDougal  may-noi-be  a  roi^bjgwtness.    In  January  1996. 
McDougal's  psypfetatnsttestified  that  McDougaT3~Tecollections  are  not 
trustworthy^although  this  one  might  be.31  "\ 

,/  >\ 

, /Second,  the  statement  that  McDougal  had  no  specific  legal  work  in  mind 
when  he  retained  the-Rcse"~Caw  Firm  oBviOosty-oswrong.   The  preferred  stock 
jssue  had  anserrat  least  a  week  before  Mrs.  ClintonTnetwith  McDougal  on 
/April  23.  1385,  and  work  on  this  project  began  the  same  daxas  that 


meeting." 


\ 


/     Third,  and  perhaps  most  significantly,  the  alleged  economic  motivation 
makes  no  sense.    McDougal  suggests  that  the  Clintons  needed  $2,000  a  month 
and  the  implication  is  that  this  accounts  for  the  monthly  retainer  in  that  amount, 
but  there  is  no  evidence  that  the  Clintons  ever  received  anything  like  $2,000  a 
month  from  this  engagement,  and  every  reason  to  believe  that  they  never 
received  more  than  a  tnvial  sum  of  money. 

As  a  partner  in  the  Rose  Law  Firm,  Mrs.  Clinton  was  paid  a  percentage 
of\the  firm's  profits.33  The  percentage  she  received  vaned  from  year  to  year,  in 
accordance  with  a  formula,  but  it  averaged  roughly  two  percent:  / 


Q  I'd  like  to  ask  you  a  few  questions  now., 
ibout  your  compensation  from  the  Rose  Law^-Firm, 
gam,  focusing  on  1985,  1986,  1987. 


Could  you  explain  for  me  briefly  the  basis 


3t\       According  to  a  press  account,  on  January  16-17,  1 996/a~>s^hiatnst4estified  that 
McDdugal  suffers  from  severe  mental  problems  and  no  longer  has  a  reliable  mersory  of  events. 
Tta  psychiatrist  said  McCougal  is  bicolar  and  has  a  bicckea  car.:;;d  arfsryNhat  ceoKiyes  nim  oi 
t..s  ncfriiNffsw  ot  bioca  to  '.he  cram.   He  is  being  treated  with  lithium  and  Prazac  ouf>{ias  a 
memory  loss  about  50%  greater  than  normal  for  a  man  his  age  (55).   The  psychiatnst  Said  that 
McDougal  has^a  better  memory  of  events  involving  people  with  whom  he  has  emotional  ties 
(such  as  the  Presidents  In  that  regard,  the  psychiatnst  said  he  had  reason  to  believe 
McDougal's  story  about  the^.OOO  retainer.   Sara  Fritz.  Doctor  Says  McDouqalHas  Memory 
Loss,  Los  Angeles  Times,  JarvlO.  1996.  at  A10. 

\   \,  ' 

32  RLF2  03746-48;  DKFKTJ1  000436.   On  the  other  hand,  it  is  not  clearwhy  Madison 

Guaranty  retained  the  Rose  LavNRrm  rathe-c^han  its  regular  outside  coupsel,  the  law  firm  then 
known  as  Mitchell,  Williams,  Selig,  Jackson  &TuckeL_J"he  Mitcftgiir-Williams  firm  had  opened 
file  no.  ;5615-9,  entitled  "Madison  Guaranty  -  Sale  of  Stock,'  on  February  6,  1985.    It  also  had 
opened!  file  no.  5615-10,  entitled  "Madison "Guaranty  -  Broker-Dealer,"  on  March  27/1985. 
Both  files  are  essentially  emoty.    It  does  not  aobsar  that  the  Mitchell.  Williams  Jirm  did  much  of 
substance  with  respect  to  either  ot  tnese  matters.    Biilmq&jor  martersJa64-5-9  and  5615-10 
led  STS5.35. 


I       sub: 
""""Tela 


33  Seegeverally  Clinton  Interview.  Feb.  14,  1996,  at  22-27;  letter  from  Alden  L.  Atkins  to 

Bruce  A.  Encson,  Feb.  13,  1996.  at  4-7. 
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^-A"         Well,  the  Rose  Firm,  during  those  years, 
had  a  method  of  compensation  that  relied  upon  a       \s 
//five-year  moving  average  of  the  percentage  of  an 
/     individual  attomey!s"'Collections  as~a~pefGeotage  of 
all  of  the-ffims  collections.   And  so  you  woulc 
the^vork.   You  would  bill  for  it.    It  would  be 
collected  and  at  the  end  of  the  year,  all  of  the 
/collections  would  be  totaled  up.   And  then  each 
attorney's  percentage  would  be  calculated  and  then 
1       five  years'  worth  of  percentages  would  be  averaged, 
and  so  that  would  determine  what  your  percentage  of 
the  profits  at  the  end  of  the  fiscal  year  would  be.34 

Q      In  these  years,  do  you  have  any 
recollection  as  to  what  your  percentage  of  the  net 
profits  was  roughly? 


A      I  don't  have  any  specific  recollection,  but 
it  was  during  this  period  of  time  somewhere  around  2 
ercent.35 


Thus,X3'|X$2'000  a  month  had  gone  straight  to  the  bottom  ii"ft,  Mrg  niintnn'g 
share  wobfd  have  been  approximately  $40  a  month. 

Even  this  overstates  the  situation.   Part  of  the  retainer  was  never  earned 
^and  was  returned  to  the  client.   Also,  a  law  firm's  revefraes  .never  go  straight  to 
thVbottom  line.   Like  any  other  business,  a  law  firm"Fi&s-~expe>rses  (rent  or 
mortgage  pavments  for  office  space,  salaries  for  associates^and  stcrft,  and 
sxren  -l^xss  ;or  'aw  becks,  typewriters  ana  ai!  ;he  ether  acuiprMent  rjetsuirec  *o 
set  upTXpras^ice).   Tnese  expenses  must  be  paid  before  the  partners  can 
share  whaKis  left  over.    In  the  case  of  the  Rose  Law  Firm,  expenses  consumed 
roughly  half  oleact^dollar  of  revenue.36  Therefore,  even  if  ail  the  retainer  had 
been  earned  in  raes/Mrs.  Clinton's  share  would  have  been  less  than  $20  a 
month.37 


Clinton  Interview,  Feb.  14,  T996,  at  22^ 
Clinton  Interview,  Feb.  14,  1996,  at 
Clinton  Inten/iew,  Feb.  14,  1996,  at  25-26. 


37      ""ThesVwumbers  are  approximations,  for  illustrative  purposes.   According  to  counsel  for 
the  Rose  Law"Pirm,  Mrs.  Clinton's  actual  share  of  net  income  atlnbutable  to  Madison  Guaranty 

(continued...) 
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aw  fimTs^Jiatnmakers"  (people  who  bnng  in  business)  are 
r^brinqinq  in  that  business.  whemef-or  not  they  do  the  actu 


In  some  l< 
compensated  foj^bfrriging  in  that  business.  whefhef-qr  not  they  do  the  actual 
work.   ThepaHsno  evidence,  however,  that  this  was  true-of  the  Rose  Law  Firm 
in  I985^ahd  1986.3*  To  the  contrary,  the  compensation  system  then  in  force 
creajecj  only  a  very  indirect  link  between  new  business  and  compensation.   A 
partner's  percentaq£jof-the~"prorits  was  deTBTTmneg^not  by  looking  at  the 
business  he  o^shebrought  in  but  at  the  money  receivedtor  work  actually 
/performeo>oy  that  partner,  regardless  of  who  brought  in  thVmatter.39  \ 
/  Furthermore,  the  percentage  was  not  determined  solely  by  the -current  year's 
results  but  by  averaging  the  partner's  fee  credits  over  the  past  five  years\ 
Thi/s,  new  business  brought  in  dunng  the  current  year,  even  if  it  maienaliy 
increased  the  partner's  fee  credits,  would  have  only  an  attenuated  effect  on  that 
y/ear's  percentage.   For  all  these  reasons,  the  suggestion  that  the  Madisont 
Guaranty  business  was  economically  significant  to  the  Clintons  (or,  for  that! 
matter,  to  the  Rose  Law  Firm)  finds  no  support. 


\  Thus,  regardless  of  which  version  of  the  retention  one  credits,  a  tner  of 

fact  is  highly  unlikely  to  find  that  there  was  anything  untoward,  let  alone 
fraudulent  or  intentionally  wrongful,  in  the  circumstances  of  the  Rose  Law 
Firhi's  retention  by  Madison  Guaranty.  / 

The  Rose  Law  Firm's  efforts  to  help  Madisoin  Guaranty 
obtain  permission  to  issue  preferred^stbck  and  acquireV. 
a  broker-dealer.  — 

Introduction. 


In  1985  and  early  1986,  the  Rose  Law  Firm  represented  M< 
lty  in  an  effort  to  obtain  permission  from  ArkanSac  regulator 


Madison 
permission  from  Arkansa«kre9u,ators  t0  issue 
(Rose's  "matter  1")  and  to  acquire  and  operate  a  fjroker-dealer 
firm  (rtoses  "matter  2").  The  Rose  Report  concluded  that  the^RTC  did  net 
have  ^tastesConsistent  with  the  statute  of  limitations  extender  or\  which\to 
assert  claims  against  the  Rose  Law  Firm  relating  to  matters  1  and  2.*°  Nothing 


jranty 
preferred  stock 

(Roi 


37(... continued)  / 

is  $230.68  for  fiscal  yearsN986  and  1987  (i.e.,  the  years  ended  January  31,  1986  and  January 

31.  1987)  combined.   Letterfrom  Aldeo^L.  Atkins  to  Bruce  A.  Encson,  Feb.l3,  1996,  at  6. 

:e  ArgncsoiL  Feb.  13J_i38CTat  4-7,  45.       J 

39        i  These  were  called  lee  credits";  hence  the  fee  credit  reports  such  as  RIC  120795,  97, 
803,  10,  13,  20.  21.  24,  25.  61.   Fee  credits  esSeqtially  represent  hours  workjimels  standard 
billing  rate  less  any  sums  not  paid  oy  the  client,  aithooqft-ttlg  billing  pajmerfias  discretion  to 
je  adjustments.  Clinton  Interview,  Feb.  14,  1996,  at  22-25;  Letter  from  Alden  L  Atkins  to 
Boice>^€rjc^so.  Feb.  13,  1996,  at  4-5;  Clark  Senate  Testimony,  Jan.  18,  1996,  at  9. 


40 


See  Hose  Report  at  48-53. 
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While  Massey  mavjiavp  gained  a_Rassing  acquaintance  with  the  rule 
itself,  he  apparently-had  no  reason  to  thinkthaTMadison  Guaranty  was  in 
violation  of  foe  "rule.    He  was  advised  by  Madison  Guaranty  personnel  and  on 
that  basis' represented  to  the  Arkansas  Securities  Department  that  Maaison 
Guaranty  was  not  in  violation  of  Rule  V(C)  as  of  May  31,  1985.N\The 
information  provided  by-Massey  to  tne  SerurrtiesJDepartment  suggested  that 
Madison  Guaraflt^Tcould  invest  approximately  S900^0Q<nore  in  its  service 
/corporatiopH5efore  any  violation  would  occur.   As  the  acquisition  of  thexbroker- 
dealer  itself  represented  an  expenditure  of  $5,000  or  S6,000-ihsany  event, 
nowhere  near  S900,000-Massey  probably  had  little  occasion  to  give  Rule  V(C) 
any/  deep  thought.97 

At  most,  the  evidence  suggests  that  Massey  (and  possibly  others)  had 
some  actual  or  constructive  notice  of  Rule  V(C),  which  notice  occurred  when 
the  rule  was  temporaniy  a  concern  wrth  respect  to  the  broker-dealer 
application.98   Given  such  notice,  it  is  hypothetically  possible  that  someone 
might  have  recalled  the  rule  some  months  later  when  working  on  the  Castle 
Grande  issue.   Even  if  this  occurred,  however,  there  would  be  no  aiding-and- 
aberting  liability  unless  the  person  with  notice  then  realized  that  a  violation  of 
Rute  V(C)  was  about  to  occur  and,  with  that  realization  in  mind,  went  ahead 
and  substantially  assisted  in  the  commission  of  the  violation.99/' 


The  Rose  Law  Firm's  work  on  the  IDC 
project. 

Introduction. 


astle  Grande 


1. 


Between  August  and  October  1985,  while  the~Rose--Law  Firm  was 
representing  Madison  Guaranty  in  matters  1  through^-MadisorkFinancial  and 
SetnWard  acauired  approximately  1,050  acres  of  land  in  sbiithern^Rulaski 
Ccuntv  Vr.!e  Fcck)  from  a  company  cz'.'.ec  ir.custna:  Deveiccnem  Cc-cpcraticr, 


97  If  he  did^gjve  me  matter  some  thought,  he  probably  would  have  realizedlhow  little,  he 

knew.   The  information  tfiat^Massey  had  provided  only  a  "snapshot"  view  of  the  situation. 
Madison  Guaranty  greV/apidtythroughout  1 985.    Its  total  assets  more  than  doubled,  growing 
from  548,961,154  as  of  December,  1984  to  $109,680,561  at  December  31./1985.    General 
Report  on  the  Investigation  oNtfadisbnGuaranty  Savings  &  Loan  and  related  Entities  13  pec. 
28,  1995).   Thus,  the  investmenfNimitatiorr-46%  of  total  assets)  would  have^grown  as  well/  from 
approximately  $2.9  million  as  of  December  3irTS84^to_approximaJeiy-^.6  million  as  of/ 
December  31 ,  1 985.    In  addition,  as  sino^n  above,  for  Madison  Guaranty,  at  least  some  of  the 
numbers  used  to  perform  Rule  V(C)  calculations  fluctuated  wildly  as  1 985  progressed.  This  is 
especially  true  of  the  cvercratts.   There  is  no  evidence 'that  Massey  (let  alone  Mrs.  Clinton  or 
others)  had  any  knowledge  of  these  fluctuations. 


sethsc,  constructive  notice  will  suffice  in  this  context  is  discussed  at  page  156  below. 


99 


Rose  Report  at  46-47. 
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of  Little  Rock  ("\DC').'l°\AiUhQ  time,  SettLWard  was  working  as  a  consultant 
to  Madison  Financiet^O/Vard  is  the  father-irvlaw-oi  Webster  Hubbell.  then  a 
partner  in  the^Rose  Law  Firm.)   Madison  Guaranty  fully^inanced  Seth  Ward's 
acquisition  of  a  portion  of  the  IDC  property.   That  acquisitiohsjook  place 
pursuant  to  an  agreement  between  McDougal  and  Ward  that  gave  McDougal 
an/option  to  obtain ^afe^s-part  ot  tne  property-atcjsst.  plus  effective  control  of 
the  entire  proc 


\ 

'the  months  following  the  acquisition,  virtually  ail  of  Wa<d's  land  and 
portions  of  Madison  Financial's  land  were  sold  to  fnends  of  Jim  McDougal  in 
transactions  that,  like  Seth  Ward's  original  acquisition,  were  fully  financed^by 
Madison  Guaranty.   A  portion  of  the  Madison  Financial  land  that  remained1, 
unsold  was  named  "Castle  Grande"  or  "Castle  Grande  Estates'  and  was 
developed  for  mobile  homes. 


As  stated  in  the  Rose  Report,  the  principal  issues  are: 

1 .        Was  Ward  a  bona  fide  purchaser,  or  simply  a  straw  man  or 
nominee  for  Madison  Financial? 


\      \  2.         If  Ward  was  a  straw  man  or  nominee,  was  the  acquisition 
fraudulent,  or  did  it  intentionally  violate  Rule  V(C),  the  Arkansas  regulation  that 
limited  the  size  of  the  investment  that  Madison  Guaxantycould  make  in  V. 
Madison  Financial-a  regulation  that  management  thought  preventer!  Martian 
Financiahfrom  buying  all  of  Castle  Grande? 

3.         If  fraud  or  intentional  wrongdoing  on  the  part  of  Madison  Guaranty 
|~Nx  Madiscn  Financial  did  occur,  was  the  Rose  Law  FifrrHegally  responsible  for 
thevwrongfui  aspect  of  the  acquisition  and,  if  so.  doeVrt-b^veaBvJiability  to  the 
RTCTfaow  the  FDIC)? 


se  Report  concluded,  on  the  evidence  then  avaiiabte,  that, 


1 00      .  The  land,  most-of  whicn  was  undeveloped  land,  was  located  1 5  miles  south  ot  Little 
Rock  at  the  intersection  oKHignwav  65/1 67  and  145th  Street.   IOC  had  owned/the  land  since 
1 974.  IOC  had  financed  its  acquisition,  through  several  Little  Rock  banks,  including  Union' 
National  Bank,  Worthen  Bank  and  TaistCompany  and  First  Commercial  Bank,  N.A.   By  1985, 
these  creditors  were  pressuring  IDOto  disposeoMhgjyoperty.  J/yjison  Interview.  May  .10. 
1994.  tape  2.  at  1.  %. 


101        Wara  sued  Madison  Guaranty  in  1987.  after  McOougal  had  left.    Warqs-  Madison 
Guaranty  Savings  <S  Loan  Financial  Corporation,  NoTBy^ZSjO  (PulaskLCtyr-dr.  Ct.) 

inaftet  *  Ward  v.  Madisorf).  Ward  sought  to  recover  almost  S400.000  in  commissions  that 
he  saicTheLMdvearned  in  connection  with  Castle  Grande.  The  tnal  transcnpt  and  discovery 
from  this  casWre  cited  frequently  below.   The  tnal  transcnpt  is  cited  as  'Ward  v.  Madison  R.T.* 
Depositions  are  cited  by  the  name  of  the  deponent,  e.g..  'Ward  Deposition." 


— 
I      Guarai 
^^therein 
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1 .         Ward  probablvyvas-a_strayy  man  or  nominee. 


2.      ,,-The  RTC  reasonably  could  state  a  ciain-Tagainst  McDougal  for 
fraud  and  for  breach  of  his  fiduciary  duties  in  connection  wifruhe 
acquisition.102  \ 


3.         There  was  no  substantial  evidence  thartheRose  Law  Firm  aided 
and  abetted-whatever  wrongdoing  McDougal  might  have  engaged  in.'03 

\ 

/To  some  extent,  the  discussion  with  respect  to  this  matter  (and 
especially  issue  3)  was  hampered  by  the  lack  of  contemporaneous  documents 
(the  Rose  Law  Firm  had  virtually  nothing)  and  clear  recollections  with\  respect  to 
the  acquisition.   The  billing  records  found  at  the  White  House  and  other  newly 
acquired  evidence  add  considerably  to  the  sum  of  knowledge  with  respect  to 
this  matter.   Taken  as  a  whole,  however,  the  new  evidence  does  not  cnange 
the  conclusions  stated  in  the  Rose  Report.   The  new  evidence  weakens  to 
some  extent  the  conclusion  that  Ward  was  a  straw  man  or  nominee,  and  that 
the  acquisition  therefore  was  wrongful,  although  those  remain  propositions,  that 
one  could  reasonably  advocate.   The  new  evidence  has  very  little  effect  on  the 
analysis  of  what  the  Rose  Law  Firm  knew  and  did  before  the  acquisition  of  the 
ICC  property  closed.   The  new  evidence  shows  that,  after  the  acquisition 
clhsed\  lawyers  at  the  Rose  Law  Firm  (and  in  particular  Mrs^Clinton)  had  more 
contact  W4th  Seth  Ward  and  performed  more  services^fcT'Madison  Guaranty 
than  previously  was  known,  but  there  remains  no  substantial  evidence  that 
these  lawyers  knew  of  or  intended  to  aid  and  abet  McDougal's  apparent 
misconduct.    For  these  reasons,  the  following  conclusion,  taken  from  page  78 
of  the  Rose  Report,  remains  valid: 

The  evidence  taken  as  a  whole  does  noT~atnounMci 
;onvinc:ng  proof  that  the  Rose  Law  Firm  knowingly  aided  arni^ 
^benec  a.  fraud,  or  a  scheme  to  circumvent  the  Arkarsasx 
"investment  limitation  regulation.   This  conclusion  does  not" 
necessanjy  mean  that  the  evidence  exonerates  anyone;  it  simply 
means",  .given  the  applicable  legal  standards  and  the  statutory 
mandate  underwhich  the  RTC  [and  now  the  FDIC]  operates,,  that 
no  reasonable  basis  has  been  found  to  recommend  the  filing  of  a 


1 02        Rose  Report  at  55-61 .   The  Report  also  noted  that  such  a  claim  would  not  be  .cost- 
effective  because  McDougal  has  no  moneyxMcDougal  filed  for  bankruptcy  in  September  1991 
ana  Detained  an  order  of  discharge  on  January  1-1,1992  (PMS0532,  PMS0552),  well  before  the 
enactment  of  the  RTC  Completion  Act  of  1993.   The  ordex^gMischarg^cjauWoe  set  aside  only 
"~~^rMhe RTC  -could  prove  a  fraud  on  the  bankruptcy  court:  proof  that  McDougal  defrauded 
someone-otheMhan  the  bankruptcy  court  would  be  of  no  avail. 


103 


Id.  at  74-78. 
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claim  relating  tojhe_acqui6rtion  ot 
Law  Firrn^ 


Lastle  Grande  against  the  Rose 


2.'       The  principal  actors.  \. 

Before  descnbjng-the~"acquisition  aTrcMeveloprnent  of  the  IDC/Castle 
Grande  propectyTlt  might  be  helpful  to  list  the  pnncipafactors  and  descnbe 
each  bnefly: 

/ 

/Mrs.  Clinton  was  a  partner  in  the  Rose  Law  Firm.   She  and  her 
husband  had  invested  with  McDougal  back  in  the  late  1970s  (Whitewater   She 
had  represented  the  Little  Rock  Airport  Commission,  of  which  Seth  Ward  was  a 
member,  since  roughly  the  same  time.   A  litigator  and  not  a  real  estate  partner, 
she  was  the  billing  partner  for  all  Madison  Guaranty  matters.   She  recorded  no 
time  to  matter  5  until  November  14,  1985,  over  a  month  after  the  acquisition 
was  completed. 

Charles  Cook  worked  at  First  Commercial  Bank,  a  creditor  of,  IDC.  The 
Rose  Law  Firm  had  represented  First  Commercial  and  two  other  banks  with 
respect  to  this  debt. 

\     ^Warry  Don  Denton  was  Madison  Guaranty's  chiefioari  officer.   He  had 
worked  with  Robert  Wilson  at  Union  National  Bank^wtrere  for  a  time  he  had 
been^im  McDougal's  pnncipal  banker),  and  he  introduced  Sfllfa  WarH  tn — 
McOougarT  Denton  served  as  loan  officer  with  respect  to  Madison  Guaranty's 
loans  to  Ward. 


\  Richard  Donovan  was  an  associate  in  the  Rose~LawFirm's  litigation 

section.   After  the  acquisition  of  the  IDC  property,  heT^wcrking^with  Mrs.  Clinton, 
researched  several  legal  questions  with  respect  to  the  property's  development. 
These  otsesticned  concerned  whether  the  proper?/  was  Within  a/dr/'^cwhsnip 
ana  therefore  couid  not  become  the  site  of  a  brewery  and  tasting  room,  and 
whether  the  sewer  and  water  facility  need  become  a  public  utility  and  could 
provide  seweKanbSwater  services  to  customers  off  the  property. 


Darrell  Dover,  a  lawyer,  represented  IDC  in  the  sale  of  its  property  to 
Madison  Financial  and-SetrTWard.  / 


;  Webster  Hubbell  was^a  partneHrUhe_Rose  Law^FJrrh's  litigation  section. 
He  is  Seth  Ward's  son-in-law.  l^tetdid  not  record  anytime  to  matter  5,  but 
Mrs.  Clinton  consulted  with  him  briefly  on  two  occasions  and  R.  Davis 
Thomas,  Jr.  apparently  wrote  him  a  memorandum  on  the  sewer^and  water 
issue. 


Lile  was  president  of  IDC,  having  succeeded  Everett 


R.  TfcJ'  Brick" 

Tucker,  who  died. 
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William  Lyon  bngfjy-showod  ooroeupterest  in  buying  a  portion  of  the 
IDC  property  fro^jj-MSolson  Financial  for  use  asVbcewery.   Concerns  about  the 
legality  of  this'usage  prompted  legal  research  by  MrsrCliaton  and  Richard 
Donovan^  Between  ca.  1980  and  early  1984.  Lyon  had  served  on  the  Arkansas 
State-Sank  Board  until  Governor  Clinton  sought  his  resignation,  an  event  Lyon 
blames  on  Jim  McDoufarr"** 


/  JinvMcDougal  was  the  pnncipal  shareholder  of  Madison  Guaranty.   By 

1985,  he  was  no  longer  an  officer  or  director  of  Madison  Guaranty,  but  by  most 
accounts  he  still  controlled  it  and  directed  its  daily  operations,  andxhe  remained 
the/chairman  and  president  of  Madison  Financial,  Madison  Guaranty's  real 
estate  subsidiary. 

Michael  Schaufele  was  Seth  Ward's  accountant.    He  has  known 
Webster  Hubbell  since  childhood  and  they  remain  close  friends  today. 

\  R.  Davis  Thomas,  Jr.  was  an  associate  in  the  Rose  Law  Firm's  real 
estate  section  and  he  worked  bnefly  on  the  acquisition  of  the  IDC  property, 
exchanging  one  draft  of  a  purchase  agreement  with  Dover. 

\      \Thomas  P.  Thrash  was  a  partner  in  the  Rose  Law  FimVs  real  estate 
sectiortv  He  also  worked  briefly  on  the  acquisition.  ^^ 


ietH>Ward,  a  semi-retired  businessman,  was  a  consult3"*  *"  MaHican 
Financial  and  purchased  part  of  the  IDC  property  in  a  transaction  fully  funded 
by  Madison  Guaranty.   He  is  Webster  Hubbell's  son-in-law  and  had  worked 
closely  with  Mrs.  Clinton  on  Little  Rock  Airport  Commission  matters  since  the 
Its  1970s.  /^----^ 


lobert  M.  Wilson,  a  lifelong  friend  of  Seth  Ward,  wassa  senior  officer  at 
Union  National  Bark.   The  Bank  was  a  creditor  of  IDC,  a  clienrof  !!-eNRcse  Law 
Firm  with  respect  to  that  debt,  and  a  creditor  of  Jim  McDougal  personally.   After 
retiring  fron^Jnion  National  Bank  at  the  end  of  1985,  Wilson  worked  for  N 
Madison  Financiaras  a  consultant  and  loaned  money  to  Madison  Financial  as 
well.    ;  \^     >v  / 

I  These  short  sketches^Stiould  not  leave  the  reader  with  the/impression 
that  ail  these  people  were^cjose'tovone  another  or  knew  each^other  equally  well. 
Some  i  of  them  knew  each  otrter  quiteweU^jbujotfiersjveje<fomparatrve   / 
strangers.   In  particular,  it  bearsmention  thaTMcDougal  and  Ward  were- not 
close,  ihaving  never  met  before  Denton  introduced  them,  and  McDougal  had  no 
close  t»es  to  any  of  the  people  associateoSwith  IDC.  ^S 


104        Lyon  Senate  Testimony,  Jan.  23.  1996,  at  5-8.  16. 
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so.  this  would  not  have  put 
equity  in  the  aeaj. 


le  lawyers  Qajotice  that  Ward  would  have  no 
uld  give  Madison  Financ~iaT~a-~270-day  option  to  buy  all  his 
land  back  atebst  and  would  receive  commissions  on  everything  that  was  sold. 
Thrash  and  Thomas  both  say  they  knew  none  of  these  things  and  a  number  of 
circumstances  support  iheir  testimony.'  2   Furthermore,  even  iffaey  had  known 
some  of  these  things^ji-doesTiot  rollow  That-they_knew  anything  about  Madison 
Guaranty's  Rule-V(C)  problem,  and  both  men  denyRrrswmg  anythingxabout  the 
/  rule  or  Madison  Guaranty's  problem  with  it.173   As  shown  m^-the  next  section 
below,  mere  is  no  evidence  that  any  Rose  Law  Firm  lawyers  (other  than 
Hubbell)  knew  of  these  terms,  and  little  reason  to  think  that  they  had  anything 
to  do  with  this  aspect  of  the  deal.  \ 


c.         The  deal  between  McDouqal  and  Ward. 

Except  for  the  discussion  of  the  meeting  among  McDougal,  Schaufele 
and  Ward  on  McDougal's  birthday,  the  presentation  thus  far  has  focused  on  the 
negotiations  with  IDC.   The  presentation  now  turns  to  the  agreements  between 


y 

\i  71 0~.  continued)  / 

MR.  GIUFFRA:   And  you  met  with  Mr.  Ward  on  the  19th. ^correct? 
That" s  wnat  your  billing  recoras  show. 


MR.  THRASH:   Yes,  that's  correct. 


MR.  GIUFFRA:    Now,  do  you  know  whether  you  made  this  change  in 
the  draft  after  meeting  with  Mr.  Ward? 

MR.  THRASH:   What  I  think  happened,  counsel.  iS" 
agreement  over  to  Mr.  Dover  which  contained  thV-atfiliate 
anguage.   I  believe  I  was  getting  tied  uo  in  other  transactions>arjd 
sve  T-omas  '0  cc~e  in  arc  assist  ~e  'n  *his  trar 
are  en,  he  mace  seme  cnanges,  he  nac  several  telephone 
conferences  with  Mr.  Dover.  I  believe  one  with  Seth  Ward.   This  is  - 
I'm  speculating  a  little  bit.  because  I  don't  rememder  Mr.  Ward 
contacting^  us  "asking  us  to  make  this  cnange.    But  I  think  that's 
probably  what  happened,  Mr.  Ward  asked  us  to  make  this  change  and 
probably  askea\DavexIhomas  and  he  made  that  change. 


Thrash:  Senate  Testimony,  Jan.  31, 


172        Thrash  Interview,  Dec.  1,  1995,  at  31; 


/ 
19,  1995,  at  17,/ 9-23. 


The  supporting  circumstances  mclude:x-Ward's  financing  was  not  executed  until  after  .closing 
and  after  Thrash's  last  timesheet  entry.   SW4-040;  FDICHRC  0089;  DKRT11  000876.   The 
Beach  Abstract  file,  closing  statements  and  title^commitments  do  not  mention  financing.   IG 
I      Ex.  lit— 42.   Thrash's  timesheet  entnes  tend  to  specity~lhe-4ocuments  jig_ieviewed  and  nothing 
~""~~pedaintngnq  financing  is  mentioned.    DKRT1 1  000875-76.    See  Letter  from  Alden  L  Atkins  to 
BruceA>Ejic£so,  Feb.  2,  1996,  at  1-2,  which  makes  these  points,  among  others. 

173        Thrash  Interview.  Dec.  1,  1995.  at  24-25;  Thomas  Interview,  Dec.  19,  1995,  at  18-19. 
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McDougal  and  Ward.    As_staJPd  parlipruftemain  issue  here  is  wnether  anyone 
al  the  Rose  LavvJ|-imTl<new  of  or  worked  orTtfTeBe^agreements.   The  eviaence 
just  discussed'strongly  suggests  that  Thrash  and  Thomas  had  no  such 
knowledge  and  did  no  such  work.   This  leaves  the  others, "who  knew  Ward  far 
better- than  Thrash  or  Thomas  did.  and  who  and  might  reasonabJy  have  been 
expected  to  help  him^cametyrMrs.  ClifTturrafldJHubPell. 


The^terms  of  the  deal  between  McDougal  and  Ward^are  ambiguous, 
were  sharply  disputed  and  resulted  in  litigation  that  lasted  for^years.   Those 
terms'were  set  forth  in  five  documents  dated  in  September  and  October  1985. 
as  well  as  in  a  host  of  documents  executed  the  following  spnng.   The  five1 
documents  from  September  and  October  1 985  are: 


Date 


Document 


Sept.  3,  1985 


Sept.  13,  1985 


ept.  24,  1985 


\      Sept.  24,1985 


Memorandum  from  McDougal  to  Ward  dividing 
the  land  and  giving  Madison  Financial  an. 
option  to  buy  Ward's  part. 

Assignment  of  real  estate  to  Ward. 

First  letter  from  Ward  toMcOougal, 
countersigned  byJdcBougal;  marked  "void"; 
gives  Ward  a  commission;  gives  Marfan 
Financial  an  option  but  places  no  pnce  on  the 
option;  does  not  give  Ward  any  real  estate  to 
keep  after  exercise  of  the  option. 

Second  letter  from"Wacdto"MsDougal; 
backdated  to  Sept.  24,  1§85j  giveXWard  a 
commission;  pays  Ward  S35.^C0  forlr^e 
option;  gives  Ward  22.5  acres  ("Holman 
Acres")  to  keep  after  exercise  of  the  option. 


Loan  of  $1.15  million  from  Madison  Guaranty 
to  Ward,  purportedly  to  finance  Ward's 
acquisition  of  his  part  of  Castle  ,G rande, 
tered  into  11  days  after  IDG' sold  the  real 
Ward  and  Madison  Financial.'7/ 


/ 


J4        Evidently  Madison  Guaranty  financed  the  sale  on  its  own  before  documenting  the  loan 
to  Ward^JheNaan.  once  documented,  showed  that  Ward  had  borrowed  the  entire  purchase 
pnce  of  $1,150^)00  on  a  non-recourse  basis:  Ward  put  no  money  of  his  own  at  nsk.    IG  Ex.  III- 
48;  Ward  v.  Madison  R.T.  24-25. 
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Q      Going_baek-tc  tap  3G-tec-a^moment,  |ust  a 
couple  otqtJestions  --  just  one  really.    At 
bottom  here,  Rick  Massey  has  written  a  note.  theSast 
part  of  which  says  "Madison  has  continually  had 
regulatory  net  worth  problems." 


ras  that  something  you  knew  at  this  time-?^ 


A      Well,  I  knew  the  idea  behind  the  preferred 
/  stock  offenng  was  to  try  to  raise  money  for  Madison 
/      to  be  able  to  meet  its  capital  requirements.   I  knew 
that  back  when  the  representation  was  undertaken  by 
Mr.  Massey. 

Q      And  you  knew  also,  didn't  you,  that  unless 
and  until  Madison  met  its  capital  requirements,  the 
securities  department  was  not  going  to  let  Madison  go 
ahead  with  the  broker-dealer  action? 


A      That's  right.   The  secunties  commissioner 
had  conditioned  Madison's  being  able  to  go  forward  orv 
Xts  meeting  its  regulatory  requirements. 

Q      Looking  at  tab  38  just  for  a  secoocLis- 


there  any  particular  reason  you  would  have  cc'd  Vince 
Foster  on  this  July  17  memorandum? 

A      I  believe  that  Mr.  Rule  mentions  MrTToster 
in  his  memorandum  that  we  were  just  looking  aTinJhe 
ast  sentence.   "If  you  have  any  other  questions 
qive  rr.e  or  Vince  Foster  a  cali."    Mr.  Fester  was  the 
anomev  I  worked  for  on  the  FSLIC  representation  and 
I  assumeNthat  because  he  was  mentioned  in  Mr.  Rule's 
memoNl  ccXhim.34* 

D.        Analysis. 

1.         Matters  l-^^and  6C 


The  Rose  Report  found  hbvbasis  to  bring  a  claim  based  on  the  Rose  Law 
Firm's  work  for  Madison  Guaranty  wttbrespect  to  these  matters.   Asmoted 
above,  nothing  in  the  new  evidence  charrgesthat  analysis.    In^addition,  the 


polling  agreement  does  not  cover  these  matters. 


346        Clinton  Interview.  Feb.  14,  1996.  at  91-96. 
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Matter  5 


The  investment  in  Castle  Grande  has  been  questioned  on  numerous 
grounds,  but  most  ofjbese-frave  nothing  to-dojfvrth  the  Rose  Law\Firm.   The 
acquisition  ofCasfle  Grande  did,  however.  involve~frre~JRose  Law  Firm  to  some 
extent.   The  acquisition  can  be  questioned  on  the  theory^hat  Ward,  having 
given  Madison  Financial  an  option  on  the  land  and  having  placed  no  money  of 
his  own  at  nsk.  was  really  a  straw  man  purchaser  for  Madison  Froancial^ 
pursuant  to  a  scheme  to  circumvent  Arkansas  law.   This  theory  seems  first  to 
have  been  advanced  in  the  Ward  v.  Madison  litigation,  in  which  Madison 
Guaranty  and  Madison  Financial  (two  years  after  McDougal  and  Latham  had 
been  removed)  stated  the  following  in  an  answer  to  an  interrogatory  asking 
about  their  "unclean  hands"  defense: 


Plaintiff  [Seth  Ward]  personally  profited  from  the  transactions  with 
Jim  McDougal.   With  knowledge,  the  Plaintiff  agreed  to  purchase 
a  section  of  the  Undeveloped  Property  [Castle  Grande]  in  his 
name  so  that  Madison  Financial  Corporation  would  not  exceed  its 
investment  limitations,  imposed  by  the  FHLBB,  of  6%  of/fhe 
assets  of  the  corporation.    In  effect.  Plaintiff  acted  as^a  straw  man 
for  the  real  estate  purchase  for  the  mutual lb$nefft  of  himself,  Jim\ 
McElougal  and  other  individuals.347  


Arkansas  law  (Rule  V(C))  limits  the  amount  of  money  that  an  Arkansas 
savings  and  loan  may  invest  in  real  estate  to  six  percent  of  assets.34*  At  the 
\time  of  Madison  Guaranty's  last  examination  before~!rre-Castle  Grande 
transaction,  in  1984,  Madison  Guaranty  had  been  OTtreized^for-violating  this 
limitation,  and  in  response  Madison  Guaranty's  Board  of  utrectors^had 
promised  to  bring  it  into  compliance  with  this  limitation.349 


347  Defendants^esoonses  to  Plaintiff's  First  Set  of  Interrogatories  and  Requests  for. 
Production  of  DocomentSvdated  June  2,  1988  in  Ward  v.  Madison,  answer  to  Interrogatory 
No.  18,  at  11-12.    Defendarrtsdid  not  do  much  with  this  theory  at  tnal.   Also,  the  regulation  at 
issue  is  a  state  regulatiofvnot  arvfHLBB  regulation. 

348  |   Rule  V(C)  of  the  Rules'and  Regulation  of  the  Arkansas  Savings^and  Loan  Association 
Board!   See  Ward  v.  Madison  R.tNi9;  Latham-Deposition  at  7^Jiee^also  IG  Ex.  111-50,  at  2. 
minutes  of  Madison  Financial's  boanaotdirectors  dated  Jan.  21,  1985,  which  authonze 
McOougal  "to  make  any  acquisitions  he  deems  necessary,  with  the  requirement  that  such 

acquisition  net  cause  the  Savings  and  Loan  krexceed  its  5%  of  assets  limitation  for  investment 
in  the  Service  Corporation  .  .  . 

349^^Accbrding  to  the  Report  of  Examination  as  of  January  20,  1 984,  Madison  Guaranty's 
total  investment  in  Madison  Financial  was  S2. 386. 590,  or  14.1  percent  of  assets.   PMS0331. 

(continued...) 
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According  to  Mariisg"J3tjarantyIli^pf  Financial  Officer.  Greg  Young, 
the  investment  iirjutanOn  meant  that  MadisorTGoaxanty  could  not  purchase  the 
entire  Castle-Grande  parcel  itself.350   McDougal  and  Ward  developed  the  idea 
of  having/Seth  Ward  purcnase  part  of  Castle  Grande,  so  thai  the  purchase 
pnce.of  the  remainder  to  be  purchased  by  Madison  Financial  would  not  exceed 
the  limit.   Accordingjq_J©hrrLalliaiii,  tl  iere-weie_at  least  three  attractions  to 
structuring  thejfafisaction  this  way: 

/  S  \        A 

a        Complying  with  the  Arkansas  statute.  X 

\ 

o  Providing  Ward  with  an  opportunity  to  make  some  money. 

o          Obligating  Madison  Financial  only  to  purchase  the  portion  of  the 
property  that  it  really  wanted-the  portion  it  hoped  to  usetfor  a 
residential  development,  as  opposed  to  the  portion  set  aside  for 
industrial  development.151 

Two  issues  are  apparent:   Did  the  structure,  rather  than  complying,  with 
Arkansas  law,  unlawfully  seek  to  circumvent  it,  or  was  it  even  fraudulent?   If 
\  creation  of  the  structure  was  fraudulent  or  intentional  misconduct,  did  the  Rose 
\Law\Firm  have  anything  to  do  with  its  creation,  and  therefore  any  responsibility 
fhr  the  illegality? 


\1j.  \   The  legality  of  the  acquisition. 

The  first  question  is  whether  the  acquisition  of  Castle  Grande  was 
fraudulent  or  otherwise  intended  to  violate  Arkansas  law.   The  short  answer  is 
that  a  court  might  held  that  the  acquisition,  as  structtrnKLwas  fraudulent  and 
violated  Rule  V(C)  of  the  Rules  and  Regulations  of  Ihe-^rkarTsas^  Savings  and 
LoarsAssociation  Board. 


'^fraod:  McDougal  seems  to  have  concealed  the  terms  orbis  agreement 
with  Wardsfron\Madison  Guaranty's  and  Madison  Financial's  Boards  of 


349(... continued) 

The  board  said  it  would  cc^ply^wjth  the  regulation  and  had  taken  steos  to  do/so  by  collecting 

on  a  loan  made  to  Chns  Wade  in  connection  with  Campobello.   PMS0357. 

y 

350  Ward  v.  Madison  R.T.  12lXFor  reasons-expjained  beloy^y-eang  may  have  been 
wrong  in  supposing  that  Madison  Financial  could  lawfully  buy  any  of  Castle  Grande.  / 

351  ,  :G  Ex.  111-29.  at  3.   Latham  recalled  these  three  general  ooiectives  oupcculd  not  recall 
any  specific  conversations  on  the  subject  or,  for  thaTTBalter^wno  develgpe<rfhe  structure.  The 

-apse  LawsFirm's  Response  to  the  Reports  of  the  Inspeaora  GeneraCdated  Sept.  12.  1995 
("Rose-fiespOflse  to  IG"),  suggests  that  Latham  himself  developed  the  structure  and  flatly 
asserts  thaT^Madison  masterminded  the  structure  of  the  purchase  .  .  .'  (Rose  Response  to  IG 
at  52-53)  but  the  cited  evidence  does  not  establish  either  proposition. 
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Directors;  at  the  very  least-Latham  a 


horn  testified  that  the  Boards  haa 


nd_Sirayhoi 

not  approved  the^terms,  that  they  did  not  know~the4erms  and  that  they  could 
not  find  the^relevant  documents  (notaPly  the  second  version  of  the  September 
24.  1985- letter)  in  Madison  Guaranty's  files  or  Madison  Financial's  files.352 
This^evidence,  if  credited,  would  establish  concealment  by  someone  who.  as  a 
director  of  MadisonFjnanciat,  had  a  autyno-discjose  the  facts.    If  would  not, 
however,  estab+tsnfraud  on  the  part  of  anyone  else>-Ward  as  a  consultant  did 
'not  have^the  same  duties  as  McDougal  as  a  director.    No^eyidence  has  been 
found  suggesting  that  Ward  knew  McDougal  would  conceal  thie.  terms  of  this 
deal/from  McDougal's  Boards. 

/        An  alternative  theory  of  fraud  is  that  the  use  of  Ward  as  a  straw 
purchaser  was  itself  fraudulent,  because  it  concealed  Madison  Financial's  intent 
to  acquire  the  entire  parcel.   That  theory  is  best  explored  in  light  of  the  issue  of 
whether  the  acquisition  violated  the  Arkansas  regulation  and  if  so  whether  the 
use  of  Ward  was  designed  to  conceal  that  violation. 
i 

\           Violation  of  the  Arkansas  regulation:   Rule  V  of  the  Rules  and' 
Regulations  of  the  Arkansas  Savings  and  Loan  Association  Board  pertains  to 
service  corporations.    Rule  V(A)  permits  their  creation  and  lists  their  permrtting 
\activities,  which  include  "[acquisition  of  unimproved  real  estate'lots,  and  other 
unimproved  real  estate  for  the  purpose  of  prompt  development  and  subdivision 
.  . \/   Rule  V(C)  limits  a  savings  and  loan's  investment" in  its  service      \^ 
corporations.    It  provides:  : 


C.        Limitations: 

An  association  may  make  any  in  vestrrieTitHJG.de  r  this  section 
if  its  aggregate  outstanding  investment  in  the^capjtalstock, 
obligations,  or  other  securities  of  service  corporatioftsvand^x 
bsiciafies  :her=cf  (including  all  leans,  secured  cr  unsecured',  to 
^service  corporations,  or  any  subsiaianes  thereof,  and  to  joint 
ventures^  of  such  service  corporation  or  subsidiaries,  whether  or 
not  the  association  is  a  stockholder  in  such  service  corporations) 
would  notexceed  thereupon  six  (6%)  percent  of  the  association's 
assets.    Forvfhexpurpose  of  this  section,  the  term  "aggregate 
outstanding  investment"  means  the  sum  of  amounts  paid/for  the 
acquisition  of  capital  stockier  securities  and  amounts  invested  in     , 
obligations  of  serviceXorporationsJess  amountsreceived  from  the 
;  sale  of  capital  stock  or  secunties  cTservtces'corporations  and    / 
I  amounts  paid  to  the  association  to  retire  obligations  of  service^ 
corporations. 


352        Ward  v.  Madison  fl.T.  196;  Latham  Deposition  at  18-19,  33-34. 
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j  the  testirnooy-of  LatharTV4tj<yould  apoear  that  the  issue  here  is 
sorHjuaranty's  investment  in  its  service  corporation  Madison 


/ 


To  read  the  testir 
whether  MadisoJvSuaranty'w 

Financial  includes  the  51 ,11 5.000  loaned  to  Seth  WarehtQ  pay  for  his  portion  of 
the  IDCproperty  as  well  as  the  S600.000  that  Madison  Financial  paid  for  its 
portion  of  the  IDC  property.    Ironically,  Madison  Guaranty  may^have  violated  the 
regulation  regardlej 

With  one  exception  (from  May  1985),  the  weekly  reports  prepared  by 
GregXounQ  an0"  entitled  "Investment  in  Service  Corporation''  have  not  been 
/      located.   Therefore,  it  cannot  be  said  with  assurance  what  Latham  and  \ 

MeDougal  knew  about  their  Rule  V(C)  situation  when  it  came  time\o  close  the 
IDC  acquisition.   The  most  that  can  be  said  is  that  financial  statements  as  of 
September  30,  1 985  show  that  Madison  Guaranty  was  roughly  5360,000  in 
excess  of  the  limit  as  of  that  date,  five  days  before  the  closing.353  Therefore, 
;  whether  Madison  Guaranty's  investment  includes  only  the  S600.000,  or  the 
151,115,000  as  well  as  the  5600,000,  the  acquisition  of  Castle  Grande  would 
violate  Rule  V(C). 


\ 


Be  that  as  it  may,  the  parties  seemed  to  think  that  by  reducing  the 
\   investment  to  5600,000  they  would  have  avoided  a  violation  of  Rule  V(C).354 
\As  intent  matters,  the  analysis  turns  on  whether  Seth  Ward  should  be  deemed 


353    \Madison  Guaranty's  assets  totaled  S93.2  million.   Madison  Guaranty's  Monthly  Report 
to  the  FHkJ38  as  of  September  30,  1985,  line  050.   Six  percent  of  this  is  S5.6  million. 
According  to  Madison  Guaranty's  Monthly  Report  to  the  FHLB8  as  of  September  30.  1985, 
Madison  Guaranty's  investment  in  Madison  Financial  totaled  $5.96  million,  or  roughly  5360,000 
in  excess  of  the  limit.   Id.,  §  K.  line  005.  

\ 


354       Alternatively,  Madison  insiders  might  have  thought  thetransactiorhsid  violate  the  rule. 
DavisxFitzhugh  suggested  as  much  in  his  recent  testimony  when  he  was  askea^why  McOougal 
had  pressured  him  to  buy  the  Levi  Strauss  building:  ^.  \ 

\  \ 

SEN.  GRAMS:   No,  you're  an  employee  of  Madison  and  you  said  you\ 

weresinstrt)cted  to  buy  this  parcel.   Mr.  MeDougal  told  you  to  buy  it. 

Did  he  "explaJhsWhy  he  wanted  you  to  buy  it  again,  because  he  had  to 

shift  someNwtes^or  dollars  away  from  Madison;  they  were  overbooked, 

so  to  speak,  ^n  land>and  that  they  needed  to  move  some  of  this  land/ 

around,  flip-flop/so  to  speak?  Was  that  the  way  the  instructions 

came  to  you? 

MR.  FITZHUGH:  ^Vell,  it  was~wefr4cnowi!_ajJ4ad46<jrfat  the  time 
that  because  of  this  land  purchase,  they  had  more  money  -  or  not  more 
money;  more  assets  in  the  finanoetkeorporation  than  they  should.   And 
this  Levi  Strauss  Building  was  only  cne^otmany  pieces  of  property    ,-  ' 
\that  the  savings  and  loan  sold  off.   So  I  wasfrot-singled  ouuo— -^"""^ 
purchase  something.   It  occurred  with  several  other  people  and  several 
reels. 

Fitzhugn  Senate  Testimony,  Jan.  31.  1996.  at  37. 
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a  bona  fide  bcrrowerinjus-own  nght.  separate. and  distinct  from  Maaison 
Financial,  or  wfjetner  he  should  be  deemed  astf^w-jrian  or  nominee,  who  is 
simply  holding^  the  land  for  Madison  Financial,  so  thatthevjand  did  not  show  up 
on  its  books  as  a  violation  of  Rule  V(C).   There  are  no  reported  cases 
construing  Rule  V(C).    Nevertheless,  the  situation  is  similar  to^that  presented  by 
the  federal  regula^ipj>4irntring"  loans  to  on^trorfewejv355   That  regulation  limits 
total  lendinojo-tfne  borrower  to  a  percentage  of  an  institution's  assets.   The 
pertment^ssue  is  whether  a  borrower  that  appears  to  be  separate  ancKdistinct 
actuallv'is  a  straw  or  nominee. 

A  case  from  the  United  States  Court  of  Appeals  for  the  NintfV  Circuit, 
United  States  v.  Brown,256  is  instructive.   An  Oregon  thnft.  State  Federal 
Savings  &  Loan  Association,  had  financial  difficulties— <n  particular,  a  tot  of 
foreclosed  real  estate  (in  savings  and  loan  parlance,  "real  estate  owned."  or 
"REO")  on  its  books  that  earned  little  revenue.    New  management  wanted  to 
get  this  REO  off  of  State  Federal's  books.    Management  agreed  with  a  real 
estate  developer  and  borrower,  Nevis,  to  loan  him  money  so  that  he  could  buy 
the  REO.    State  Federal's  loans  to  Nevis,  however,  already  exceeded  the  limit 
imposed  by  the  loans  to  one  borrower  regulation.   Therefore,  State-Federal's 
management  entered  into  a  senes  of  transactions  designed  to  put  money  into 
Nevrs'  hands  while  concealing  that  fact.   One  such  transaction- involved' 
defendant  Brown.   The  Court  of  Appeals  descnbed  that  transaction  as  follows: 


N^e  [Brown],  in  effect,  had  one  of  his  companies  (Marin  FoHorai) — 
purchase  certain  property  from  Nevis  and  obtain  a  loan  from  State 
Federal  to  finance  that  purchase.  The  money  went  to  Nevis,  and 
Nevis  retained  possession  of  and  the  nght  to  repurchase  the 
property.    Srcwn  guaranteed  the  lean  but  Nevis^weed  to  pay  it 
off.   The  sale  would  not  have  been  made  had  repurchasevnot 
\peen  agreed  to  in  advance.    Brown  and  his  comoanVwere  quite 
v  cteariy  no  mere  than  nominees  ana  vehicles  for  getting  sash  frarn 
^ate^Federai  to  Nevis.357  \  v- 


355  Now  12  C.F.R.  §  563>93  (19951  At  the  time,  it  was  12  C.F.R.  §  563.9-3  (1985).,  An 
even  closer  analogy  would  be  prasented^byjhe  FHLBB's  direct  investment  regulation,  which, 
like  the  Arkansas  regulation,  limrteQNnvestmemirT-saivi.ee  corpooacnsT  12  C.F.R.  §  563.9-8 
(1985)1,  later  renumbered  12  C.F.R.  §563.98  (1990).  expired  July  13,  1990. 


356  .  312  F.2d  1040  (9th  Cir.  1990).    See  alSO^Qnited  States  v.  Tuilos,  363  F2d  539.  691-96 
(5th  Cir.},  cert,  dented,  490  U.S.  1112  (1989);  United^Sta4es^J<indig^aEAT. 2(i  703,  704-08 
t5tfx^Cir.  t988);  United  States  v.  Gnffin,  579  F.2d  1104,  1109-10  (8th  Cir.),  cert,  denied. 
439  U\5r-Saj>?978). 

357  United  States  v.  Brown.  912  F.2d  at  1041. 
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On  these  facts,  the  Court^gLAppeals  affiggedBrown's  conviction  for  aiding  and 

y  management  but  reversed  his 


abetting  bank  frau^-andfalse  entnes  by 
conviction  fpp-conspiracy.358 


/Compare  the  situation  in  Brown  with  the  situation  here.  Madison 
Guaranty  funded  lOO^pefcenrot  ward's  arqt«S4tiQnof  his  portion  hi  Castle 
Grande,  and  did-3oweeks  before  Ward's  loan  applicaTienwas  approved.   The 
/loan  was  nonrecourse;  Ward  placed  none  of  his  own  moneys  risk.35^ 
/  Madisoir'Financial  had  an  option  to  buy  back  all  of  Ward's  land\save  pemaps 
for  2Z5  acres.   Madison  Guaranty  acted  in  ail  respects  like  an  owner   It  took 
charge  of  selling  Castle  Grande,  including  Ward's  part,  and  sold  thevland:  Ward 
probably  did  not  have  a  chance  to  approve  the  sales  pnces.    It  conveyed 
parcels  to  the  purchasers;  typically,  the  deeds  reflected  Madison  Financial,  not 
Ward,  as  the  vendor.   Until  parcels  sold,  Madison  Financial,  not  Ward.. collected 
the  rents  and  paid  all  taxes,  insurance  and  fees.   On  these  facts,  it  seems 
highly  probable  that  Ward  would  be  deemed  a  straw.   Indeed,  Madison 
Guaranty  alleged  as  much  in  defense  of  Ward  v.  Madison.360 

\       As  noted  above,  the  use  of  Seth  Ward  as  a  straw  has  some  of  the/ 
\  earmarks  of  a  fraudulent  or  intentional  attempt  to  violate  the  law.   Madison 
vauaranty's  books  and  records  were  made  to  reflect  a  loan  to  a^third  person,  not 
a  ^traw.   The  terms  of  Ward's  agreement  with  McDougal  seem  to  have  been 
hidden  from  others.   Latham  and  Strayhom  say  theyJwrew  nothing  of  the^ 
seconoVlertar  of  September  24,  1985,  and  Stravhom  savs  no  copy  ni  !t  couJd  be 
located  irNvladison  Guaranty's  or  Madison  Financial's  files.36'   At  a  minimum, 
it  would  seem  that  McDougal  handled  the  transaction  in  a  manner  designed  to 
mislead  FHLBB  examiners  and  regulators. 

\v     Even  if  this  conduct  were  not  deemed  fraudulehtv-boweveA  it  seems 
likery^tbat  it  would  be  deemed  an  intentional  violation  of  the"Arkansas 
regulation^ and  that  would  be  actionable  as  an  intentional  breacfc  of  McJDcugal's 
fiauc;a'ryvdubes.  \         \ 


358  \ld.  at  1042^*5.  the  court  found  ample  evidence  that  "Brown  engaged  in  activities 
wnicn  misrepresented  we  trufevporrawer  and  true  purpose  of  me  loans,  all  with  the  intention  of 
deceiving  State  and  Federal  officials,  FSLIC.  and  FHLB,*  and  therefore  affirmed  the  aiding  and 
aPetting  count.  On  the  other~ftand,  the^court  found  no  evidence  that  Brown./Who  participated  in 
only  one  transaction,  knew  of  the^other  deleQdants'  broader  conspiracy,  and  therefore  reversed 
the  conspiracy  count.  ^\  ^ ^^ 

359  ( In  contrast.  Brown  had  guaranteealslevis'  repayment. 

360  Defendants'  Responses  to  Plaintiffs  First  Serpf-4oie_np^ajoj]es_and^equests  for 
■"PwjjjuctiorKof  Documents,  dated  June  2.  1 988  in  Ward  v.  Madison,  answer  to  Interrogatory 

No.  Iffr-at-il^ 

361  Latham  Deposition  at  16-20.  34-36;  Ward  v.  Madison  fl.T.  194-95. 
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A  fiduciary  is  notjujpjiialicallyJiabJefor  violating  the  law.    Good  faith 
attempts  to  manage-a  corporation's  affairsmay-not^give  nse  to  liability  even  if  a 
statute  or  regulation  is  violated.362   But  conversely,  a  "fraudulent  or  intentional 
effort  tO/tfiolate  a  statute  or  regulation  will  almost  certainly  constitute  a  violation 
of  a  fiduciary's  duty  of  care— indeed,  as  the  Brown  case  illustrates,  it  may  be 
criminal.   Thus,  whileibe-btrsiness  juUynrefrt-cuJejs  recognizea  in\ 
Arkansas,363  the-ruie  obviously  has  no  application  to~-f*audulent  or  intentional 
'  attempts  tcviolate  the  law.364 


/  While  this  transaction  looks  like  an  intentional  effort  to  violate  theN> 
Arkansas  regulation,  and  to  cover  up  that  violation,  some  evidencexsuggests 
that  the  parties  might  have  thought  the  acquisition  as  structured  wouJd  be* 
lawful.    Neither  side  in  Ward  v.  Madison  senously  urged  that  the  transaction 
was  unlawful.    Hubbell,  who  paid  some  attention  to  the  Ward  tnal  and  attended 
the  closing  arguments,  doubts  that  Ward  was  a  straw,  at  least  as  Hubbell 
understands  the  term: 


Q.        In  1985,  did  you  give  any  thought  whatsoever  as  to 
\        whether,  given  the  terms  as  you  understood  them,  Mr.  Ward'might 
\      be  considered  a  straw  man  or  nominee? 

A  A- 

v     ihback  in 

Xkndw.   "Straw  man"  means,  to  me,  somebody  who  you  clear  title 
through.    So  I  don't  think  that's  the  way  I  would  look  at  it,  if  I  sold 


\ 


Yeah.   You  know,  you  use  the  word,  and  I  remember 
aw  school.   But  I  didn't  give  it  arwcorrsideration,  you   x 


property,  and  you're  trying  to  clear  it  to  sell  it  through  a  straw 
man.365 


In  addition,  the  question  was  put  to  Latham, 
thafhe  believed  the  transaction  was  lawful: 


v  Q.        You  said  that  Madison  Financial  could  not  have 
taken  Vdeal  as  large  as  the  I.D.C.  deal  that  Mr.  Ward  brought 
becabse  oKregulations. 


\ 


\ 


362  E.g..  FDIC  v.  Bensbn^. 867 >vSupp.  512.  521-22  (S.D.  Tex.  1994)  (applying  Texas  law). 

363  !   Hall  v.  Staha.  303  Ark.  673*4378.  80&"S^V4d396,  399Jt§96^ffTC  v.  Eason.Al  F.3d 
1126.  1133-34  (8th  Cir.  1994)  (applyirig^Arkansas  law). 


364        3A  William  Meade  Fletcher.  Cydcpedta-cf  the  Law  of  Pnvate  Corporations  §  1040.  at 
51-52  (tev.  ed.  1994).   No  Arkansas  case  on  pomt^TasJjee^lo^te^JTp-estaPlisri  liability 

Tder  Tdxas  law,  however,  a  plaintiff  must  show  that  the  fiducianes  "participated  in  acts  that 
they*n«wWete  illegal  at  the  time."   FDIC  v.  Benson.  867  F.  Supp.  at  522. 


365        Hubbell  Interview,  Dec.  27,  1995.  at  22:17-26. 


12168380 

Privileged  and  Confidential 


-147- 


Attomey-CIienl  Privilege 
Attorneys'  Wont  Product 


3298 


^_that  point  ifljjmo  that  was  correct. 


^<1.        Madison  Financial  could  have  taketvlhe  deal,  could  it 
r\aC  if  it  had  received  financing  from  someone  other^than  Madison 
/Guaranty? 

Yes. 


Q.        And  there  was  no  violation  of  the  regulations  from 
/Mr.  Ward  to  receive  financing  from  Madison  Guaranty?    \  \ 

\        \ 
A.        I  don't  think  so,  as  long  as  Seth  had  the  financial 

ability  to  assume  that  obligation  on  his  own.366  \ 

Given  the  apparent  attempts  to  conceal  the  substance  of  the 
arrangements  between  McDougal  and  Ward,  one  may  question  whether 
Latham  senously  believed  what  he  said.    In  any  event,  the  conclusion  he 
reached  is  of  doubtful  merit.   One  can  assume  that  Seth  Ward  had  the  ability  to 
assume  the  obligation  on  his  own.367   Even  so,  two  problems  remain  with 
1    Latham's  position.    First,  factually  speaking,  Ward  had  no  reason,or  incentive  to 
\pay\he  loan  unless  he  could  profit  by  doing  so,  for  the  loan  was  nonrecourse. 
Second,  legally  speaking,  Ward's  "financial  ability  to  assume'that  obligation  on 
his\Dwn\s  not  a  defense  where  the  transaction  isslwctured  to  conceal^ 
violathan  oKa  regulation  limiting  the  ability  of  the  financial  institution  to  makg  the 
loan. 


An  Arkansas  case  decided  a  few  years  before  the  Castle  Grande 
transaction,  United  States  v.  Parsons,266  illustrates  tfie~-secpnd  point.   Parsons 
was  the  treasurer  of  a  school's  credit  union.   He  needed^more^money  than  the 
crearkunion  could  lawfully  loan  to  him.   Therefore,  he  convinced  several 
'eac^erssto  take  out  leans  in  their  own  names  and  deliver  mos\pf  the^proceeds 
to  nim^Sn  appeal  from  his  conviction  for  misapplication  of  credit-union 
fundsiand\(alsXentnes,  he  argued  that  the  jury  should  have  received  an\ 
instruction  thai  hVoould  be  convicted  only  if  the  prosecution  proved  that  he 
knew  the  otherleachers  lacked  the  ability  and  intent  to  repay  their) respective 
loans*   The  court  reiectedvthis  argument,  holding  that  where  the  straw  is  used 


367      ^A  financial  statement  (or  Setfi  Ward  as  3^1985  has  been  iocated.    It  spows  ample  net 
worth.   \ 

368^-€46>^d  1275  (8th  Cir.  1981). 

369        Id.  at  1276-77. 
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to  conceal  violation  of  ajegal  limitation  onignding,  the  financial  condition  of  the 
putative  borrower^s-lfrelevant.370 


The  analysis  in  this  section  to  this  point  parallels  thano  the  Rose  Report. 
Having  reached  this  point,  however,  it  must  be  conceded  that  the  argument  that 
Ward  was  a  straw  isj^eakeTThan  it  seemeiJ~on~I}ecember  28,  1995. 
r/otwithstanding-ifie  Parsons  case,  one  must  grant  trial-Ward's  recent  testimony 
/'about  his  desire  to  buy  the  IDC  property  himself,  and  his  ability  to  do  so,  might 
/  well  influence  a  tner  of  fact  to  find  that  Ward  was  not  a  straw. Certainly  a  man 
who  was  ready,  willing  and  able  to  buy  a  property,  but  did  not  do\o  because 
he  recognized  that  he  owned  a  duty  of  loyalty  to  his  pnncipal.371  seems  much 
less  like  a  straw  than  someone  who  never  had  the  slightest  interest  in  a 
property  but  simply  was  doing  the  bidding  of  another. 

Even  so,  the  evidence  suggests  that  the  RTC  could  reasonably  state  a 

claim  against  McDougal  for  fraud  and  for  breach  of  his  fiduciary  duties;.   Greg 

Young  recently  descnbed  the  transaction  as  a  "straw  transaction,"  adding  that 

Madison  had  "made  him  [Seth  Ward]  the  loan  to  park  that  land"  untiLMadison 

v    had  the  ability  to  buy  it.372  Ward  himself  summed  it  up  in  his  recent' 

\  deposition  when  he  said  to  the  young  attorney  examining  him:      / 

y 
Q.        But  you  were  offered  a  transaction  thal^was  basically  risk 
to  you  by  Mr.  McDougal?  ^^^  s^ 

A.         Yeah,  and  I  took  that.   And  you  would  have  too. 

Perhaps  McDougal  could  defend  himself  by  arguing  that  he  had  a  good-faith 
^-belief  that  the  structure  was  lawful:  at  this  point  it  is  Rard-tc  determine  hew 
persuasive  such  a  defense  might  be.    In  any  event,  sucKa  clatm^if  brought 
aqainsi  McDouaal  alone,  would  not  be  cost-effective.374 


Toe  evidence  as  to  Ward  is  much  less  compelling  than  the.  evidence  as 
to  McDougal.   There  is  no  clear  evidence  of  an  intent  to  conceal.   Ward  says 


370  Id.  at  1279-80 

371  Ward  Deposition 

372  j  Young  Interview, 

'.Ward  Deposition,  Feb.  12,  1996,  aH4J-12 

374        McDougal  filed  for  bankruptcy  in  SeptemberT994-aodjoWajnejj_afrb'rder  of  discharge 
"^onJanuary<rA  1992  (PMS0532,  PMS0552),  well  before  the  enactment  of  the  RTC  Completion 
Act  oTTS^^T+ie  order  of  discharge  could  be  set  aside  only  if  the  RTC  could  prove  a  fraud  on 
the  bankruptcy~court;  proof  that  McDougal  defrauded  someone  other  than  the  bankruptcy  court 
would  be  of  no  avail. 
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he  had  no  iaea  that  thejraoeaction  migfrt-iaQJate  Rule  V(C).37S   One  mignt 
argue,  however^thafthe  nonrecourse  financingc^jupled  with  the  other  terms 
looked  tocgood  to  be  true.   Thus,  based  on  Brown,  perftaps  a  rather  weak 
claim  ought  be  stated  for  aiding  and  abetting  in  a  fraud  or  foxan  intentional 
violation  of  the  Arkansas  regulation.    The  strength  or  weaknessvof  such  a  claim 
need  not  be  considefed-tUrfher    Such  a  claTm-saonot  properly  be  brought 
against  Ward^because  he  has  been  released.376      ^""\.  \ 

For  purposes  of  this  report,  the  ultimate  question  is  not  whether  \ 
McDougal  or  Ward  could  profitably  be  sued,  but  whether  the  Rose  Law  Firm 
aided  and  abetted  them  in  what  looks  like  fraudulent  or  intentional  misconduct. 
/ 

c.         The  role  of  the  Rose  Law  Firm. 

Despite  the  new  billing  records,  the  extent  of  the  Rose  Law  Firm's 
involvement  in  the  IDC  acquisition  is  not  well  documented,  and  it  has  been 
further  obscured  by  faulty  memones.    Seth  Ward,  who  negotiated  the 
acquisition  for  Madison  Financial,  denied  that  the  Rose  Law  Firm  had  any 
involvement  in  the  purchase  of  Castle  Grande  either  on  behalf  of  Madison 
\  Financial  or  himself-a  statement  that  is  demonstrably  incorrect.377' 

\      \  y 

I  have  been  specifically  asked  whether  I  had-any 

\    discussions  with  anyone  from  Rose  concerjiing'lhe  Industrial         ^~ 

^Development  Commission  (IDC)  property  argnisitinn  whila  I  wns  it 

Madison.  I  would  think  that  we  used  some  lawyers,  but  I  do  not 

recall  who  it  may  have  been,  and  do  not  believe  it  to  have  been 

Rose.   I  do  not  recall  speaking  to  any  lawyers  concerning  water 

issues  in  that  project,  and  certainly  had  no  discussions  with 

anyone  concerning  delivering  water  services  off^site.    rhave  nc 

<nowledge  of  ever  discussing  at  all  any  issues  concerning  aX 


375  '  Ward  Deposjtion>£eb.  12.  1996,  at  14-15. 

376  Ward  received  a  generat^elease  from  the  RTC  when  he  settled  Ward  v.  Madison,  a 
settlement  in  which  the  RTCsrecovered.S325,000.  /'  / 


ml  told  the 


JG-tfiat 


he  does  not  remember 


377     ;  Seth  Ward  Interview.  Apr.  2S.1 994,  at 

the  Rose  Law  Firm  doing  any  legal  worKtor  Madison  Guaranty  on  the  Castle  Grande7 
transaction,  or  on  anything  else.   IG  Ex.  IIP3S.  at  2.  Ward  was  not  alone  in  denying  the  Rose 
Law  Firm's  rcie  in  the  transaction.   When  askec^accut  Castle  Grance,  cther^Jacison  Guaranty 
directors  and  officers  did  not  mention  the  Rose  L^w^Flmv-asJiavinc^Dy-^rivolvement  in  the 

Eg.vSteven  Cuffman  Interview,  Apr.  26.  1994.  tape  1,  at  34-35;  Sarah  Hawkins 
lnterview>Apr>^1-14,  1994,  at  71-72:  Don  Denton  Interview,  Apr.  28,  1994,  at  7-8.   Jim  and 
Susan  McOougal  were  deposed  but  each  invoked  the  Fifth  Amendment  and  declined  to  answer 
all  questions. 
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brewery,  liquor  licenses  or  a  q 


wet  or  dry. 


of  whether  a  particular 


Her"\s  not  the  only  one  wno  seems  to  have  forgotten^rhings;  the  Rose 
Law  Firm  lawyers  wno  handled  the  transaction  also  have  little  or,  no  recollection 
of  if.*79 


\ 


/  The-dbcuments  that  Darrell  Dover  and  the  Rose  Law^irm  have\ 

produced  do  not  deal  at  all  directly  with  the  arrangements  between  Ward  and 
Madison  Financial.380  As  discussed  above,  the  disappearance  oflhe  Rose 
Law' Firm  lawyers  dunng  the  drafting  phase  of  the  IDC  acquisition  is\pecu(iar, 
but  nothing  convincingly  demonstrates  that  the  lawyers  knew  Ward  was  a  straw 
and  with  such  knowledge  substantially  assisted  with  improper  aspects;  of  the 
deal.   The  agreement,  in  any  of  its  various  drafts,  is  an  innocent-looking 
document  that  would  place  nobody  on  notice  of  a  Rule  V(C)  violation.    Even  the 
change  in  the  language  from  "affiliate"  to  "entity  or  individual"  is  not  the  sort  of 
thing  that  would  have  suggested  incipient  wrongdoing.   To  the  sellers,  this, was 
an  all-cash  deal.    IDC  and  the  banks  really  could  care  less  to  whom  Madison 
Financial  might  assign  part  or  ail  of  the  property. 


\      \  / 

\      \  One  can  assume  that  Ward  told  Thrash  and  Thomas  thaflie  was  the 
assignee  and  therefore  needed  to  have  the  language  enccjnpass  him,  an 
indiVidua\but  not  an  affiliate.3*1    Even  so.  this  would^ncfhave  put  the  lawyers 
on  notice  that  Ward  would  have  no  equity  in  the  deal,  would  give  Mar|i<;nri 
Financial^^O-day  option  to  buy  all  his  land  back  at  cost  and  would  receive 
commissions  on  everything  that  was  sold.   Thrash  and  Thomas  both  say  they 
knew  none  of  these  things;  circumstances  support  their  testimony. 3a2 

NFurthermore,  even  if  they  had  known  these  things,  rfSc-es-not  follow  that  they 
knew  of  Madison  Guaranty's  Rule  V(C)  problem;  botfTmen  dehykknowing 
anytnmg  about  the  rule  or  Madison  Guaranty's  problem  withNt.383  Tkere  is  no 


igned 


378  !  Signed  statement  of  Seth  Ward,  Sept.  29.  1994,  IG  Ex.  III-35,  at  2-3.     \ 

V\ 

379  iThrash  Intetyiew/Qec.  1,  1995,  at  8:17-9:3.  10:22-11:18.   Thomas  Interview,  Dec.  19, 
1995,  at  6:23-7:4,  8:13M7.   Rubbell  recalls  the  transaction  but  not  having  any  role  in  it  himserf. 
Senatei  Heanng  TranscnptxDec.Nvl  995,  at  102:15-103:11;  Hubbell  Interview,,  Dec.  27.  1995. 
at  4:5-9:8.  X. 

380  The  one  exception  is  RIC  106218  throtiQ>-aiQJ092JJJJhe^c^y  of  the  September  24, 
1 985  letter  produced  by  the  Rose  law^Firm.   How  rt  got  into  the  Rose  Law  Finn's  files'  is 
unclear?  Hubbell  is  the  most  likely  source.^\  / 


hrash  Senate  Testimony,  Jan.  31.  1996,  aTTOT-QS^^ 


382  ""-See  fefler  from  Alden  L.  Atkins  to  Bruce  A.  Encson,  Feb.  2.  1996,  at  1-2. 

383  Thrash  Interview,  Dec.  1,  1995,  at  24-25;  Thomas  Interview.  Dec.  19,  1995,  at  18-19. 
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evidence  that  any  RoseLaw_Eirm  lawyarsjother  than  Hubbell)  knew  of  these 
terms. 

Habbell.  however,  stands  in  a  different  situation.    While  he  says  he  did 
not  work  on  this  martef.  he  also  says  that  he  knew  of  the  arrangements 
between  Ward  andMadtsoTn-inanciai.  atieast-inbroad  outline,  and  he  knew 
tfiem  shortly  aftefthe  transaction  closed.    Hubbell  knewof  these  matters 
because  )/Vard  discussed  the  transaction  with  Hubbell  witr>some  frequency. 
'    For  example,  Ward  acquainted  Hubbell  with  the  terms  of  the  September  3, 
1985  memorandum:  \ 

/  v 

Q.        Let's  turn  to  the  next  page,  which  says  "Defendant's 
Exhibit  31"  and  also  says  "SW1 -004."   It's  a  memorandum  dated 
September  3,  1985.   Again,  let  me  ask  you  if  this  is  a  document 
you  saw  in  1985  or  1986. 

A.         I  may  have  seen  it  after  the  closing.    Seth  may  have 
brought  a  copy  home.    So  I  can't  say  that  I  haven't  seen  it. 
Okay? 

\     \  Q.        Okay. 


\        Do  you  have  any  recollection  of  discussing  the  terms  of  thrs^ 
"\document  with  Mr.  Ward?  


A.         He  discussed  everything.    So  I  mean  -  I  mean  this 
specific  document,  no.    But  his  deal  with  Madison,  he  talked  about 
it  all  the  time.  ■'      --^._ 

Q.        Approximately  how  often  would  you  savour" 

^a^her-ir-'aw  in  this  time  perioc?  \ 

\  \ 

Nv     Av        Fairly  regularly.    Not  as  often  as  after  his  accident. 
But  fakiy  regularly. 


Q.        Agaihvfocusiqg  on  '85,  '86,  could  you  beany  more 
specific  as  to  "fairly  regularly^T^Do^you  mean  onc^e-a  week? 

week.384  / 


At  least  once  a 


384        Hubbell  Interview,  Dec.  27,  1995.  at  16:25-17:22. 


12168380 

Privileged  ana  Confidential 


■152- 


Altomey-Cient  Privilege 
Attorneys  Worx  Product 


3303 

Through  these  conygrsafinns,  Hufafeellcame  to  know  the  terms  of  the 
arrangements  bejween  Wara  and  MadisonFlnaTicial: 

Q.        You  mentioned  that  you  learned  that  Madison  was 
//going  to  lend  him  [Ward]  the  money  to  buy  a  part.    Did  you  know 
■"aoout  tne 


anything  beyond-4fraT 
be  loane<rfoyour  fatl 


which  the  money  would 


your  father-in-law? 
A.         I  learned  that  later  on. 
Q.        But  in  1985,  you  did  not  know  those  terms7 


A.         I  probably  did  after  it  closed;  but,  you  know,  exactly 
when,  I  couldn't  tell  you. 

Q.        When  you  say  you  probably  did  after  it  closed,  why 
is  that?   Is  there  a  particular  event  that  brought  it  to  your 
attention? 


\ 

\  A.         Well,  I  mean  the  deals  changed,  you  know:  and  so 

\  he  would  have  told  me  that  he  was  borrowing  the  money,  you 

\       \know,  as  opposed  to  Madison  just  buying  it  all  and>tm  getting  a 

\     cammission.  ^^^  \ 

\  \  _ - 

x^     Q.        At  the  point  at  which  you  learned  he  was  borrowing 
the  money  and  was  buying  part  of  the  property,  did  you  have  any 
understanding  as  to  whether  he  was  borrowing  1 00  percent  of  the 
money  needed  to  buy  his  part  of  the  prcperty~or-so.me  lesser 
amount? 


My  understanding  was  it  was  always  100  jaercenK 

Did  you  have  any  understanding  as  to  whether  it  was 
sus  nonrecourse? 


A.     \l  beHeve  -  you  could  tell  me,  but  I  believe  it  was 
nonrecourse.    Nbelievejhat's  been  an  issue.    I  can't  tell  you  when 
I  learned. 


Q. 


What  was  your  understan 


s  to  the  arrangement 


with  respect  to  commissionsNan  the  sale  of  the  property?         / 

\  A.         If  I  remember  right  -  buTTrRa^-have-leamed  this 

Jater^on  --  there  was  a  wntten  agreement  between  McDougal  and 
iher-in-law.    And  I  think  in  general  it  was  10  percent  on 
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arcent  on  an^LCommercial  real  estate;  and 
then  a  lesser'p'ercentage  on  residentiaT?e"a4-estate. 


iy_commerc 
;ntiaT?e"a4-es 

Q.        When  do  you  think  you  learned  those  facts? 


/ 


lUwd-r 


S~be  sometime" 


ie  closing.    My 


impresswn  was  that  initially  he  was  going  to  g^f-pa'd  when  the 
dea^ciosed,  you  know,  like  most  real  estate  peopleNAt  some  \ 
.point,  that  changed. MB  \^ 

MR.  BEN-VENISTE:   Now.  what  was  your  understanding 
about  how  it  was  that  he  came  to  take  a  portion  of  the  ICC 
property  in  his  name? 

MR.  HUBBELL:    In  my  understanding,  and  that's  again 
based  on  conversations,  was  that  when  it  came  close  to  closing 
that  there  was  some  concern  about  Madison  taking  ail  of  the 
property  in  its  name  and  that  Mr.  Ward  offered  to  take  a  portion  in 
his  name  until  it  was  sold,  if  Madison  would  lend  him  the  money  to 
do  so.  / 

MR.  BEN-VENISTE:   And  was  that  the  extent-of  your 
knowledge? 

MR.  HUBBELL:    It  was  ail  kind  of  after  the  fact. 


MR.  BEN-VENISTE:   Right.   And  do  you  recall  discussing 
that  knowledge  with  anyone  at  the  Rose  LawTirmS.^ 

MR.  HUBBELL:    I  might  have,  but  I  don't  havVany 
cllection  of  it.386 

\ 
Hubbelhaiso  understood  that  Madison  Financial  could  not  buy  all  of  the 
property  in  itVowrKname: 

Q.     NAt  tftistime,  September  1985,  what  was  your/ 
understanding/Xany^^h  respect  to  the  reasons  why  Madison 
was  not  going  to  buy  theefljire  property  itself? 

/ 


A.        My  understanding  was  based  on  what  Mr.  Ward  told 
me,  that  maybe  whoever  clos«d  the  loan  was  -  was  that  Madison 


\ 


fibeU,  Interview,  Dec.  27,  1995,  at  15:1-16:15. 
Hubbell  Senate  Testimony,  Feb.  7,  1996.  at  13-1 4. 
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had  limits  on  whajjl-could  own  irMis-Qwn  name,  and  so  Mr.  Ward 
was  going^rown  part  of  it  until  it  couldbe^soJd.387 


The  foregoing  is  fairly  consistent  with  what  Hubbeil  totajhe  RTC's 
Inspector  General,  as  summanzed  by  an  investigator  \ 


HUBBEktTsaid  that  WARD  told  him  that  he  waVnegotiating  on, 
bebaff  of  MADISON  to  buy  the  IDC  property,  which  w<iuid  thence 
split  up  between  MADISON  and  WARD.    HUBBELL  saicMhat 
/Ward  may  have  told  him  that  MADISON  could  only  buy  a  portion 
/     of  the  money  [sic],  and  that  the  limitation  may  have  been       \ 
regulatory.    HUBBELL  recalled  that  Ward  was  negotiating  the 
purchase  as  if  he  was  the  sole  purchaser  because  the  purchase 
pnce  would  have  been  higher  if  the  sellers  thought  that 
McDOUGAL  was  the  actual  purchaser.   WARD  also  had  told 
HUBBELL  that  his  part  of  the  purchase  would  be  financed  with 
money  borrowed  from  MADISON  GUARANTY.388 

Exactly  when  Hubbeil  acquired  all  this  information  is  unclear.   He  says 
he  gained  most  of  it  after  closing  (October  4,  1985),  but  that  might  be  incorrect. 
As  shown  by  the  passage  quoted  above,  on  at  least  one  occasion  Hubbeil  said 
heshacksuch  information  in  Seotember  1985.    In  additioo>Kjbbell.  in  the 
conversation  with  Schaufele  after  McDougal's  birthjiay^party  in  August  1985, 
declined  toN assist  Ward  with  the  transaction,  otting  egpflicts    That  ?tgtamcnt 
provides  a  basis  to  infer  that  Hubbeil  knew  something  of  the  terms  of  the 
transaction  at  this  time. 


It  is  much  harder  to  Drove  what  other  Rose  Law~Fmc  lawvers  knew  (if 


them^have  denied 


anything)  about  these  matters.   Other  than  Hubbeil. 
knowing  the  salient  terms  that  arguably  make  Ward  a  straw 

dv     Nine  elements  of  aiding  and  abetting. 

xx 

To  be  tiable^r  aiding  and  abetting,  one  must  be  generally  aware  of  his 
role  as  part  of  arxoverall  illegal  or  tortious  activity,  and  one  must  knowingly  and 


.Hucceil  interview,  Dec.  27 

IG^Gx.  III-69,  at  6-7.    Regarding  his  role  in  the  acquisition,  Huboell  wrote  a  letter  to  the 
FDIC  in"3«Qfi>989  stating  that  he  had  "not  represented  Mr.  Seth  Ward  in  connection  with  any 
issue  or  matter  relating  to'his  disputes  with  Madison  Guaranty.'   RTCKC42271;  Huboell 
Interview.  Dec.  27,  1995,  at  36:10-19. 
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substantially  assist  thegrmapal  vtetetioai^There  may  have  been  a  principal 
violation  here,  but-T*tiereis  no  substantial  evidence4hat  the  Rose  Law  Firm 
knowingly  antfsubstantially  assisted  in  its  commission>\ 


-''  Knowledge:   Mrs.  Clinton.  Thrash  and  Thomas,  all  of  whom  recall  very 


littte  about  the  transactierrrSay  they  hadTro-savorjas  and  loan  experience,  did 

did  not  know  of  the 


TCrsav-irjas  and  i< 
not  know  of  the-Arkansas  investment  limitation  regulation, 
1984  FHLBB  Report  of  Examination  or  Supervisory  Agreement,  and  did  not 
know  tfre  terms  on  which  Seth  Ward  purchased  his  portion  of^Gastle    x 
Grande.390   No  substantial  evidence  to  the  contrary  has  been  found  except 
possibly  as  to  Hubbell.391    Hubbell  knew  in  1 985  the  essential  terms  of  the 
transaction,  including  the  aspects  that  arguably  make  it  a  straw-man\ 
arrangement,  but  he  says  he  did  not  learn  these  things  until  after  the 
transaction  closed. 


\3 


If  Hubbell  had  knowledge  at  a  relevant  time,  it  is  possible  that  this 
knowledge  might  be  imputed  to  the  Rose  Law  Firm.   As  a  matter  of  partnership 
law,  that  may  happen  if  the  partner  who  knows  something  but  is  not  acting  in 
the  particular  matter  "reasonably  could  and  snould  have  communicated  ft  to  the 
acting  partner.'"392   Even  so,  it  is  unclear  that  the  imputation  of  Hubbell's 
ncwledge  to  the  firm  would  mean  that  otherwise-innocent  acts  performed  by 
other  lawyers  in  the  firm,  who  lacked  actual  knowledge  ofjhese  matters,  would 
somehow  become  "fraud"  or  "intentional  misconduc^^wlthin  the  meaningsif  the 
statuta.ofxlknrtations  extender.   There  is  no  relevant  case  law  nnHpr  thp — 
extenderstatute,  nor  much  by  way  of  analogy  in  cases  construing  the  Uniform 
Partnership  Act. 


389  \  Restatement  (Second)  of  Tons  §  876  (1979).    See  generally  Ficse  Report  at  46-48.    It 
should  Demoted  that  somecody  has  given  a  cooy  of  the  Rose  Reccrtxo  the  Rose" law  Firm 
arc  •c^cmeoody  associated  with  President  and  Mrs.  Clinton.    Rose  Law  Firm  ChietX)oerattng 
Officer  RbnakrC^lark  has  read  the  Rose  Repon.   Clark  Senate  Testimony,  Jaa  18,  1996,  at  16, 
23.   MTs.  d>uon had  it  descnbed  to  her,  but  not  in  any  detail.   Clinton  Interview.  Feb.  14.  1996, 
at  106:   Were  the  FOtC  to  institute  litigation  against  the  Rose  Law  Firm,  it  would  not  help  to 
have  the  Rose  Repon  inlpe  hands  of  the  other  side. 


390        Thrash  lnterview>Oec.  TXI995,  at  4:20-5:12.  7:23-26.  23:25-24:25.  24:26-25:20.  31:13- 
22.  32:1-12.   Thomas  Interview,  DeCX]9,  1995,  at  5:4-12,  17:13-19:10,  23:3*7,  28:15-29-.12. 
Letter  from  Alden  L  Atkins  to  B>uce  A.^fencspn,  Feb.  2,  1996,  at  1-2.     ,/  / 


/ 

391  Mrs.  Clinton  might  well  have  seen  references  to  Rule  V(C)  in  Massey's  correspondence 

with  Beverly  Bassett  and  Charles  Handley>but  even  assuming  she  cast  her  eye  oyer  this  letter, 

there  is  no  reason  to  think  it  so  mucn  of  an  impression  on  her  that  it  would  have  ccme  to  mind 

monthsJater  in  a  different  context.   Also,  Massey'sieTtetilemonjtrategL-apparently  to  Handley's 

"~^saiisfac:iba,  that  Madison  Guaranty  was  not  close  to  being  in  violation  of  Rule  V(C)  at  the  time. 

392  1  AlarTR.  Bromberg  and  Lary  E.  Ribstein.  Bromberg  and  Ribstem  on  Partnership 
§  4.06,  at  4:73  (1994),  quoting  Uniform  Partnership  Act  §  12  (1914). 
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Substantial  assistancp-  Tha  argnrngnthere  also  is  weak  at  best, 
although  the  reasofis^orthis  weakness  differas~~between  the  two  principal 


/The  September -24,  1985  letter   Hubbell  says  that  he  dicknot  draft  the 
September  24.  1  gSSJetterr133"  and  he  told  the-Seriate  that  he  "wasn't  party  to 
the  representation  of  Madison  and  my  father-in-lawirTitaat  acquisition,  but  I  was 
aware  of  ^generally."394  The  evidence  summanzed  aboveis  not  entirely 
/  consistent  with  Hubbell's  declaration  that  he  "wasn't  parry  to  the,  representation 
of  Madison  and  my  father-in-law  in  that  acquisition,"  but  it  suggests  at  most  that 
Hubbell  may  have  cast  a  fairly  casual  eye  over  the  September  24,  1,985  letter. 

Mrs.  Clinton  also  says  that  she  did  not  draft  the  September  24,,  1985 
letter.   To  disbelieve  her,  one  must  adopt  a  whole  senes  of  fairly  implausible 
assumptions  about  when  the  letter  really  was  drafted  and  what  Mrs.  Clinton 
was  working  on  in  November  1985.   As  already  stated,  a  trier  of  fact  is  highly 
unlikely  to  find  that  these  assumptions  are  supported  by  the  weight  of/ the 
evidence. 

\      V     The  May  1,  1986  option:  This  option  has  less  immediate  significance 
\han^he  September  24,  1985  letter.   The  option  did  not  assist  in^the  closing  of 
the  acquisition.   It,  unlike  the  letter,  was  created  many  months  after  the\ 
transaction  closed.   The  option,  unlike  the  letter,  does-not  prove  any  awareness 
on  theNpanN)f  its  author  of  Ward's  arrangements  with  Madisnn  Financial — Such 
awareness  could  be  inferred  only  if  one  credits  the  Latham/Young  "complex 
theory"  that  the  option  was  an  attempt  to  obtain  capital-gains  treatment  for 
Ward's  commissions.    If,  instead,  one  credits  Ward's  view  that  the  option  had 
^nothing  to  do  with  the  commissions  (as  the  jury  in  Wa~r&-v^  Madison  obviously 
ditiL  then  the  author  of  the  option  need  not  have  knowrv^nythlngabout  Ward's 
commissions,  let  alone  his  100  percent  financing  or  the  othe^termVembodied 
in  the  September  24,  1 985  letter.    For  these  reasons,  the  optidn  seems,  at 
most.  tengenjtiaily  related  to  the  acquisition  itself. 

Of  thevtwo  theories,  the  simple  theory  probably  is  the  more  believable; 
the  jury  acceptetijt  and  it  has  the  virtue  of  being  simple  and  consistent  with  the 
September  24,  l98SJetter.   Nevertheless,  the  complex  theory  has  its 
attractions,  too:   in  some  respects  it  looks  like  just  the  sort  of  thirtg  that      j 
McDougal  would  attemptXBe  thai^as  it. may,  there  is  no  evidence  that       / 
Mrs.  Clinton  had  any  information  that^would_have  putJierjarT  notice  of  the/facts 
underlying  the  complex  theory  .NShe  has  denied  havtngsuch  knowledge;  and 
the  circumstances  support  her.   It  is^hicjhly  unlikely  that,  even  if  shejrad  been 


ExHil-69.  at  6-7. 


Senate  Hearing  Transcnpt.  Dec.  1,  1995,  at  102:22-103:2. 
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so  inclined,  she  woulc lhaye-4faftod  a -document  having  a  complex  (and  highly 
dubious)  tax  purpose  in  two  hours/95   It  also  is^Qmkely  that,  had  she  known 
that  purposer'she  would  have  descnbed  the  wrong  property.    For  these 
reasons^  tner  of  fact  is  highly  unlikely  to  conclude  that  MrsvXIinton  either 
knewof  any  wrongful  purpose  connected  with  the  option  (if  there  was  one),  or 
had  the  intent  to  aidjn^he^ornrnission  orrhat-hyoothetical  wrong\ 

A  tbrrd  theory  might  be  suggested.   The  option  mign>be  relatedxto  an 
effort  try  document  Ward's  rights.   Ward  and  others  have  testified  to  such  an 
effort^noting  the  need  to  have  some  wntten  evidence  for  the  FHCBB  examiners 
to  see  of  Ward's  entitlement  to  the  commissions.396   In  addition,  a  lawyer  \ 
(such  as  Mrs.  Clinton)  working  on  FSLIC  matters  might  have  gained -famiiianty 
with  the  D'Oench  Duhme  doctnne  and  thereby  developed  a  concern  that  an 
oral  or  inadequately  documented  arrangement  might  not  prove  enforceable 
should  Madison  Guaranty  fail.397   Hubbell  says  that  Ward  was  anxious;  about 
whether  he  would  be  paid.398   In  such  circumstances,  it  would  not  be  unusiual 
to  ask  a  lawyer  to  help  reduce  one's  rights  to  writing. 

On  analysis,  however,  this  theory  is  really  only  a  vanant  of  tne  "complex 
theory."   The  theory  that  Mrs.  Clinton  might  have  been  helping  Ward  to  avoid  a 
D'Oench  Duhme  problem  makes  sense  as  applied  to  the  option  only  if  one 
credits\the  view  that  the  option  bore  some  relationship  toWard's  commissions. 
If  tftis  view  is  accepted,  then  the  option  might  be  adeemed  a  rather  opaque^and 
perhaps  mrsleading  means  of  documenting  Ward's  pntitlement  to  r^mmiflfjt^ns 
But,  as  noted,  this  is  a  theory  the  jury  in  Ward  v.  Madison  reacted,  and  it 
suffers  from  a  number  of  problems,  starting  with  its  inconsistency  with  the 
September  24,  1 985  letter  and  going  on  to  its  dependence  on  Latham  and 
Young,  witnesses  whom  it  would  be  easy  to  impeacfiT389-^ . 


Jn  any  event,  Mrs.  Clinton  does  not  recall  being  askeckfor  s 
.iucn  services: 


395  DKRT1 V000922.   The  timesheet  entry  does  not  suggest  that  Mrs.  Clinton  SDOke  to 
anyone  else  at  the^firm,  e^.,  a  tax  lawyer,  and  Mrs.  Clinton  usually  was  meticulous  about' 
recording  sucn  mtra-orfice  conferences. 

396  Ward  v.  Madison  R.Tx27-29>43-54,  101-02,  114-15.  / 

397  :  D'Oench,  Duhme  &  Co.  v.  FQIC.  31 5~tr3r-44ZJ.1 942).__As-osed  in  this  report,  / 
references  to  the  doctnne  also  include  the  related  statute,  12  U.S.C.  §  1823(e).  / 


298       ^As  nctec  arjove,  Seth  Ward  told  Webste^Hubbell  in  the  spnng  of  1986-rhat  he  "had 
some  sense  Madison  was  having  trouble*  and  was  "veTY-aoxious*  about-wftether  he  was  going 
aeoaicr-the  commissions  he  was  owed.   Hubbell  Interview,  Dec.  27,  1995,  at  43:21-44:12. 

399        Latharrf  pled  guilty  to  bank  fraud.   Young's  problems  as  a  wrtness  are  much  less 
senous  but  there  are  a  number  of  inconsistencies  in  his  testimony. 
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Q      .  .  .  Arthe-bcgmning-oLitiisJ  asked  you  a 
little  bit  arjoaflhe D'Oench  Duhme  Doctnne^ajTd  you 
descabed  your  understanding  for  me.    Let  me  asfc^you  tf- 

With  respect  to  the  option  you  prepared 
the  May  1 
prepan 


,  1^S€-opTion7  is  it  possiole~tnat-j^as 
Decause  --  I'm  just  asking  -  I'm  not 
suggesting  this  as  evidence  --  I'm  just  asking  the 
j^uestion.    Because  you  had  advised  Mr.  Ward  that  he  x 
needed  to  document  his  compensation  arrangements  with  ' 
Madison  Guaranty,  that  he  was  undertaking  certain 
work  for  Madison,  evidence  which  you  indicate  you 
don't  recall  and  perhaps  never  knew  about  that  he  was 
to  be  paid  some  commissions.    Is  it  possiPle  that  he 
had  come  to  you  and  said  "look,  I  don't  know  if  I'm 
going  to  get  paid  or  not.    It's  been  six  months.    I 
haven't  been  paid,  and  the  examination  is  underway. 
I'm  a  little  concerned  about  whether  or  not  I'm  going 
to  get  paid." 


Is  it  possible  you  advised  him  you  ought  to 
\educe  this  to  wnting?    If  you  don't  have  it  in  . 

writing,  you  may  not  get  paid  and  if  the  institution 

ever  taken  over,  you  could  be  out  of  luck  because 
there's  no  written  record?    Is  it  possible  you  gave 
him  such  advice? 


A      I  don't  recall  giving  him  such  advicsT" 
,     don't  recall  knowing  enough  about  Mr.  Ward's^pjetsona 
\dealings  with  Madison  to  have  had  any  basis  to  give 
him  such  advice.    I  don't  recall  Mr.  Ward  ever 
^ekmg  my  advice  about  his  personal  financial 
arrangements  with  anyone,  including  Madison. 


u  recall  him  indicating  any  -  let  me 


Q\Dd 
put  it  this  wa 


Mr.  Hubbellnas  salckto  me  at  least  that 
Mr.  Ward  expressed  tbshim,  staYHngJnJhe  spnngj?^ 
1 986  what  Mr.  Hubbell  descnbed  as  a  state  of  anxiety 
about  affairs  at  Madison  and>VDw  --  I  think  he  goes 
into  more  detail  -  but  expressing  anxiety  worrying 
about  whether  or  not  he's  going  to  be  par1 

take  it  what  you're  saying,  is  that 
didn't  come  to  your  attention  that  Mr.  Ward  had 
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anxiety  of  that  sorfL 


y^k      Mr.  Encson,  I  don't  recall  Mr.  Ward  evei^ 
expressing  anxiety  about  anything  to  me.    Mr.  Ward'"s\ 
/'demeanor  and  dealings  with  me  were  always  filled  with  N 
confidence  .jnci-arrxTery,  to  the  besr 
recollection,  in  the  years  that  I  had  any  dealinc 
with-fiim.400 

/Several  other  facts  support  Mrs.  Clinton's  recollections: 
/ 
/ 

First,  she  may  not  have  known  much  about  the  D'Oench  Duhrne 

doctnne.   When  asked  a  blind  question  about  it,  she  answered  by  descnbing  an 

unrelated  legal  issue.101 

Second,  the  theory  that  Ward  or  McDougal  wanted  to  have  the;  Rose 
Law  Firm  document  the  terms  that  (arguably)  make  Ward  a  straw  man  is  hard 
to  reconcile  with  the  fact  that  in  other  respects  McDougal  and  Ward  seem  to 
have  resorted  to  self-help  rather  than  advice  of  counsel.   Certainly  the  senes  of 
loans  that  they  entered  into  in  the  spring  of  1986  ($400,000  from/Madison 
Guaranty  to  Ward;  5300,000  from  Ward  to  Madison  Financial^and 
approximately  570,000  running  in  both  directions)  reflectan"unusual  approach 
to  documenting  Ward's  entitlement  to  commissions^-There  is  no  evidence-that 
the  Rose  haw  Firm  had  a  hand  in  these  loans.    It  is  hard  to  imaging  that  any 
competent  lawyer  could  have  recommended  this  course  of  action. 

Finally,  even  if  a  ther  of  fact  did  find  liability,  it  is  doubtful  that  the  option 
caused  any  harm.  It  was  never  exercised.  It  did  ncTc^vec  up  anything,  nor  did 
it  prevent  the  FHLBB  examiners  from  roundly  criticizirfg-the  iDdCastle  Grande 
prcjefctin  their  1986  Report  of  Examination.  While  it  became^an  issue  in  Ward 
v.  MaOtoSf:,  neither  Ward's  counsel  nor  Madison  Guaranty's  counsel  fcinks  it 
was  ve^y  important  to  the  result,  and  a  review  of  the  tnal  transcript  leads  to  the 
same1  conciusibq.  For  all  these  reasons,  the  May  1,  1986  provides  no  basis  for 
any  SDrt  of  ctaJmNa<jainst  the  Rose  Law  Firm. 


The  money  received  by  the  Rose  Law  Firm:  The  amount  of  money  paid 
to  the  Rose  Law  Firm'lor  itsSqatter  5/IDC/Castle  Grande  work  is7  not 
substantial.   Work  was  performetWpr  the  money,  at  least  witlyrespect  to  the 
liquor  and  sewage  issues,  and  the  inrtfakcgyjew  of  thepyfetlase  agreement. 


\ 


400  ^SUctdrslnterview,  Feb.  14,  1996,  at  103-05. 

401  Clinton  Interview,  Feb.  14,  1996.  at  22,  102-05,  107 
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As  noted,  for  a  timgjhe  Rosa  Lawjj^rm received  a  S2.000  a  month 
retainer  from  MadistrffGuaranty.    The  press  has~suggested  that  then-Governor 
Clinton  personally  solicited  this  retainer  from  McDougaTana  picked  up  the 
money  monthly.402   The  suggestion  is  made  that  the  retainer^was  paid 
because  the  Clintons  wanted  the  money,  rather  than  for  services,  rendered. 


This  suggestion  seems  wrong  for  at  least  thre 


First,  the  retainer  was  treated  as  an  advance  fee  payment  for  services  to 
be  rendered  rather  than  a  "true"  retainer  (a  fee  paid  regardless  oVwhether 
services  are  rendered,  in  effect,  a  fee  for  remaining  available).103   Consistent 
with  this  interpretation,  the  Rose  Law  Firm  deposited  the  retainer  into  a  trust 
account,  at  least  starting  in  February  1 986."10*  A  "true"  retainer  need  not  be 
deposited  into  a  trust  account,  because  it  is  a  payment  for  being  available 
rather  than  an  advance  on  services. 

Second,  services  were  rendered  and,  when  the  representation  was 
neanng  an  end,  the  unused  portion  of  the  retainer  was  returned  to  Madison 
Guaranty  (indeed,  perhaps  while  Madison  Guaranty  still  owed  the  Rose  Law 
Firm  some  money  for  the  Babcock  and  Tulsa  Econolodge  matters^.   Thus,  the 
suggestion  that  the  retainer  was  some  sort  of  gratuity,  or  was  bandied 
improperly,  lacks  foundation. 

lird>  as  described  above,  McDougal's  Madison  Bank  had  rofiigod  tn  pay 
the  Rose^taw  Firm  in  full  for  litigation  services  rendered  in  1981  and  1982. 
Given  this  prior  experience  with  McDougal,  the  Rose  Law  Firm  could  hardly  be 
blamed  for  seeking  advance  payment  before  agreeing  to  represent  a  McDougal 
^entity  once  again. 


issing  documents:  The  Rose  Law  Firm  did  not  haveva  centralized 
opening  or  maintaining  files;  instead,  matters  were  left  to  the 


syster 


X 


/ 


402        Los  Angeles  77mes.  NovNU.  1983.    Cf.  Strayhom  Interview  at  45;  Davidson  Notes  of 
Raglin  Interview,  May  11,  1994..  TnVRresident  states  that  he  did  not  pick  up' the  money. 
Interrogatory  Responses  of  Wiinafl^Jetfersot^Clinton,  May  24,  1995,  answer  to  Interrogatory 
No.  17(f),  at  32. 


403      I  Interrogatory  Responses  of  Hillary 


jdham  Clinton,  May  24,  1995,  answer>fb 
Interrogatory  No.  17(d),  at  34-35  ("I  don't  recaiNfho  negotiated  the  'retainer  arrangement'  (this 
was  in  fact  simply  a  prepayment  of  fees  and  expense^r-witJiany_exce§S-Je-be  refunded  to  the 
"^W«Qt).").S^iis  distinction  is  explained  in  Charles  W.  Wolfram,  Modem  Legal  Ethics  §  9.2.2,  at 
505^t^86)>^ 

404        RLF2  02995-96. 
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ividuallawyjscs^05   The-Ibcqhtjine"  approach  taken  to  the 
ions"1rfArkansas  has  made  long^tertn  document  retention 


discretion  of  individual  lav 

statute  of  limrtatioRs'irfArkansas  has  made  long^teftndocument  retention  by 
law  firms  less"customary  than  might  be  true  elsewhere.Mn  Arkansas,  as  in 
some  other  states,  the  courts  have  been  reluctant  to  develop^exceptions  to  the 
statutes  of  limitations.  ''While  in  some  states  (e.g.,  California),  various  tolling 
doetnnes  make  it  exceedingly  difficult  to  Terrdef-a^yice  on  how  lorig^one  must 
keep  documeptsTin  Arkansas  this  is  not  true.   As  recently  as  1991,  >he 
/ArkansaS/Supreme  Court,  in  a  legal  malpractice  case,  refused  to  adopt  a 

vanety  of  tolling  doetnnes,  stating  as  follows:  x. 

/  \  x 

/ 

There  is  yet  another  significant  reason  we  do  not 

/        retroactively  aaopt  the  "discovery  rule,"  "date  of  injury  rule,"  on 

"termination  of  employment  rule."   Many  abstractors,  accountants. 

architects,  attorneys,  and  other  similar  professionals  surely  have 

relied  on  our  traditional  and  long-standing  rule.    In  doing  so.  they 

had  no  reason  to  keep  records  for  longer  than  three  (3)  years.  As 

a  consequence,  if  we  retroactively  changed  the  rule,  they  might 

easily  have  no  materials  to  use  in  their  defense.408 

\  / 

The  new  evidence  shows  that  the  Castle  Grande  files  were' discarded  in 

x1 988y  long  before  Whitewater  in  any  form  became  an  issue.   The  discarding 

occurred  in  a  seemingly  innocent  context,  as  part  of  a  general  effort  to  discard 

unrieeded  files.407  There  is  no  evidence  that  Mrs^Ciinton  knew  anyone  rmght 

need  the  fifes.   The  Ward  case  was  then  going  to  trial  and  ^hft  har*  a  fil<a — 

labeled  ^Ward  Option"  but  she  says  she  does  not  recall  being  aware  of  the 

case,  much  less  knowing  that  the  option  was  at  issue.408 


.>  nomas  Interview,  Dec.  19,  1995,  at  30-31;  Hubbell  interview,  Dec.  27,  i995\at  *1:16- 


•105 
43:20. 


406  i  Chapman  v.  Alexander,  307  Arte.  87,  817  S.W.2d  425,  427  (1991).   Of  course,  nothing 
m  mis  opinion,  or  eteewnese,  would  justify  spoliation  of  evidence,  should  that  be  proved.  The 
only  point  being  made'here  V-that  discarding  files  before  investigations  began  and  subpoenas 
were  issued  might  be  jus^rfiable/^Therefore,  without  more,  the  non-existence  of  certain  files 
today  is  not  proof  of  actionable  wrongdoing. 

407  ;  Supplemental  IntenogatoryResponses^Of-Hillajy  RodharnjPttmbn.  Jan.  20,  1996, 
answer  to  Interrogatory  No.  68,  at  14- island  tab  A  thereto.    Compare  RIC  0OOO07G/rhrough 
RIC  OOD007I,  produced  under  cover  of  a  letter  from  Alden  L  Atkins  to  Bruce  A.  Eneson  dated 
Feb.  a.^.gge.  The  handwriting  on  RIC  OOOOOT'G^indicating  that  files  should  te  discarded,  is 
not  the  same  as  the  handwriting  on  the  document  behmdJab  A,  whichjs--otnerwise  identical. 

^"Mts^Clintoo  thinks  a  staff  person  must  have  copied  her  directions  onto  another  copy  of  the 
onginar-merTibTandum.   Clinton  Interview,  Fed.  14,  1996,  at  99-101. 

408  Clinton  Interview,  Feb.  14.  1996.  at  101. 
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The  worse  that  mioJal-oo  said  is  tfaal^Mre.  Clinton  should  have  checked 
with  her  client  beiere  discarding  files  that  belonged^  it.409   If  she  did  not  do 
so,  that  arguably  was  an  error  on  her  part,  but  it  is  onelhjng  to  deem  it  an  error 
and  quite  another  thing  to  deem  it  spoliation.    Besides,  in  Arkansas  there  is  no 
general  duty,  in  the  absence  of  ongoing  proceedings,  to  preserve  evidence.4'0 


Conspicacy  theories:  Of  course,  one  might  reject^!!  this  and  argue  that 
/the  documents  were  destroyed  in  1988  for  a  nefarious  reason^  and  that  all  the 
witnesses  have  testified  untruthfully.   Such  an  argument,  however,  woukj  be 
highly  unlikely  to  persuade  any  trier  of  fact.  \ 

/       It  simply  would  not  be  persuasive  to  argue  that,  for  $21,000,  McDougal 
corrupted  the  Rose  Law  Firm  and  convinced  half  a  dozen  lawyers,  most  of; 
whom  he  did  not  know,  to  join  him  in  a  scheme  to  violate  the  law.   Odd  as;  he 
might  seem,  McDougal  did  not  involve  large  groups  of  strangers  in  his; 
schemes.    Instead,  McDougal  typically  involved  a  close  group  of  long-time 
fnends  and  trusted  associates  in  his  plans,  and  nobody  else.   And  typically  it 
was  the  same  people,  over  and  over,  friends  and  vassals  who  dated  back  to 
McDougal' s  youth.  / 

\      \  / 

\     \  Rather  than  find  a  conspiracy  here,  a  trier  of  fact  presented  with  all  the 
evidence  is  far  more  likely  to  end  up  thinking  oomethingljke  this: 

NTielDIintons  (like  Senator  Fulbright)  wpw  nnt  niri  r.rnnies  ijWp  r  n~ 
Randolphrlnstead,  they  fell  into  a  different  group.   They  were  not  confidantes 
but  people  who  McDougal  wanted  to  claim  as  friends.   Sitting  on  the  periphery 
of  politics,  McDougal  wanted  to  be  known  as  someone  who  had  friends  in  high 
"^places.    In  the  Clintons'  case,  he  wanted  to  say  something.  like  this:   'They  are 
fnends  of  mine.   We  go  way  back.   They  have  invested-with  me^  I  worked  for 
the  Governor.    His  wife  is  my  lawyer.'  ^v       X^ 

*\  \      X 

h^albprobability,  after  Massey  sought  to  obtain  legal  work  from  Latham, 
Latham  raiseoNhe  issue  with  McDougal,  and  McDougal  thought  something  like 
this:   'What  Vgoo&jdea.   I  already  have  Jim  Guy  Tucker  in  my  stable  of 
lawyers.   Why  riot  adtivthe  First  Lady  as  well?   I  will  send  her  some  fairly 
prosaic  assignments^anchsee  how  she  does.    Meanwhile,  it  certainly  won't  hurt 
to  let  people  know  theSSovernpr's  wife  represents  me.'  / 

In  contrast  to  this,  thVconspira^Mfaegry  is  hopejgssty  flawed.   The 
Independent  Counsel  already  hasalleged  adTrferenfconspiracy-the  conspiracy 


^*Q9        See  Clinton  Inteiview,  Feb.  14.  1996.  at  97-102. 
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with  Tucker-involvinqthe-same  prcperty-^-LQC/Castle  Grande.   Without 
prejudging  the resaffsoT  that  forthcoming  tnalJeT-us^grant  that  the  conspiracy 
alleged  injhe  indictment  does  not  violate  common  sense^The  pnncipals  were 
cut  in  off  the  deals,  and  relatively  large  amounts  of  money  changed  hands  (six 
figures,  it  is  alleged).   Whatever  one  thinks  of  that,  however,  it  strains  common 
sense  to  place  a  seconc^SeTbf  conspiratofs~orsttLfi  same  property^-a  set  that 
included  halfa-dozen  lawyers  who  had  never  met  McBougal  before,- a  set  that 
/was  not  cufin  on  the  deals,  a  set  whose  senior  members  ^tood  to  gain 
I    something  on  the  order  of  S20  a  month. 

/     Summary:  The  only  solid  evidence  tying  the  Rose  Law  Fimrto  the 
IDC/Castle  Grande  acquisition  is  evidence  of  the  innocent  activity  of 
participating  in  the  drafting  of  the  purchase  agreement.   While  some  evidence 
suggests  that  Hubbell  could  have  had  a  role  in  the  drafting  of  the 
September  24,  1985  letter,  Hubbell  denies  it,  as  does  Ward,  and  nothing  proves 
Hubbell  drafted  the  letter,  much  less  that  he  did  so  knowing  it  to  be  wrong. 
Similarly,  while  Mrs.  Clinton  drafted  the  May  1,  1986  option,  nothing  proves  she 
did  so  knowing  it  to  be  wrong,  the  circumstances  of  the  work  point  strongly 
toward  innocent  explanations,  and  the  theones  that  tie  this  option  to  wrongdoing 
.  or  to  the  straw-man  arrangements  are  strained  at  best. 


CONCLUSION. 


The  evidence  taken  as  a  whole  does  not  amount  to  convincing  proof  that 
the  Rose  Law  Firm  knowingly  aided  and  abetted  a  fraud,  or  a  scheme  to 
circumvent  the  Arkansas  investment  limitation  regulation.   This  conclusion  does 
'xjpt  necessarily  mean  that  the  evidence  exonerates  anyone;  it  simply  means, 
given  the  applicable  legal  standards  and  the  statutory>nandate^under  which  the 
FDlCNjperates,  that  no  reasonable  basis  has  been  found  ^recommend  the 


fiiing  or  exclaim  relating  tc 


Grande  acainst  the  Rose-  Law  Firm. 
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EXECUTIVE  SESSION 


WEDNESDAY,  JUNE  5,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Special  Committee  to  Investigate  Whitewater 
Development  Corporation  and  Related  Matters, 

Washington,  DC. 

The  Committee  met  at  10:26  a.m.,  in  room  216  of  the  Hart  Sen- 
ate Office  Building,  Senator  Alfonse  M.  D'Amato  (Chairman  of  the 
Committee)  presiding. 

OPENING  STATEMENT  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  I  apologize  for  getting  started  late,  but  the  Mem- 
bers have  been  meeting.  The  Committee  is  going  to  discuss  the  pos- 
sibility of  examining  Mr.  Hale,  which  is  of  great  importance  and 
the  manner  in  which  that  is  done. 

Let  me  say  that  it  was  a  bipartisan  effort  of  this  Committee,  the 
Minority  joining  the  Majority,  that  has  attempted  to  bring  Mr. 
Hale  in.  We  sought  by  way  of  subpoena  to  examine  him,  to  depose 
him,  and  then  have  the  opportunity  to  hear  his  testimony.  We  en- 
countered resistance  by  the  Special  Prosecutor  because  of  the  pend- 
ing trial  in  Little  Rock.  After  the  trial,  we  once  again  joined  in  an 
effort  to  bring  Mr.  Hale  before  the  Committee.  First,  to  depose  him; 
and  then,  to  examine  him  publicly. 

We  were  responded  to  by  his  lawyer,  Mr.  Olson,  in  a  May  23rd 
letter,  that  we  have  made  available,  in  which  he  indicates  that  Mr. 
Hale  respectfully  declined  to  appear  before  the  Committee  for  a 
deposition  or  public  testimony.  He  goes  on  to  say: 

Mr.  Hale  has  been  explicitly  threatened,  in  writing,  with  prosecution  in  Arkansas 
by  Arkansas  State  authorities.  There  are  ample  bases  for  believing  that  such 
threats  and  any  such  prosecution  would  constitute  retribution  against  Mr.  Hale  for 
his  cooperation  with  the  Independent  Counsel.  He  has  been  advised  that  any  testi- 
mony that  he  may  give  before  the  Committee  may  be  used  against  him  by  Arkansas 
prosecutors  in  such  future  proceedings.  Under  the  circumstances,  Mr.  Hale  feels 
that  he  has  no  choice  but  to  avail  himself  to  the  protection  afforded  to  him  by  the 
Constitution. 

Mr.  Hale's  attorney  advised  the  Committee  that  he  would  not 
come  in  without  getting  protection  from  self-incrimination.  The 
Committee  reached  out  to  Judge  Starr,  wrote  to  him  on  May  30th, 
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asking  whether  or  not  he  would  be  opposed  to  our  request  for  what 
we  call  "use  immunity,"  a  limited  immunity,  which  means  Hale 
could  no  longer  successfully  raise  the  threat  against  incrimination 
and  raise  the  Fifth  Amendment  as  a  defense  against  testifying. 

It  would  provide  him  with  limited-use  immunity,  which  means 
that  any  testimony  he  gave  could  not  be  used  against  him.  It  would 
not,  in  any  way,  permit  him  an  early  exit  from  prison  nor  would 
it  permit  any  crimes  that  he  committed  from  being  prosecuted  and 
pursued.  If,  indeed,  evidence  has  been  gathered  and  a  prosecution 
may  be  undertaken  in  the  State  of  Arkansas  or  any  other  place 
against  Mr.  Hale  for  actions  that  he  has  undertaken,  he  can  still 
be  prosecuted  and  his  testimony  before  this  Committee  is  the  only 
thing  that  could  not  be  used  against  him. 

We  were  mindful  of  not  having  a  repeat  of  some  of  the  problems 
that  have  taken  place  in  the  past.  That  is  why  we  went  to  extraor- 
dinary lengths  in  accommodating  the  legitimate  concerns  of  the 
Special  Counsel. 

That  was  an  understanding  the  entire  Senate  reached  and  un- 
derstood in  enabling  legislation  that  authorized  the  Whitewater 
Committee  to  undertake  its  work.  We  are  now  here  today  for  the 
purposes  of  considering  enacting  a  Resolution  which  would  give  us 
the  ability  to  grant  limited-use  immunity  to  Mr.  Hale. 

I  want  to  announce  that  a  quorum  has  been  established.  I  know 
that  there  are  various  questions  that  my  colleagues  have  and  want 
to  raise  with  respect  to  this  matter. 

This  is  a  serious  matter.  It's  a  question  of  having  an  opportunity 
to  hear,  admittedly,  an  important  witness  and  to  judge  his  veracity 
and  credibility,  both  by  the  Committee  and  the  American  people. 

Senator  Sarbanes. 

OPENING  COMMENTS  OF  SENATOR  PAUL  S.  SARBANES 

Senator  Sarbanes.  Mr.  Chairman,  this  requires  some  very  care- 
ful analysis  and  discussion.  I  believe  that  Mr.  Hale  is  seeking  to 
abuse  the  Committee  by  this  proposition  his  counsel  has  put  forth 
for  what  really  amounts  to  blanket-use  immunity. 

Once  Hale  comes  in,  if  he's  given  immunity,  anything  he  says  at 
the  witness  table,  even  if  not  responsive  to  a  question  put  to  him, 
he  gains  immunity  for  it.  Mr.  Hale  is  a  bad  actor  and  that  is  being 
charitable  in  the  description  of  him  in  terms  of  the  practices  he  has 
engaged  in  and  the  abuses  he  has  committed. 

He  apparently  remains  subject  in  Arkansas  to  prosecutions — the 
one  we  know  about  apparently  that  has  been  put  forward  is  the 
abuse  of  the  burial  insurance  scheme  in  which  poor  people  put 
money  aside  for  burial  insurance.  They  were  ripped  off  in  the  scam. 
That's  the  allegation  with  respect  to  Mr.  Hale's  conduct. 

Why  should  he  be  able  to  come  into  the  Committee  and  obtain 
immunity  that  offers  the  opportunity  to,  in  effect,  shield  himself 
from  accounting  for  those  activities  is  beyond  me.  I  don't  think  that 
should  happen. 

It  seems  to  me  some  thought  should  be  given  to  bringing  him  in 
here  without  immunity  and  getting  his  testimony  with  the  possibil- 
ity of  finding  some  way  that  he  will  not  be  questioned  on  that  par- 
ticular area.  Then  he  couldn't  abuse  the  Committee  by  moving  into 
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that  area  and  by  doing  so  gaining  immunity  for  himself,  which  I 
think  is  a  very  real  danger,  given  the  kind  of  person  he  is. 

OPENING  COMMENTS  OF  SENATOR  ORRIN  G.  HATCH 

Senator  Hatch.  Please,  would  the  Senator  yield  just  for  a  second 
on  that  point? 

Senator  Sarbanes.  Certainly. 

Senator  Hatch.  It's  my  understanding  that  nobody  is  going  to  go 
into  that.  I  mean,  these  certain 

Senator  Sarbanes.  Hale  can  voluntarily- 


Senator  Hatch.  This  is  going  to  be  limited  just  to- 


Senator  Sarbanes.  Let  me  say  to  the  Senator,  you  run  the  risk 
that  Mr.  Hale  will  simply  volunteer  it  in  the  course  of  his  answers. 
Once  he  lays  it  on  the  record,  he  gets  immunity. 

Senator  Hatch.  They  can  prove  that  case  without  his  testimony. 

Senator  Sarbanes.  Pardon? 

Senator  Hatch.  They  can  prove  that  case  against  him  from  what 
those  facts  are  whether  he  testifies  or  not. 

Senator  Sarbanes.  I  don't  know  that  that's  the  case.  But  I  don't 
think  Hale  ought  to  be  able  to  take  a  question  from  you  and  then 
just  completely  move  in  another  direction  and  lay  out  an  answer 
and  obtain  immunity  for  the  material 

Senator  Hatch.  The  Chairman  is  going  to  stop  him. 

Senator  Sarbanes.  — he  could  put  on  the  record.  I  really  don't 
think  that  ought  to  happen. 

The  Chairman.  I  think  that  the  Senator  should  be  permitted  to 
do  everything  possible  to  cut  off  any  line  of  testimony  as  it  related 
to  that  area,  recognizing  two  things.  First,  that  it  was  outside  of 
the  scope  of  what  we  are  inquiring  into;  and  second,  we  would  not 
give  him  an  opportunity  to  act  and  use  this  Committee  as  a  shield 
from  criminal  prosecution.  We  will  not  permit  that  line  of  testi- 
mony. I  mean,  that  would  be  my  intent.  I  would  hope  the  Commit- 
tee would  join  in  with  me. 

Senator  Bryan. 

OPENING  COMMENTS  OF  SENATOR  RICHARD  H.  BRYAN 

Senator  Bryan.  Mr.  Chairman,  isn't  there  an  easier  way  to  go? 
Rather  than  to  let  him  control  the  Committee,  why  don't  we  all 
agree  that  we  will  not  ask  any  question  relevant  to  this  National 
Savings  matter  under  which  he  faces  potential  prosecution;  we  all 
agree,  and  you  have  the  ability  to  rule  us  out  of  order? 

The  Chairman.  Absolutely. 

Senator  Bryan.  So  under  those  circumstances,  why  should  he  be 
granted  immunity?  His  concern  is  the  prosecution  at  the  State 
level.  I  understand  that. 

The  Chairman.  Well,  let  me  say  this  to  you:  Again,  we  have,  in 
an  effort  to  pursue  this,  reconfirmed  yesterday,  and  his  lawyers 
have  indicated  quite  clearly  that  he  would  not  waive  immunity. 

There  may  be  something  that  none  of  us  are  aware  of.  I  am  not 
speaking  on  behalf  of  David  Hale,  but  every  citizen  who  obviously 
has  broken  the  law,  been  convicted,  and  is  in  prison  for  lots  of  mis- 
deeds, there  is  no  way  to  get  him  to  waive  that  which  is  a  limited 
use,  which  says  any  testimony  he  gives  can't  be  used  against  him. 
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Senator  Bryan.  My  concern  is  that  Mr.  Hale  and  his  lawyers  are 
very  cleverly  trying  to  manipulate  this  Committee.  That  is  to  say, 
if  he  blurts  out  something  in  the  course  of  a  question,  even  though 
it  is  unresponsive  to  the  question,  he  then  has  expanded  his  own 
immunity. 

Senator  Kerry.  He  would  even  be  immune  as  to  the  perjury  that 
he  might  commit  here. 

Senator  Bryan.  For  example,  if  he  says,  "And  by  the  way,  I  also 
have  to  tell  you  that  I  have  perpetrated  fraud  against  a  couple  of 
other  Federal  institutions."  He,  thereby,  secures  immunity  by  ex- 
panding his  response.  I  mean,  that's  a  great  risk,  it  seems  to  me, 
for  this  Committee  to  take;  whereas,  the  simple  course  of  action  is 
you  simply  rule  us  out  of  order  if  we  ask  any  questions  that  relates 
to  the  National  Savings  case,  which  is  the  case  that  he  ostensibly 
is  concerned  about  that  is  subject  to  the  local  prosecution. 

That  seems  to  me  a  reasonable  approach. 

Senator  Shelby.  Mr.  Chairman. 

The  Chairman.  Yes,  Senator  Shelby. 

OPENING  COMMENTS  OF  SENATOR  RICHARD  C  SHELBY 

Senator  Shelby.  Mr.  Chairman,  I  would  like  to  ask  Mr.  Chertoff, 
what  are  we  really  asking  for  and  what  is  the  scope,  and  what  are 
Mr.  Hale's  options,  if  he  would  comment  on  that?  As  a  former  pros- 
ecutor and  U.S.  Attorney,  he  understands  all  that. 

Mr.  Chertoff.  To  answer  the  question,  Mr.  Chairman,  there  is 
nothing  that  Mr.  Hale  could  do,  in  answering  your  question,  that 
would  give  him  immunity  from  prosecution  based  on  any  evidence 
that  has  been  gathered  by  the  State  prosecutor  in  Arkansas.  What- 
ever the  State  prosecutor  has  in  his  hopper  now  is,  and  will  always 
be,  available  to  the  State  prosecutor  in  order  to  make  his  case. 

All  that  use  immunity  does  is  say  that  anything  that  is  said  here 
cannot  be  used  to  build  a  case.  Therefore,  even  if  he  were  able  to 
blurt  something  out  before  the  Chairman  cut  him  off,  all  that 
would  mean  is  that  the  prosecutor  in  Arkansas  could  not  use  what 
was  blurted  out  in  making  the  case.  It  would  not  undo  or  erase  any 
evidence  that  the  prosecutor  can  independently  develop. 

Senator  Kerry.  Mr.  Chairman,  with  all  due  respect  to  the 

Senator  Shelby.  Mr.  Chairman. 

The  Chairman.  Senator  Kerry,  if  you  would  wait  for  just  a  mo- 
ment I  will  come  to  you. 

Senator  Shelby. 

Senator  Shelby.  I  would  like  to  follow  up  and  ask  Mr.  Chertoff 
this  question:  During  the  Watergate  proceedings,  how  was  immu- 
nity granted  and  used,  if  it  was? 

Mr.  Chertoff.  Well,  I  think  in  Watergate,  as  well  as  in  a  num- 
ber of  other  proceedings,  use  immunity,  was  given  out  to  witnesses. 
I  think  over  the  past  years,  over  300  witnesses  have  been  granted 
use  immunity  by  the  Senate. 

Even  since  Oliver  North  testified,  I  think  that  there  have  been 
approximately  a  dozen.  Mr.  Chairman,  I  would  say  that  this  is  dif- 
ferent than  the  North  case  for  the  following  reasons: 

First,  the  prosecutor  in  the  Oliver  North  case  objected  to  the 
granting  of  use  immunity.  Here,  of  course,  the  prosecutor  and  the 
Independent  Counsel,  who  was  the  only  prosecutor  that  the  Resolu- 
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tion  requires  the  Committee  to  be  concerned  about,  has  said  that 
this  will  not  affect  the  prosecution.  In  fact,  Mr.  Hale  has  already 
been  convicted  and  is  serving  his  sentence. 

Second,  what  we  are  proposing  to  deal  with  here  with  questions 
is  not  the  subject  matter  of  the  State  prosecution.  So  there  is  really 
no  risk  that  the  kind  of  taint  problem  that  arose  in  the  North  case 
could  arise  with  respect  to  the  separate  State  case. 

This  individual,  as  with  the  case  of  others  who  have  told  the 
Committee  they  would  plead  the  Fifth,  such  as  Mr.  Wade,  who  was 
the  real  estate  broker  for  Whitewater,  has  an  absolute  right  under 
the  Supreme  Court  rule  to  assert  his  Fifth  Amendment  right  with 
respect  to  any  question,  even  if,  on  its  face,  it's  an  innocent  ques- 
tion that  might  in  any  way,  shape  or  form  be  a  piece  of  evidence 
that  could  be  used  in  a  prosecution.  Therefore,  in  terms  of  the  abil- 
ity of  the  Committee  to  require  his  testimony,  it  is  essentially  up 
to  the  witness. 

Mr.  Hale's  lawyer,  as  late  as  yesterday,  told  the  Counsel  on  both 
sides  that  he  was  greatly  concerned  about  the  whole  area  of  exam- 
ination in  terms  of  his  Fifth  Amendment  right. 

Senator  Shelby.  Since  the  Oliver  North  case,  I  understand  the 
Senate  has  granted  immunity  12  times,  in  other  words,  12  wit- 
nesses, since  then;  is  that  correct? 

Mr.  Chertoff.  That's  correct. 

Senator  Shelby.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Senator  Kerry. 

OPENING  COMMENTS  OF  SENATOR  JOHN  F.  KERRY 

Senator  Kerry.  Mr.  Chairman,  there  are  a  couple  of  questions 
that  come  up.  I  tend  to  share  Senator  Bryan's  view,  that  there  is 
a  sense  of  abuse  of  the  Committee  here  for  the  following  reasons. 

First,  let  me  comment  on  the  Oliver  North  situation.  What  the 
court  has  said,  and  I  think  most  people  have  come  to  the  conclu- 
sion, is  that  the  North  case  has  raised  sufficient  doubt  about  grant- 
ing immunity.  No  one  can  predict  with  certainty  what  is  going  to 
come  out  in  the  course  of  testimony  or  how  that  statement  here, 
or  evidence  elsewhere,  is  going  to  cloud  or  impact  the  perceptions 
of  another  case. 

It  is  an  absolute  certainty,  that  the  course  of  justice  in  the  case 
will  be  affected  by  his  appearance  here  with  immunity,  because  no 
lawyer  worth  his  salt  is  not  going  to  file  an  appeal  based  on  the 
claim  that,  in  fact,  the  entire  prosecution  was  tainted.  So  you  have, 
to  a  certainty,  the  fact  that  you  are  going  to  tie  up  the  court  proc- 
ess, the  legal  system  with  the  assertion  of  that  complaint. 

Second,  we  can  predict  that  there  will  be  a  convoluted  set  of  ar- 
guments. The  ability  of  any  jury  or  any  judge  to  draw,  the  conclu- 
sion that,  in  fact,  what  he  says  here  somehow  has  an  impact  on 
some  evidence  in  the  State  trial  conceivably. 

Now  that's  one  point. 

The  second  point  is  that  the  State  trial  involves  ripping-off  Afri- 
can-Americans in  an  insurance  scheme  for  funerals.  There  is  a  le- 
gitimate question  here  whether  we  ought  to,  in  any  way,  provide 
any  leverage  against  his  ability  to  be  prosecuted  for  that  when  we 
have  a  very  simple  solution  provided  by  Senator  Bryan,  which  is 
that  we  all  agree  we  are  not  going  into  that  area. 
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If  you  do  not  go  into  that  area,  then  the  entire  question  of  a 
tainting  doesn't  have  to  be  broached  because  this  man  has  already 
testified  for  9  days  in  a  court  of  law  without  immunity.  By  what 
rights  should  he  go  to  the  Arkansas  Court,  cut  a  deal  and  agree 
to  talk  in  court,  get  a  lesser  sentence  and  now  come  up  to  the  Sen- 
ate and  bamboozle  the  Committee  by  coming  in  here  and  saying 
absolutely  anything  he  wants  whatsoever  with  the  notion  that  for 
whatever  he  says  here  he  can  never  be  prosecuted? 

We  would  be  inviting  the  possibility  of  any  kind  of  broad  con- 
demnation that  has  no  basis  whatsoever  when  he  has  already  gone 
to  court,  testified  in  front  of  a  jury,  and  been  judged  guilty.  Why 
should  we  not  act  exactly  as  that  court  did  and  say,  "You  were  will- 
ing to  testify  before  the  court.  Now  come  and  tell  the  country  the 
very  same  things  you  told  the  court." 

Senator  Boxer.  Mr.  Chairman. 

The  Chairman.  Do  you  want  an  answer  to  that? 

Senator  Kerry.  Yes. 

Senator  Sarbanes.  Mr.  Chairman. 

The  Chairman.  The  answer  is  that  his  attorney  has  indicated 
that  he  is  not  going  to  waive  his  right.  We  have  to  now  consider 
whether  or  not  we  want  to  take  his  testimony. 

As  it  relates  to  the  question  of  the  insurance  company  fraud  that 
he  may  be  involved  in  and  may  be  charged  in,  particularly  if  this 
Committee  agrees  that  we  will  not  raise  any  issues,  I  think  that 
becomes  academic.  We  are  not  immunizing  him  from  any  crimes. 

Last,  but  not  least  is,  if  he  lies  before  this  Committee,  he  is  sub- 
ject to  a  charge  of  perjury,  and,  we  will  pursue  that.  He  has  to  un- 
derstand this  is  not  a  "get  out  of  jail  free  card."  This  is  not  saying 
that  for  any  crime  that  he  may  or  may  not  have  committed  that 
he  now  has  absolution.  This  is  a  very  narrowly  defined  immunity. 
We  have  no  other  recourse  if  we  want  to  hear  from  him  but  to 
grant  this  limited-use  immunity. 

Senator  Boxer.  Mr.  Chairman. 

Senator  Sarbanes.  Well,  Mr.  Chairman. 

Senator  Kerry.  Mr.  Chairman,  the  only  subject  that  he  faces  the 
Fifth  Amendment  issue  on  is  the  insurance  issue.  If  we  agree  not 
to  ask  him  a  question  about  it,  there  is  no  Fifth  Amendment  issue 
and  you  do  not  have  to  grant  immunity. 

The  Chairman.  What  you  are  saying  is  that,  from  our  perspec- 
tive, why  would  he  be  doing  this.  I  do  not  know  what  he  may  be 
concerned  about  testifying  to,  that  could  be  used  against  him.  Obvi- 
ously, this  is  a  right  that  his  attorney  has  indicated,  as  recently  as 
yesterday,  he  is  going  to  pursue.  So  we  have  to  make  a  judgment. 

Senator  Sarbanes.  Mr.  Chairman,  our  concern  is,  given  what 
Senator  Bryan  and  Senator  Kerry  have  said,  that  he's  out  to  abuse 
the  Committee  in  terms  of  the  use  of  this  process.  In  other  words, 
if  we  take  out  the  burial  insurance,  why  would  he  need  immunity? 
His  insistence  upon  obtaining  immunity  leads  one  to  the  question 
or  the  suspicion  that  it  is  to  accomplish  a  purpose  that  ought  not 
to  be  accomplished  and  to  use  this  Committee.  I  want  the  Chair- 
man to  know  that  we  have  really  worked  hard  at  this  and  given 
it  a  lot  of  serious  thought,  because  we  have  consistently  all  along 
said  that  he  ought  to  come  in  and  be  heard  from. 
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The  question  here  really  is  this  assertion  on  their  part  that  they 
have  to  get  immunity  in  order  to  do  that.  I  am  going  to  ask  Mr. 
Ben-Veniste  just  briefly  to  give  us  the  benefit  of  some  analysis  that 
he  has  made.  Mr.  Ben-Veniste. 

Mr.  Ben-Veniste.  Thank  you. 

As  Senator  Sarbanes  has  pointed  out,  we  have  consistently  been 
trying  to  bring  Hale  before  this  Committee.  We  have  correspond- 
ence between  the  Majority  and  Minority  about  this  subject,  where 
back  in  November  and  December  we  started  to  request  that  Hale 
be  subpoenaed.  No  subpoena  was  forthcoming,  so  naturally,  he 
didn't  appear.  Then  we  come  to  the  extension  of  time  for  this  Com- 
mittee's work  and  a  subpoena  is  issued  for  Hale.  This  occurs  after 
the  trial  where  he  has  now  testified  for  9  days  under  a  plea  bar- 
gain agreement  with  the  Independent  Counsel's  Office  but  without 
any  blanket-use  immunity. 

In  response  to  our  subpoena  to  appear  for  deposition,  he  asserted 
a  Fifth  Amendment  privilege  and  in  the  letter  of  that  assertion 
raised  the  specter  of  Arkansas  prosecution.  With  the  Chairman's 
and  the  Ranking  Member's  blessing,  we  had  a  meeting  with  Mr. 
Hale's  lawyer  to  try  to  flesh  out  what  it  was  that  he  was  prin- 
cipally concerned  about.  The  only  specific  thing  that  he  mentioned 
that  he  was  concerned  about  was  the  prosecution  that  is  con- 
templated against  him  in  Arkansas  State  Court.  I  wish  to  empha- 
size that  this  is  only  an  allegation,  but  we  need  to  discuss  it  so  we 
have  what's  on  the  table  before  us. 

In  that  matter,  the  allegation  is  that  in  1993  Mr.  Hale  committed 
a  fraud  with  respect  to  a  company  called  National  Insurance,  which 
was  a  burial  insurance  company,  taking  money  from  lower-income 
persons,  as  little  as  $1  a  month  to  insure  that  they  would  be  buried 
upon  their  death  as  opposed  to  being  put  in  a  Potter's  Field  some- 
where in  an  unmarked  grave.  It  appears,  on  the  basis  of  the  news 
reports  relating  to  that  allegation,  that  some  $150,000  was  re- 
moved from  that  company,  which  was  controlled  by  Mr.  Hale. 

In  a  surprise  audit,  the  State  insurance  inspectors  came  in  and 
looked  at  the  books  of  the  company  and  saw  that  this  money  had 
been  removed.  They  demanded  that  Mr.  Hale  repay  the  money.  A 
check  was  forthcoming  in  the  amount  of  $150,000  and  put  back 
into  the  company.  That  information  was  provided  to  the  insurance 
regulators.  It  was  immediately  removed  after  the  documentation 
was  provided  to  the  insurance  regulators.  The  company  was  taken 
over  by  the  State.  It  collapsed  and  was  in  receivership. 

Now  it  gets  a  little  more  complicated,  because  the  company  was 
apparently  purchased  by  Mr.  Hale  with  the  proceeds  of  the  CMS 
fraud,  the  company  that  he  had  run  and  which  was  the  subject  of 
the  trial  in  Little  Rock,  had  generated  profits  to  him.  Among  those 
profits  was  money  which  was  used  by  Hale  and,  again,  allegedly 
to  purchase  this  company. 

So  that  is  the  area  that  he  has  specific  concern  about  and  the 
only  area  that  he  has  specific  concern.  But,  the  request  that  he  has 
made  is  for  blanket-use  immunity.  He  has  indicated  he  will  not 
give  anything  other  than  name,  rank,  and  serial  number  without 
blanket-use  immunity. 

The  issue  before  us,  as  I  see  it,  is  having  testified  for  9  days  in 
Little  Rock,  what  has  changed  to  require  a  grant  of  immunity  from 
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this  Committee  which,  as  has  been  stated  here,  could  pose  a  prob 
lem  to  the  successful  prosecution  by  State  authorities?  The  issue  o 
whether  the  Independent  Counsel  doesn't  have  a  problem  with  ou: 
granting  immunity  doesn't  really  address  the  question  of  the  Stati 
prosecution.  That  is  not  the  Independent  Counsel's  prosecution 
that  is  a  State  of  Arkansas  prosecution. 

This  immunity  that  we  are  discussing  is  the  same  exact  immu 
nity  that  was  given  to  Ollie  North,  John  Poindexter,  and  others.  Ii 
that  regard,  the  law  has  evolved  somewhat  from  the  days  of  Water 
gate.  I  was  very  familiar  with  the  problems  that  were  associatec 
with  the  grants  of  immunity  in  Watergate.  At  that  time,  the  lav 
was  that  if  you  segregate  your  evidence  in  advance  of  a  grant  o 
immunity,  you  were  pretty  much  assured  that  you  could  use  tha 
segregated  evidence  in  a  trial  of  the  individual  who  was  given  usi 
immunity. 

The  North  case  changed  that.  The  burden  was  then  placed  on  tin 
prosecution.  This  case  would  place  the  burden  on  the  prosecutor  ii 
Little  Rock,  who  is  not  a  part  of  these  proceedings.  The  law  woul( 
require  that  he  prove  that  nothing  that  came  out  of  this  hearing 
if  it  were  the  subject  of  a  use  immunity  granted  to  David  Hale  01 
a  blanket  basis,  that  nothing  directly  or  indirectly  came  to  his  at 
tention,  went  through  his  mind,  was  used  in  any  way,  shape  o 
form  in  connection  with  that  prosecution. 

That  is  a  stunningly  different  test  than  the  Castaguard  test  tha 
was  in  place  during  Watergate  and  a  much  more  difficult  case  a    : 
is  reflected  in  the  North  decision  where  it  was  impossible  for  th   I 
prosecution  to  meet  that  burden,  even  though  they  had  segregate* 
their  evidence  themselves.  So  what  we  are  faced  with,  really  on  ;  i 
common  sense  basis,  is  whether  there  is  some  benefit  that  is  beinj 
sought  here  by  Mr.  Hale  that  this  Committee  will  confer  on  hin 
that  will  interfere  with  prosecutions  that  are  projected  against  hin 
in  the  State  of  Arkansas. 

From  a  very  practical  standpoint,  one  would  have  to  ask  why 
after  9  days  of  testimony  on  the  stand  without  a  blanket-use  immu 
nity,  he  would  now  need  it  from  us.  I  think,  in  analyzing  Senato 
Bryan's  proposal  and  listening  to  Senator  Kerry,  I'm  struck  by  th< 
fact  that  this  is  a  very  common  sense  way  of  going  forward.  Tin 
protection  is  not  diminished  by  Mr.  Hale  asserting  a  Fifth  Amend 
ment  privilege  or  letting  us  know  he  would  assert  a  Fifth  Amend 
ment  privilege  to  areas  of  legitimate  concern.  Then  we  wouldn't  g< 
into  them.  That  is  a  self-regulating  way  of  going  forward. 

Senator  Boxer.  Mr.  Ben-Veniste,  would  you  yield  to  me,  througl 
the  Chair,  to  just  ask  one  question  of  counsel  here? 

That  is:  Would  it  not  be  fair  to  say  that  Mr.  Hale  wants  a  specia 
deal  that  no  other  witness  that  came  before  us  ever  got  before?  Ir 
other  words,  he's  getting  immunity.  Neither  this  Majority  or  Minor 
ity  has  ever  granted  that  to  any  other  witness. 

We  have  clear  evidence  that  there  is  a  prosecution  pending 
against  this  man.  Would  it  not  be  fair  to  say  that  under  the  plan 
proposed  by  Senator  Bryan,  we  get  everything  we  want?  We  get 
Mr.  Hale  here  with  a  promise  by  us  that  we  won't  ask  him  about 
his  ripping-off  poor  people  in  a  burial  scheme,  and  he  comes  for- 
ward. Also,  is  it  not  true  that  we  never  granted  immunity  to  any 
other  witness? 
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Mr.  Ben-Veniste.  We  did  not  grant  immunity  in  the  14  months 
that  I've  been  involved  with  this  Committee.  However,  let  me  make 
one  correction,  if  I  may  in  what  you  said. 

Senator  Boxer.  Please. 

Mr.  Ben-Veniste.  In  fairness  to  Mr.  Hale,  he  has  not  been  in- 
dicted on  the  charges  we  are  talking  about  relating  to  the  burial 
insurance  company.  We  are  operating  on  the  basis  of  news  reports 
that  indicate  that  there  was  an  emissary  sent  to  the  local  prosecu- 
tor from  the  Independent  Counsel  arguing  that  Hale  should  not  be 
prosecuted.  They  did  not  accept  that  point.  And  they  had  indicated 
that  they  would  defer  indicting  Mr.  Hale  until  after  the  conclusion 
of  the  McDougal/Tucker  trial. 

It  is  our  understanding  that  the  statute  of  limitations  in  bringing 
such  charges  would  expire  at  some  point  in  July. 

Senator  Sarbanes.  If  Hale  appeared  without 

The  Chairman.  Might  I  make  an  observation? 

Senator  Sarbanes.  Certainly. 

The  Chairman.  The  fact  of  the  matter  is  that  the  Fifth  Amend- 
ment has  been  asserted.  This  is  the  only  witness  that  we  have 
thought  that  we  would  consider  granting  immunity  so  that  we 
could  hear  from  him  for  obvious  reasons. 

It  has  been  asserted  by  Chris  and  Rosalie  Wade.  We  should  con- 
sider whether  to  grant  them  immunity  and  get  them  in  to  testify. 
Jim  and  Susan  McDougal.  For  obvious  reasons,  we  weren't  going 
to  look  to  immunize  them,  particularly  before  the  trial. 

Senator  Boxer.  You  granted  them  immunity?  No. 

Senator  Faircloth.  Mr.  Chairman. 

The  Chairman.  The  reason  we  have  not  been  able  to  hear  their 
testimony  or  to  get  documents  is  because  they  have  asserted  the 
right  against  self-incrimination.  The  question  is:  Do  we  believe  that 
it  is  important  for  the  American  people  and  for  this  Committee  to 
get  at  the  truth,  as  best  we  can,  from  Mr.  Hale.  If  we  believe  it 
is,  then  we  grant  him  limited  immunity  against  prosecution  for 
anything  that  he  testifies  to,  that  it  cannot  be  used  against  him, 
just  his  testimony.  Obviously  if  he  perjures  himself,  or  has  commit- 
ted other  crimes,  that  immunity  does  not  keep  him  from  being 
prosecuted. 

Senator  Kerry.  Mr.  Chairman,  may  I  ask  a  question? 

Senator  Faircloth.  Mr.  Chairman. 

The  Chairman.  Senator  Faircloth. 

OPENING  COMMENTS  OF  SENATOR  LAUCH  FAIRCLOTH 

Senator  Faircloth.  We  are  talking  about  this  indictment  and 
possible  indictment,  the  prosecution  of  Hale,  as  if  it  were  some 
clean,  high,  above-board  indictment.  The  man,  Stoddal,  that's  talk- 
ing about  indicting  him,  is  running  for  Congress.  I  mean,  he  is  not 
after  Hale.  He  is  trying  to  get  elected.  Let  me  read  to  you  an  article 
from  The  Wall  Street  Journal  this  morning.  It  says: 

If  elected,  Mr.  Stoddal  will  become  the  de  facto  head  of  a  diminished  but  still  dan- 
gerous political  machine  in  Arkansas.  A  long-time  Clinton  ally,  Mr.  Stoddal  last 
week  signaled  that  he  is  still  willing  to  play  bully  boy  for  the  power  elite  when  he 
restated  his  intention  to  use  his  prosecutorial  power  to  bring  State  insurance  fraud 
charges  against  key  Whitewater  witness,  David  Hale.  The  message  in  any  such  Hale 
prosecution  would  be  that  new  Whitewater  witnesses  are  on  notice  that  the  State 
still  has  the  power  to  punish  them. 
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I  mean,  we  are  talking  about  this  man — we  talk  about  common 
sense.  Common  sense  is,  he's  trying  to  get  elected  to  Congress  and 
he  will  use  David  Hale  or  any  other  method  he  can  to  get  elected. 
So  let's  be  realistic  about  who  the  prosecutor,  the  district  attorney, 
is  that's  talking  about  prosecuting  him. 

Senator  Kerry.  Can  the  Senator  tell  us  what  Mr.  Starr  is  run- 
ning for? 

[Laughter.] 

Senator  Faircloth.  As  far  as  I  know,  Mr.  Starr  is  not  running 
for  Congress  unless  he  announced  it  recently. 

Senator  Mack.  Mr.  Chairman. 

The  Chairman.  Senator  Mack. 

Senator  DOMENICI.  Thus  far,  he  has  been  right,  incidentally. 

The  Chairman.  Senator  Mack. 

OPENING  COMMENTS  OF  SENATOR  CONNIE  MACK 

Senator  Mack.  Yes,  just  one  short  comment  at  this  point,  be- 
cause I  have  a  feeling  this  is  going  to  go  on  for  some  time.  There 
is  one  minor  flaw  in  the  plan  that  my  good  friend,  Senator  Bryan, 
has  proposed  to  us  this  morning.  That  is,  if  we  accept  his  plan,  we 
don't  hear  the  testimony  from  Mr.  Hale. 

Senator  Sarbanes.  Well,  you  don't  know  that. 

Senator  Bryan.  If  I  might  be  permitted 

Senator  Sarbanes.  I  mean,  Hale  ought  to  be  put  to  it.  If  we  indi- 
cate that  we  won't  ask  Hale  about  the  burial  insurance  measure, 
Hale  retains  his  ability  to  take  the  Fifth  Amendment,  so  we  are 
trying  to  protect  him  to  begin  with.  He  has  his  ultimate  protection, 
in  any  event,  because  he  insists  upon  immunity  in  order  to  come 
before  the  Committee. 

If  there  is  not  in  prospect  the  abuse  of  the  immunity  grant  in 
order  to  gain  protection  from  some  prosecution  to  which  he  ought 
to  be  subjected. 

Senator  Kerry.  Well,  Mr.  Chairman,  if  I  could  add  to  that 

Senator  Mack.  Mr.  Chairman. 

Senator  Kerry.  Mr.  Chairman. 

The  Chairman.  Senator  Kerry,  I  will  come  back  to  you. 

Senator  Mack. 

Senator  Mack.  The  bottom  line  is  that  Hale  understands  that 
there  is  no  way  he  can  be  brought  before  this  Committee.  Whether 
we  like  it  or  not,  he  is  in  control  of  what  the  circumstances  are  for 
his  testimony  before  this  Committee. 

Senator  Kerry.  Mr.  Chairman,  I  want  to  address  that. 

If  we  were  to  put  a  subpoena  out  and  ask  him  to  come  here  and 
he  comes  here,  we  are  certainly  permitted  to  ask  him  questions. 

First,  we  ask  him  his  name,  where  he  comes  from,  and  then 
what  he  does.  He  can  only  assert  his  Fifth  Amendment  privilege 
as  to  a  question  where  he  can  raise  that,  because  that's  going  to 
then  be  tested  as  to  whether  or  not  he  has  Fifth  Amendment  privi- 
lege as  to  that  question. 

If  we  are  not  going  to  raise  any  questions  where  he  has  a  re- 
maining legitimate  right,  there  is  not  going  to  be  an  assertable 
Fifth  Amendment  privilege.  This  is  the  main  point  here. 

My  colleagues  on  the  other  side  are  hungry  for  this  testimony, 
and  so  we  are  happy  to  have  this  testimony.  We  would  like  to  have 
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Mr.  Hale  invited  to  come  here  and  testify.  He  has  already  spent  9 
days  in  a  court  testifying  under  oath,  and  been  subjected  to  cross- 
examination.  That  testimony  is  already  in  our  record. 

There  is  no  great  mystery  about  what  he  is  going  to  say  except 
what  he  might  say  if  he  had  a  blanket-use  immunity,  under  which 
he  can  say  anything.  The  question  here  is  if  we  are  legitimate,  let's 
invite  him.  Let's  have  him  come  up  here.  If  he  has  no  assertable 
Fifth  Amendment  privilege,  let's  put  that  to  the  test.  Let  the  sys- 
tem work  the  way  it  ought  to  work.  But  let  the  Committee  not  be 
bamboozled  and  bullied  by  a  legal  scheme  into  giving  an  immunity 
that  we  don't  need  to  give. 

Let  us  proceed  to  have  his  testimony.  It  seems  to  me  that  other- 
wise the  Committee  is  just  playing  into  the  hands  of  a  lawyer  who 
has  already  put  his  client  on  the  stand  in  a  court  of  law.  Everyone 
of  you  has  read  his  testimony.  This  is  just  a  question  of  how  many 
cameras  we  can  get  and  get  everybody  to  listen  to  it  again. 

So  we  can  do  that  again.  If  Hale  is  the  good  citizen  who  wants 
to  come  here  and  be  honest  all  of  a  sudden,  what  is  to  prevent  him 
from  coming  here  and  telling  us  what  he  already  told  the  court  of 
law?  Nothing.  Nothing  unless  we  play  into  his  hands  and  give 
them  what  his  lawyer  is  scheming  for,  some  opportunity  for  an  ap- 
peal, or  to  obscure  the  record.  We  should  not  play  into  that  game. 

Senator  DOMENICI.  Mr.  Chairman. 

Senator  Mack.  Mr.  Chairman. 

OPENING  COMMENTS  OF  SENATOR  PETE  V.  DOMENICI 

Senator  DOMENICI.  Could  I  just  take  2  minutes?  Frankly,  I  am 
kind  of  amazed  at  what  I  am  hearing.  I  have  before  me  a  letter 

Senator  Boxer.  We  can't  hear  you,  Pete. 

Senator  Domenici.  I  said 

Senator  Bryan.  Your  mike  isn't  working. 

Senator  DOMENICI.  Excuse  me.  It's  not  on? 

Senator  Boxer.  Now,  I  can  hear  you. 

Senator  Sarbanes.  It's  all  right  now. 

Senator  Domenici.  I  am  really  kind  of  amazed  at  what  I  am 
hearing.  I  have  before  me  a  letter,  dated  May  23,  1996,  from  the 
counsel  who  represents  this  witness.  In  it,  he  says: 

This  is  to  inform  you  that  based  on  the  rights  guaranteed  to  him  under  the  Fifth 
Amendment,  Mr.  Hale  declines  to  appear  before  you  for  a  deposition  or  for  public 
testimony. 

The  important  sentence  that  causes  me  to  be  rather  concerned 
about  all  of  this  is: 

As  you  may  know,  Mr.  Hale  has  been  explicitly  threatened,  in  writing,  with  pros- 
ecution in  Arkansas  by  Arkansas  State  authorities.  There  are  ample  bases  for  be- 
lieving that  such  threats  and  any  such  prosecution  would  constitute  retribution 
against  Mr.  Hale  for  his  cooperation  with  the  Independent  Counsel.  He  has  been 
advised  that  any  testimony  that  he  may  give  before  the  Special  Committee  may  be 
used  against  him  by  Arkansas  prosecutors  in  future  proceedings  in  Arkansas. 

It  seems  to  me  that  we  have  too  many  people  complaining  too 
much  about  what  a  bad  fellow  this  guy  is.  It  seems  to  me  that  you 
all  are  saying,  on  that  side,  "Nobody  ought  to  believe  this  guy.  You 
know,  he's  a  felon." 

Somehow  or  another,  the  prosecution  in  Arkansas  seems  to  be 
saying,  "You  dare  testify.  We  will  sock  it  to  you.  We  are  waiting 
here  in  the  wings  to  put  it  around  your  neck." 
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Now  what  is  all  the  fuss  about?  Why  don't  we  hear  from  him 
under  this  immunity?  The  immunity  means  nothing.  You  all  know 
that.  We  have  done  300  of  them  under  this  statute  already.  It 
seems  to  me  that,  on  the  one  hand,  you  seem  to  be  saying,  "We 
want  to  hear  from  him.  Since  you  Republicans  want  to  hear  from 
him,  we  would  just  love  to  hear  from  him."  You  are  saying  that  on 
your  side.  Well,  why  are  you  preventing  him  from  testifying,  then? 

Senator  Boxer.  We  are  not. 

Senator  Domenici.  What's  the  issue? 

Senator  BOXER.  We  are  not. 

Senator  Domenici.  You  are  preventing  him. 

Senator  Boxer.  No. 

Senator  Domenici.  You  know  that  time  is  about  to  run  out. 

Senator  Boxer.  Let  me  correct 

Senator  Bryan.  Mr.  Chairman,  could  I  respond? 

The  Chairman.  Let  the  Senator — that's  a  rhetorical  question. 

[Laughter.] 

We  will  get  back  to  Senator  Domenici. 

Senator  Domenici.  Thank  you  very  much,  Mr.  Chairman.  I  have 
nothing  further  to  say. 

The  Chairman.  I  have  to  make  an  observation  because  what  we 
are  doing  is  an  exercise  that  will  not  change  anybody's  mind  that 
has  been  predetermined.  Everybody  has  to  vote  his  or  her  con- 
science and  take  their  steps  accordingly.  We  all  are  accountable. 
Maybe  I  am  being  judgmental,  and  if  so,  I  apologize. 

It  appears  to  me  that  my  colleagues  on  the  Democratic  side  are 
going  to  take  the  position  that  somehow  we  are  conferring  some 
special  right  on  this  individual.  We  are  not  conferring  any  special 
right.  He  has  an  absolute  right,  as  anybody  else,  to  raise  his  Con- 
stitutional right  against  self-incrimination. 

Senator  Kerry.  Then  why  didn't  he  do  it  in  court? 

Senator  Domenici.  Senator,  that  doesn't  have  a  thing  to  do  with 
it.  You  know,  as  a  prosecutor,  he  entered  into  a  plea  bargain  agree- 
ment that  if  he  cooperated,  if  he  testified 

Senator  Kerry.  And  he  did. 

Senator  DOMENICI.  And  he  did. 

Senator  Kerry.  And  he  got  a  deal. 

Senator  Domenici.  We  can't  force  him  to  come  in. 

Senator  Kerry.  But  he  has  no  further  liability  as  to  what 

Senator  Domenici.  Now,  we  have 

Senator  Kerry  — he  will  testify  about. 

Senator  Domenici.  Now  wait.  I  would  love  to  get  him  in  here 
without  conferring  any  kind  of  immunity  and  hear  from  him. 

I  would  like  to  get  Mr.  Wade,  the  real  estate  agent,  who  paid  off 
the  Whitewater  debt,  who  was  in  bankruptcy,  and  I  don't  know 
where  he  got  the  money.  I  would  love  to  hear  from  him.  Do  you 
want  to  grant  him  immunity?  I  will  grant  him  immunity.  How 
about  that?  How  about  we  consider  him  and  we  will  schedule  a 
hearing  for  tomorrow  to  consider  whether  we  will  bring  Chris  Wade 
in  here?  I  would  vote  to  confer  immunity  on  him  just  like  this  fel- 
low. I  mean,  the  American  people  have  a  right  to  hear  this. 

Now  the  fact  of  the  matter  is,  you  can  say,  "Well,  he  testified  in 
other  places  without  it.  He  wants  it  here."  That  is  his  right.  We 
can't  take  that  away.  We  can't  change  it.  Do  I  wish  we  could  get 
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him  to  agree  to  come  in?  Yes.  Do  I  wish  we  could  have  gotten  him 
to  come  in  sooner?  Yes.  Do  I  wish  that  the  Special  Counsel  would 
not  have  indicated  his  opposition  to  testifying  before  the  trial?  Yes. 
That's  a  fact. 

If  the  Committee  decides,  in  its  wisdom,  that  they  do  not  want 
to  hear  from  him  because  you  feel  somehow  his  testimony  will  pos- 
sibly jeopardize  the  criminal  prosecution  with  respect  to  this  insur- 
ance fraud,  that  is  a  judgment  that  you  have  to  make.  I  do  not  be- 
lieve that  it  should  carry  the  day.  You  may  agree  differently.  I 
don't  believe  it  should  carry  the  day,  because  he  will  not  receive 
immunity  from  any  criminal  wrongdoing  that  he  has  participated 
in.  That's  clear. 

Senator  Kerry.  Mr.  Chairman. 

The  Chairman.  Just  simply  that  you  cannot  use  his  testimony 
here  against  him. 

Senator  Bryan.  Mr.  Chairman. 

The  Chairman.  So  why  should  we  torture  ourselves?  We  know 
the  way  we  are  going  to  vote.  Let's  do  it. 

Senator  Bryan.  Mr.  Chairman. 

The  Chairman.  Senator  Bryan. 

Senator  Bryan.  Mr.  Chairman,  I  will  be  brief.  The  Senator  from 
New  Mexico  cited  what  Mr.  Hale's  counsel  had  to  say.  I  think  we 
ought  to  consider  what  the  Senate  Legal  Counsel  has  to  say.  Mr. 
Hale  has  no  right  to  refuse  our  subpoena.  There  is  no  right  to  a 
blanket  Fifth  Amendment.  I  want  to  cite  as  authority  for  that  prop- 
osition a  statement  made  by  the  Senate  Legal  Counsel  in  a  June 
3  memorandum: 

Hale's  well-founded  fear  of  State  prosecution  for  those  alleged  crimes,  however, 
does  not  permit  him  to  assert  a  blanket  Fifth  Amendment  privilege  against  appear- 
ing before  the  Special  Committee.  He  may  only  assert  the  privilege  on  a  question 
by  question  basis  before  the  Committee  so  that  the  Committee  may  evaluate  the  va- 
lidity of  each  claim  in  the  context  of  the  precise  question  asked.  To  our  knowledge, 
Hale  has  not  yet  articulated  a  basis  for  refusing  to  testify  about  the  topics  that  are 
within  the  scope  of  the  Special  Committee's  jurisdiction  or  about  which  he  already 
testified  during  the  recently  concluded  Tucker/McDougal  trial. 

Again,  I  say,  let's  subpoena  the  witness,  let's  bring  him  here  be- 
fore us.  He  retains  only  the  right  on  a  specific  ad  hoc  basis  to  as- 
sert the  Fifth  Amendment.  He  does  not  have  a  right  to  assert  the 
Fifth  Amendment  against  appearing  here  to  testify. 

The  Chairman.  OK. 

Senator  Bryan.  Then  we  can  see. 

Senator  Murkowski.  Mr.  Chairman. 

The  Chairman.  Senator  Murkowski. 

OPENING  COMMENTS  OF  SENATOR  FRANK  H.  MURKOWSKI 

Senator  Murkowski.  Let  me  make  a  point.  Everybody  seems  to 
indicate  that  at  one  time  or  another  we  wanted  Hale  to  be  before 
this  Committee.  Now,  we  are  talking  about  under  what  terms  and 
conditions.  We  have  to  maintain  the  interest  in  the  bottom  line  and 
that  is  to  get  him  here.  To  get  him  here,  we  can  proceed  without 
immunity  and  he  won't  come. 

Senator  Bryan.  Oh,  he  has  to  come. 

Senator  Kerry.  Let's  subpoena  him  today  and  make  him  come. 

Senator  Murkowski.  If  he  comes,  then  the  question  is 

Senator  Dodd.  He  has  to  come. 
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Senator  Kerry.  He  has  to  come. 

Senator  Murkowski.  All  right.  If  he  has  to  come,  then  he's  here. 
We  could  begin  the  questioning.  Then  the  question  is  how  to  limit 
it.  And  you  are  not  satisfied  with  the  prerogative  of  the  Chairman 
to  disallow  any  testimony  relative  to  the  National  Insurance. 

Senator  Kerry.  He  will  limit  it  by  any  legitimate  assertion  of  his 
Fifth  Amendment  right.  That  is  the  process  we  could  go  through. 
We  all  know  he  doesn't  have  a  Fifth  Amendment  right  as  to  what 
we  want  to  ask  him.  So  this  is  a  non-issue. 

The  Chairman.  Now  can  I  just  make  an  observation?  It  seems 
to  me  that  we  have  no  right  to  determine  for  a  witness  when  he 
wants  to  raise,  or  when  his  counsel  will  advise  him  to  raise,  his 
right  against  self-incrimination.  For  us  to  prejudge  and  to  say  that 
he  won't  do  this  or  he  has  no  right  to  do  this,  I  mean 

Senator  Kerry.  Mr.  Chairman,  that's  the  legal  process.  Let  him 
do  that,  because  we  all  know 

The  Chairman.  Will  we  do  that  for  Mr.  Wade  as  well?  We  have 
tried  not  to  make  a  show  of  this.  Will  we  do  this  for  Mr.  McDougal, 
who  has  indicated  that  he  has  raised  a  Fifth  Amendment?  Do  you 
want  to  come  in  here  and  swear  him  in  at  the  same  time,  only  to 
have  him  take  the  Fifth  Amendment?  Do  we  want  to  turn  this  into 
a  real  circus? 

Senator  Kerry.  Mr.  Chairman. 

The  Chairman.  I  don't  think  that  should  be  the  purpose  of  this 
Committee. 

Senator  Kerry.  The  point  is  that  there  is  a  huge  distinction  be- 
tween them  and  this  witness.  The  distinction  is  that  this  witness 
has  already  cut  a  deal,  has  already  pled  guilty,  is  already  in  jail, 
and  has  already  testified  in  court.  The  only  area  of  our  inquiry  pur- 
portedly is  that  area  to  which  he  has  already  testified  and  has  no 
Fifth  Amendment  privilege.  There  is  a  huge  distinction  between 
our  arguing  about  bringing  in  somebody  who  really  doesn't  have  a 
Fifth  Amendment  privilege  and  then  somebody  who  does. 

Let's  bring  him  in.  Let's  put  him  in  front  of  us.  He  has  no  legiti- 
mate right  to  take  the  Fifth  Amendment  as  to  anything  you  guys 
want  to  ask  him  with  respect  to  what  he  has  already  testified  to. 
This  is  not  a  big  issue,  and  we  shouldn't  be  making  it  one. 

Senator  Bennett.  Mr.  Chairman. 

The  Chairman.  Yes,  Senator  Bennett. 

OPENING  COMMENTS  OF  SENATOR  ROBERT  F.  BENNETT 

Senator  Bennett.  Having  been  unburdened  by  virtue  of  the  fact 
that  I  didn't  go  to  law  school,  I  have  some  observations  here. 

[Laughter.] 

I  am  willing  to  follow  the  procedure  suggested  by  Senator  Bryan 
and  Senator  Kerry  as  the  first  step,  because  they  are  so  confident 
that  the  witness  is  going  to  be  completely  forthcoming  in  all  these 
areas  and  we  are  not  going  to  have  any  problems.  But  I  would  ask 
that  if  we  take  that  first  step  and  we  find  out  they  are  wrong  and 
the  witness  does,  indeed,  start  to  abuse  his  right,  that  we  be  pre- 
pared at  that  point  on  the  spot  to  offer  him  immunity  and  say, 
"Well,  it  turns  out  you  are  behaving  the  way  the  Republicans  pre- 
dicted you  would  behave  instead  of  the  way  the  Democrats  pre- 
dicted you  would  behave." 
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Senator  Kerry.  Let  me  say  to  my  friend 

Senator  Bennett.  We  will  go  in  that  direction. 

Just  one  more  comment.  We  are  not  talking  about  an  ax  mur- 
derer or  a  child  abuser. 

Senator  Kerry.  We  think  we  are  not. 

Senator  Bennett.  We  are  not  talking  about  somebody  who 

[Laughter.] 

Senator  Kerry.  We  don't  know  what  we  may  learn. 

[Laughter.] 

Senator  Faircloth.  Does  that  apply  to  most  of  the  Arkansas 
crowd? 

Senator  Bennett.  Well,  I  will  take  Mr.  Ben-Veniste's  position, 
which  he  has  held  consistently  throughout  this  whole  circumstance. 
He  has  always  corrected  everyone  who  has  tried  to  impugn  some- 
body who  has  not  been  convicted  with  reminding  us  all  that  they 
are  innocent  until  proven  guilty.  I'm  one  that  he  has  reminded  of 
that.  I've  seen  him  evenhandedly  remind  people  on  his  side  of  that. 
And  I  will  take  that  position. 

Senator  Sarbanes.  Actually  he  did  it  this  morning. 

Senator  Bennett.  That's  correct. 

Mr.  Ben-Veniste.  Senator  Bennett,  you  are  correct.  But  in  this 
case,  David  Hale  has  been  convicted  and 

Senator  Bennett.  That's  the  point  I'm  going  to  make.  He  has  not 
been  convicted  of  ripping  off  the  burial  insurance  people 

Mr.  Ben-Veniste.  That's  correct. 

Senator  Bennett.  — which  was  the  point  you  made  this  morning. 

Mr.  Ben-Veniste.  That's  still  to  come. 

Senator  Bennett.  Here's  my  point:  This  is  a  guy  who  is  in  jail, 
and  who  has  been  thoroughly  discredited.  His  career  is  over. 

Senator  Kerry.  That  is  a  great  reason  to  call  him  as  a  witness. 

Senator  Bennett.  To  say,  "Well,  we  are  worried  that  in  some 
way,  some  conceivable,  possible  blurting  out  might  in  some  fashion, 
nobody  can  be  sure  of,  damage  a  case  against  this  man;  therefore, 
we  are  not  going  to  hear  what  he  has  to  say."  My  reaction  is  that, 
frankly,  I  don't  care  if  it  damages  the  case  against  this  man,  be- 
cause his  career  is  over  anyway.  He  is  in  jail  now. 

We  are  not  talking  about  putting  an  ax  murderer  back  on  the 
street  if  the  prosecution  in  Arkansas  doesn't  go  forward.  We  are 
talking  about  a  man  whom  both  sides  have  wanted  to  hear  from 
in  a  whole  series  of  areas  and  whom  we  have  not  heard  from  ex- 
cept in  a  very  carefully  controlled  circumstance  of  a  trial.  I  think 
we  are  being  derelict  in  our  duty  of  trying  to  get  the  whole  story 
out  if  we  don't  take  the  opportunity  to  have  him  here.  And  I'm  will- 
ing to  run  the  risk. 

Senator  Kerry.  Mr.  Chairman,  could  I  just  say  to  my  friend  that 
none  of  us  are  predicting  what  he  is  going  to  come  here  and  do. 
I'm  not  predicting  he's  not  going  to  come  here  and  take  the  Fifth 
Amendment.  I  haven't  said  that.  He  may  decide  to  do  that.  But  we 
have  the  right  to  put  each  of  those  assertions  to  the  test,  is  what 
I'm  saying. 

Then  there's  the  second  question  of  whether  or  not  it  is  legiti- 
mate under  these  circumstances  to  grant  him  immunity.  I  think  he 
should  know  ahead  of  time  that  most  people  here,  at  least  on  our 
side  of  the  fence,  for  various  reasons  relating  to  the  nature  of  what 
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he  has  done  and  to  the  fact  that  he  has  already  testified  will  have 
a  hard  time  believing  that  we  ought  to  now  give  him  a  leg  up  on 
the  legal  system,  given  the  kind  of  person  that  he  is. 

Senator  Murkowski.  Yes,  but,  Mr.  Chairman,  you  will  never  get 
the  facts  out  if  you  don't  have  him  here. 

The  Chairman.  Let  me  say  this 

Senator  Murkowski.  The  bottom  line  is  we  are  both  interested 
in  the  facts.  We  will  never  get  them  unless  we  find  a  way  to  bring 
that  man  in. 

Senator  Bryan.  Senator  Murkowski,  he  has  to  respond  to  our 
subpoena.  He  has  to  be  here. 

Senator  Murkowski.  Yes,  but  he  can  plead  the  Fifth. 

Senator  Bryan.  He  cannot  plead  the  Fifth  on  a  blanket  basis.  He 
has  to  plead  the  Fifth  with  respect  to  each  question.  Then  the  Com- 
mittee has  the  power  and  the  ability  to  determine  whether  that  is 
a  valid  exercise. 

The  Chairman.  That  is  not  quite  accurate.  Let  me  say  that  for 
approximately  25  to  30  years,  we  haven't  brought  a  witness  to  any 
proceeding  that  I  know  of  to  actively  plead  the  Fifth  when  his  law- 
yer has  advised  a  committee  of  the  Congress  that  his  client  intends 
to  plead  the  Fifth.  We  haven't  done  it. 

Senator  KERRY.  Well,  can  I 

The  Chairman.  That  takes  us  back  to  McCarthy  days.  Back  then 
they  would  bring  someone  in  and  he  would  take  the  Fifth  as  it  re- 
lated to  his  name,  his  address,  et  cetera. 

Senator  KERRY.  Mr.  Chairman,  could  I  ask  you  a  question? 

The  Chairman.  There  is  an  opinion  which  states:  Lawyers  for 
Congressional  committees  summon  witnesses  who  know  it  is 
known  will  decline  to  answer  any  questions  on  the  claim  of  privi- 
lege. We  have  been  asked  to  advise  whether  it  is  proper  for  Con- 
gressional committees  whose  Chairmen,  staff,  and  several  Members 
are  attorneys  to  require  a  witness  who  is  a  target  of  a  pending 
Grand  Jury  investigation  to  appear  at  a  televised  hearing  to  be 
questioned  when  the  committee  has  been  notified  in  advance  that 
the  witness  will  exercise  his  Constitutional  privilege  not  to  answer 
any  questions. 

At  the  outset  we  note  that  it  is  unethical.  It  has  been  the  prac- 
tice of  the  Congress  for  the  past  25  to  30  years  not  to  do  this  when 
we  have  been  advised  that  a  client  will.  Let  me  say  to  you  that  if 
the  Committee  and  my  colleagues  say  they  want  to  do  this,  I  don't 
feel  comfortable. 

Senator  Kerry.  Well,  Mr.  Chairman,  can  I 

The  Chairman.  The  first  process  is  to  vote  to  do  this,  then  go  to 
the  Special  Counsel  to  get  his  formal  opinion,  and  then  go  to  the 
court.  You  cannot  bring  in  a  person  who  raises  the  claim  of  immu- 
nity and  then  this  body  decides  to  grant  him  immunity. 

Senator  Kerry.  Mr.  Chairman,  could  I  say  to  you  advisedly 

Senator  Sarbanes.  Mr.  Chairman,  in  light  of  that  ethics  ruling, 
it's  not  our  intention  to  ask  Hale  about  the  matter  of  which  he  is 
a  target,  if  he  is  a  target,  in  which  he  is  fearful  of  prosecution  in 
Arkansas.  We  have  no  intention  of  putting  those  questions  to  him 
and  requiring  him  to  invoke  the  Fifth  Amendment  publicly  in  order 
not  to  answer  those  questions.  That's  not  the  objective. 
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On  the  other  matters,  Hale  should  testify.  He  doesn't  really  have 
a  valid  Fifth  Amendment  privilege.  The  fact  that  he's  seeking  an 
immunity  leads  one  to  ask  why  does  he  want  this  immunity,  since 
he  doesn't  need  it  and  since  we  have  no  intention  about  asking 
questions  to  which  his  privilege  would  apply.  If,  somehow  it  hap- 
pened, he  could  invoke  his  privilege  at  the  time.  But  I  don't  think 
it  would  happen.  Once  again,  we  are  back  to  the  fact  that  I  think 
Hale  is  seeking  an  opportunity  to  manipulate  the  Committee  to  his 
advantage. 

Senator  Kerry.  Mr.  Chairman,  it  is  my  understanding  that  this 
wouldn't  happen  in  public,  because  I  understand  he  was  going  to 
be  deposed.  If  that  is  true,  it  would  be  a  private  session.  That  is 
where  these  could  be  asserted.  On  a  quick  process  to  the  court,  the 
court  will  determine  very  rapidly  if  he  has  a  legitimate  right  to  any 
Fifth  Amendment  privilege  on  any  of  the  questions  asked.  And  he 
could  appear  here  very  rapidly  with  a  court  determination  that  he 
doesn't. 

The  Chairman.  Let  me  say  that  maybe  we  have  made  some 
progress.  Are  my  colleagues  on  the  Democratic  side  suggesting  that 
we  vote  out  the  subpoenas,  bring  in  Mr.  Hale  for  depositions,  and 
ascertain  what  his  position  will  be? 

If,  indeed,  he  asserts  his  right  to  the  Fifth  Amendment,  then  will 
it  be  your  position  that  in  order  to  get  him  to  testify  that  we  apply 
to  the  Special  Counsel  and  the  court  for  an  order  to  immunize  him 
from  prosecution  against 

Senator  Kerry.  No,  sir. 

Senator  Boxer.  No. 

The  Chairman.  What  is  your  position  then? 

Senator  Sarbanes.  No.  That's  an  invitation  for  Hale  to  improp- 
erly assert  the  Fifth  Amendment  in  order  to  get  the  immunity. 

The  Chairman.  What  is  your  position  then? 

Senator  Kerry.  Mr.  Chairman,  the  position  is  that  we  go 
through  the  standard  procedure  of  the  Senate.  I  believe  we  would 
have  to  take  a  vote  in  order  to  have  Senate  Legal  Counsel  rep- 
resent us  before  the  court.  There  would  be  an  expedited  hearing 
that  could  be  arranged  on  the  subject  of  whether  or  not  he  has  a 
right  to  assert  the  Fifth  Amendment  privilege  with  respect  to  the 
issues  we  intend  to  raise  with  him.  The  court  will  make  a  deter- 
mination and  either  assert  he  has  the  Fifth  Amendment  privilege 
or  order  him  to  testify.  At  that  point  he  could  testify  here  without 
our  ever  giving  him  immunity  or  creating  a  whole  new  legal  ave- 
nue for  him. 

The  Chairman.  What  year  would  this  finally  be  decided? 

Senator  Kerry.  This  could  be  done  on  an  expedited  procedure. 

The  Chairman.  Senator,  let  me  say  this  to  you,  I  believe  that  we 
will  be  talking  about  1998.  And  it  is  not  the  intent  of  the  Chairman 
of  this  Committee  to  attempt  to  extend  the  timeframe  by  which  we 
said  we  were  going  to  conclude. 

Senator  Murkowski.  You  might  ask  the  Democrats  if  they  would 
agree  to  extend  the  time  commitment  of  this  Committee,  then, 
after  June  14th  if  it  became  necessary. 

Senator  Kerry.  This  can  be  done  on  an  expedited  procedure. 

Senator  MURKOWSKI.  Well,  not  before  June  14th. 

The  Chairman.  Senator  Simon,  you  have  been  very  patient. 


3332 

OPENING  COMMENTS  OF  SENATOR  PAUL  SIMON 

Senator  Simon.  I  believe  we  are  going  to  come  down  to  one  ques- 
tion. Should  this  Committee  give  a  special  reward  to  a  convicted 
felon  because  his  testimony  is  that  valuable?  I  would  like  to  see 
him  testify.  But  frankly,  I  am  very  reluctant  to  start  handing  out 
special  benefits  to  convicted  felons.  I  do  not  think  that  makes  very 
good  sense. 

Senator  Mack.  Mr.  Chairman. 

The  Chairman.  Yes,  Senator  Mack. 

Senator  Mack.  Could  I  ask  Counsel  whether,  in  fact,  he  believes 
that  this  is  a  special  reward? 

Senator  Boxer.  Which  Counsel? 

[Laughter.] 

Senator  MACK.  I  think  my  colleagues  know  which  individual  I 
was  addressing  that  to. 

Senator  Faircloth.  Mr.  Chairman. 

Mr.  Chertoff.  Mr.  Chairman. 

The  Chairman.  Well,  let  him  answer. 

Mr.  Chertoff.  Let  me  answer  the  question.  This  limited  immu- 
nity— there  is  no  such  thing,  to  my  knowledge,  as  blanket-limited 
immunity;  it  is  limited-use  immunity — is  the  only  way  that  you 
could  require  a  witness  who  wants  to  exercise  his  Constitutional 
Fifth  Amendment  right  that  he  has,  the  same  as  every  other  citi- 
zen, the  only  way  you  can  force  that  person  to  come  and  testify. 

In  response  to  the  question,  I  will  say  that  we  received  a  letter 
from  Mr.  Hale's  lawyer,  and  yesterday  we  had  an  extensive  meet- 
ing with  Mr.  Hale's  lawyer.  He  gave  us  a  firm  and  unequivocal 
statement  that  his  client  would  exercise  the  Fifth  Amendment 
right  with  respect  to  questions,  including  those  relating  to  the 
Madison  matter. 

I  think  one  of  the  reasons  is  evident  from  Mr.  Ben-Veniste's 
statement,  that  Mr.  Ben-Veniste  has  a  theory  or  a  notion,  based  on 
what  he  has  read  in  the  press,  that  the  burial  insurance  purchase 
was  the  product  of  some  of  the  profits  of  Capital  Management 
which  was  part  of  the  very  thing  that  we  are  looking  at.  It  is  not 
my  place  or  anybody  else's  to  tell  a  citizen  of  the  United  States 
what  they  can  and  can't  do  with  their  Fifth  Amendment  rights. 

Both  the  Fifth  and  Sixth  Amendments,  I  think,  teach  all  of  us 
that  is  a  matter  between  the  person  and  their  own  counsel.  If  the 
question  arises  whether  this  is  a  good  faith  basis  to  take  it,  I  have 
to  say,  based  on  the  discussion  I  heard  yesterday,  that  it  is  abso- 
lutely based  on  the  kind  of  evidence  that  could  be  put  into  that 
prosecution,  it  is  absolutely  sound  advice  for  a  lawyer  to  raise  for 
a  client  to  be  concerned  about  anything  that  we  raise  being  used 
as  evidence  in  some  prosecution,  whether  it's  a  good  or  a  bad  faith 
prosecution.  This  immunity  is  provided  for  by  law.  It  is  not  special 
immunity.  It  is  provided  by  statute.  Hundreds  of  witnesses  have  re- 
ceived it.  It  gives  him  no  more  or  no  less  than  what  every  other 
citizen  is  entitled  to  receive  as  the  price  for  giving  up  his  Fifth 
Amendment  rights. 

Senator  Faircloth.  Mr.  Chairman. 

Senator  Sarbanes.  Mr.  Chairman. 

Senator  Bryan.  Mr.  Chairman. 

The  Chairman.  Wait  a  second,  please. 
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Senator  Bryan.  Could  I  ask  our  Counsel- 


The  Chairman.  I  am  going  to  recognize  a  Senator  who  has  not 
been  heard  from.  Then  I  will  recognize  a  Senator  on  this  side. 
Senator  Dodd,  do  you  wish  to  be  heard? 

OPENING  COMMENTS  OF  SENATOR  CHRISTOPHER  J.  DODD 

Senator  Dodd.  No,  Mr.  Chairman. 

The  Chairman.  Senator  Bryan. 

Senator  Bryan.  Mr.  Chairman,  could  I  ask  Counsel  a  question? 

The  Chairman.  Certainly. 

Senator  Bryan.  Mr.  Ben-Veniste,  if  the  Resolution  of  Immunity 
that  is  before  the  Committee  today  were  adopted  and  during  the 
course  of  that  testimony,  either  in  response  to  a  question  or  his  ex- 
panding a  response  to  another  question,  Mr.  Hale  indicated  other 
acts  of  fraud  which  would  constitute  a  felony  unrelated  to  the  State 
prosecution,  would  his  testimony  with  respect  to  those  other  acts 
of  fraud  confer  an  immunity  upon  him? 

Mr.  Ben-Veniste.  What  would  happen,  Senator,  is  that  it  would 
make  it  almost  impossible  under  the  teaching  of  the  United  States 
v.  North  to  prosecute  him  for  such  cases,  in  my  view.  The  question 
was  asked  whether  this  immunity  would  confer  some  special  bene- 
fit on  Mr.  Hale. 

Senator  Bennett.  May  I  ask  a  question  there? 

Mr.  Ben-Veniste.  Sir,  if  I  could  finish  for  a  moment? 

Senator  Bennett.  Yes. 

Mr.  Ben-Veniste.  Let  me  respond,  if  I  might,  to  the  Senator 
from  Florida's  question. 

Senator  Bennett.  Sure.  This  is  where  I  am  going  to  law  school. 
So  I  want  to  ask  some  questions. 

Mr.  Ben-Veniste.  Sure.  First  of  all,  in  this  regard,  Mr.  Hale  has 
testified  extensively  for  9  days  in  Little  Rock.  I  think  that  is  a  fact 
that  we  cannot  ignore.  This  is  not  like  a  situation  where  a  witness 
has  refused  to  give  any  testimony  at  all  without  a  grant  of  immu- 
nity. There  is  an  issue  as  to  the  legitimacy  of  a  claim  of  immunity 
when  we  are  questioning  him  about  the  exact  same  thing. 

The  issue  of  whether  somebody  is  or  is  not  hiding  testimony,  the 
fact  is  there  is  an  extensive  transcript  which  we  have  all  read.  It 
is  not  from  reading  about  a  connection  between  the  CMS,  Madison 
fraud,  and  the  burial  insurance  in  the  press.  It's  from  reading  the 
trial  transcript  that  I  get  that  information. 

I  am  delighted  that  Mr.  Chertoff  has  traded  in  his  hat  as  Inspec- 
tor Jovier  to  now  be  Clarence  Darrow  on  behalf  of  David  Hale.  But 
quite  correctly,  the  question  is  asked,  "What  has  changed  since  the 
weeks  ago  in  Little  Rock  when  David  Hale  gave  his  testimony 
without  blanket-use  immunity?"  The  immunity  that  is  proposed  in 
this  Resolution  is  exactly  the  same  kind  of  blanket  immunity  that 
was  conferred  on  Oliver  North  and  John  Poindexter. 

Senator  Bennett.  May  I  ask  a  completely  innocent  question? 

The  Chairman.  Yes,  Senator. 

Senator  Bennett.  I  assure  you,  this  is  for  my  understanding. 

Your  opening  statement,  which  is  when  the  question  came  up, 
was  that  if  he  were  to  say  something  under  immunity  that  would 
apply  in  the  trial,  that  meant  that  it  would  be  very  difficult,  if  not 
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impossible,  for  you  then  to  get  a  conviction  in  the  trial  because  of 
the  immunity?  You  quoted  United  States  v.  North.  Is  that  correct? 

Mr.  Ben-Veniste.  There  would  be  a  burden  placed  on  the  pros- 
ecution by  the  courts,  presumably  an  appellate  court,  if  there  were 
a  conviction;  whereby,  the  prosecutor  would  have  the  burden  of 
proving  they  never  heard  the  testimony,  no  one  ever  brought  it  to 
his  attention,  no  one  ever  discussed  it  with  him,  and  it  didn't  influ- 
ence him  in  one  iota  in  connection  with  the  way  he  proceeded  to 
prosecute  David  Hale. 

Watergate  was  enough  of  a  burden,  but  the  North  case  was  even 
different  from  that.  The  people  who  we  prosecuted  who  had  been 
immunized  were  the  only  people  who  pleaded  guilty.  We  did  not 
take  one  individual  to  trial  who  had  been  granted  immunity  by  the 
Senate  in  Watergate. 

Senator  Bennett.  Here  is  my  question:  If  the  prosecutor  has  a 
case  in  the  can  right  now  and  it  is  built  on  various  types  of  outside 
information  and  sources  unrelated  to  Mr.  Hale,  and  then  Mr.  Hale 
comes  here  and  makes  a  statement  under  immunity,  does  that  in- 
validate the  prosecutor's  existing  case? 

Mr.  Ben-Veniste.  It  places  the  burden  on  the  prosecutor  to  show 
that  nothing  that  occurred  in  the  immunized  testimony  influenced 
him  in  the  slightest  in  connection  with  his  strategy  of  how  to  pros- 
ecute, in  connection  with  any  questions  that  were  asked  of  Hale  or 
any  other  witnesses  or  any  leads  that  he  might  have  gotten.  It  is 
an  enormous  burden  after  North  that  a  prosecutor  has  to  shoulder 
in  order  to  make  that  showing. 

Senator,  in  the  North  case  where  they  put  that  package  together, 
they  still  were  not  able  to  satisfy  that  burden.  Those  convictions, 
as  you  know,  were  overturned. 

Senator  Bennett.  Would  you  be  offended  if  I  sought  a  second 
opinion? 

Mr.  Chertoff.  Senator,  the  short  answer  is  no,  it  would  not  in- 
validate the  evidence  in  the  can.  The  North  case  does  not  apply  in 
Arkansas  because  it's  the  D.C.  Circuit  case  and  the  general  law  on 
the  subject  is  stated  by  the  Supreme  Court  in  the  Castaguard  case. 
North  was  much  different  because  of  the  amount  of  material  that 
got  to  the  public  from  immunized  testimony,  including  witnesses 
who  had  heard  the  testimony  of  other  immunized  witnesses,  so 
that  everybody  was  bathed  in  days  and  days  of  immunized  testi- 
mony is  totally  different  from  what  we  are  talking  about  here. 
Which  is  a  witness  who  comes  up  for  1  day,  who,  in  the  worst  situ- 
ation, blurts  out  one  answer  to  a  question  before  it's  possible  to 
shut  it  down  and  with  a  prosecutor  in  the  State  who  is  forewarned 
about  North  and  Castaguard  and  is  perfectly  capable  of  taking 
steps  to  make  sure  he  can  demonstrate  that  l»o  is  untainted  by  any 
of  this  information. 

Senator  Bennett.  Let  me 

Mr.  Chertoff.  The  short  answer  is  prosecutors  deal  with  this  all 
the  time  across  the  country,  and  it  is  something  that  can  be  dealt 
with  without  any  insuperable  problem. 

Senator  Bennett.  Yes. 

Mr.  Ben-Veniste.  Senator  Bennett,  may  I  add  to  your  inquiry. 
Over  these  months,  I  have  enjoyed  these  dialogues,  which  will  be 
coming  to  an  end  shortly.  In  addition  to  the  specific  substantive  in- 
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formation  regarding  the  burial  insurance,  the  prosecutor  would 
have  to  prove,  were  Hale  to  come  here  under  a  grant  of  immunity, 
that  nothing  else  that  Hale  said  gave  him  a  lead  for  other  areas 
of  inquiry,  that  it  didn't  refresh  any  other  witness'  recollection  who 
might  be  used  against  Hale  to  think  of  some  other  thing  that  they 
would  testify  to  about  Hale. 

The  North  case  is  a  very  good  analogy,  because  it  was  the  tele- 
vised nature  of  North's  testimony  which  was  so  important  in  the 
decision  saying  how  powerful  the  televised  testimony  was  in  con- 
nection with  having  an  affect  on  other  witnesses  and  the  prosecu- 
tion itself,  a  burden  which  was  impossible  for  the  prosecution  to 
discharge. 

Senator  Bennett.  Thank  you. 

Senator  Boxer.  Mr.  Chairman. 

Senator  Bennett.  I  thank  both  the  Counsels  for  their  effort  to 
educate  me  in  the  law.  I  appreciate  it. 

The  Chairman.  Senator  Boxer. 

OPENING  COMMENTS  OF  SENATOR  BARBARA  BOXER 

Senator  Boxer.  Mr.  Chairman,  thank  you  so  much.  I  will  just 
take  a  moment  of  the  Committee's  time.  I  think  the  Chairman  is 
right.  We  are  going  to  take  responsibility  for  the  way  we  vote. 

I  have  to  tell  you,  Mr.  Chairman,  for  me,  after  giving  this  a  great 
deal  of  thought,  I  come  down  to  a  very  basic  common  sense  ques- 
tion. Why  would  we  want  to  give  David  Hale  a  special  deal  that 
no  other  witness  had  when,  in  fact,  Senators  Bryan  and  Kerry  have 
given  us  another  route  in  which  the  Committee  will  not  be  manipu- 
lated, will  not  be  used? 

I  want  to  put  into  the  record  the  fact  that  David  Hale  is  a  con- 
victed felon  who  pled  guilty  to  two  counts  of  defrauding  taxpayers 
through  the  Small  Business  Administration  of  $2  million.  He  is  a 
convicted  felon  who  admitted  under  oath  that  he  had  not  planned 
on  paying  Federal  taxes  on  about  $60,000  in  cash  he  received  from 
the  FBI  for  living  expenses  while  cooperating  with  the  Independent 
Counsel,  a  convicted  felon  who  told  the  Federal  judge  accepting  his 
guilty  plea  in  March  1994,  that  he  never  profited  from  his  illegal 
loans  but  admitted  in  another  Federal  courtroom  that  he  did  use 
the  money,  a  convicted  felon  who  admitted  lying  to  FBI  agents 
combing  his  records  in  1989.  And  it  goes  on. 

I  think  it's  fair  to  say  that  we  don't  know  if  he  will  be  indicted, 
but  if  this  is  true  and  this  is  a  person  who  stole  from  the  poorest 
of  the  poor  who  wanted  to  bury  their  loved  ones,  for  me  to  play  a 
party  [sicl,  in  essence,  granting  a  pardon  in  advance  because,  in  a 
sense,  that's  what  it  is  when  you  grant  immunity.  I  don't  trust  him 
not  to  blurt  something  out.  You  are  not  dealing  with  someone  who 
has  a  record  of  honesty  here. 

Senator  Dodd.  Would  my  colleague  yield? 

Senator  BOXER.  I  think  it  would  be  a  mistake.  I  would  be  happy 
to  yield  to  my  colleague. 

Senator  Dodd.  There  are  two  facts  that  people  may  not  be  aware 
of.  That  Mr.  Hale  is  a  former  prosecutor  and  judge.  This  individual 
knows  very  well  what  he's  up  to.  For  a  former  prosecutor  and  judge 
to  be  in  here  taking  immunity  and  the  Fifth  Amendment  to  avoid 
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the  kind  of  prosecution  that  a  State  prosecutor  is  apparently  seek- 
ing in  Arkansas,  I  find  reprehensible. 

Senator  MURKOWSKI.  Mr.  Chairman. 

Senator  Faircloth.  Mr.  Chairman. 

The  Chairman.  Senator  Faircloth. 

Senator  Faircloth.  Mr.  Chertoff  said  before  it  is  fairly  simple, 
and  Mr.  Ben-Veniste  indicated  Capital  Management  is  connected 
with  the  Arkansas  Insurance  Company — the  burial  association.  Mr. 
Hale  won't  answer  any  question  that  relates  to  Capital  Manage- 
ment, because  they  do  relate  to  the  Arkansas  burial  association. 
The  Minority  is  throwing  up  a  block  to  prevent  David  Hale  from 
coming  here  and  thinking  of  anyone  they  can  that  will  block  him 
from  coming,  because  they  don't  want  the  American  people  to  see 
what  the  jurors  in  Arkansas  saw.  We  simply  don't  want  the  Amer- 
ican people  to  see  that  David  Hale  was  believed  by  the  jury  and 
the  President  was  either  not  believed  or  ignored  by  them.  That's 
what  all  the  talk  is  about. 

Senator  Murkowski.  Mr.  Chairman. 

Senator  Moseley-Braun.  Mr.  Chairman. 

The  Chairman.  I  am  going  to  go  from  one  side  to  the  other.  Sen- 
ator Moseley-Braun  and  then  Senator  Murkowski. 

Senator  Carol  Moseley-Braun. 

OPENING  COMMENTS  OF  SENATOR  CAROL  MOSELEY-BRAUN 

Senator  Moseley-Braun.  Thank  you. 

To  my  colleague,  if  I  can  just  kind  of  make  this  plain,  nobody  has 
a  problem  with  David  Hale  coming  here.  In  fact,  we  should  invite 
him  to  come. 

Senator  Faircloth.  Then  give  him  immunity  and  let  him  come. 

Senator  Moseley-Braun.  The  objection,  sir,  is  to  giving  him  a 
pardon  in  advance  for  any  of  the  nefarious  deeds  that  he  may  de- 
cide to  tell  us  about.  In  fact,  given  the  fact  that  he  is  a  former  pros- 
ecutor and  judge,  he  might  well  pull  off  the  biggest  joke  of  the  cen- 
tury by  sitting  at  that  table  and  letting  it  all  hang  out  so  that  he 
can't  be  prosecuted  for  anything  that  he  decides  to  talk  about. 

That  is  one  of  the  reasons  for  the  reticence  on  this  side  to  give 
him  carte  blanche,  just  an  open  page,  and  say,  "Here,  have  at  it." 
We  would  like  to  have  this  handled  in  a  way  that  serves  the  inter- 
est of  justice,  full  disclosure,  and  that  gets  to  the  truth  of  the  mat- 
ter that's  before  us.  Our  only  objection  is  to  proceed  in  a  rational 
way  to  do  that.  I  don't  know  how  to  make  it  any  clearer.  The  Mi- 
nority wants  him  to  come  in.  When  he  says,  "I'm  not  going  to  tell 
you  anything,  because  I  want  to  take  the  Fifth  Amendment."  Then 
I  think  we  ought  to  take  up  the  particulars  of  what  kind  of  immu- 
nity would  be  appropriate  and  not  reach  overboard. 

Senator  Faircloth.  As  I  understand  it,  we've  only  talked  about 
use  immunity. 

Senator  Murkowski.  Mr.  Chairman. 

The  Chairman.  Senator  Murkowski. 

Senator  Murkowski.  I  would  encourage  the  Chairman  to  direct, 
if  you  will,  the  flow  into  the  recognition  that  we  can't  have  this  two 
ways.  The  American  people  and  this  Committee  are  only  going  to 
have  the  facts  it,  indeed,  Hale  is  brought  before  this  Committee. 
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Now,  I  am  sensitive  to  the  concerns  of  any  type  of  immunity  that 
would  provide  Mr.  Hale  with  protection  from  the  charges  on  the 
National  Insurance  issue.  But  if  that  is  the  legitimate  concern  of 
the  Minority,  then  they  ought  to  make  a  specific  proposal  so  that 
we  can  consider  the  technicalities  to  ensure  that  we  get  the  facts. 

Senator  Moseley-Braun.  We  did. 

Senator  Murkowski.  And  either  propose 

Senator  Moseley-Braun.  We  did  that. 

Senator  Murkowski.  No,  not  necessarily,  because  we  are  sub- 
jected, under  your  proposal  to  Mr.  Hale  stating  that  he  will  not 
talk  about  certain  things.  He  could  take  exception  under  the  Fifth 
Amendment.  Then  the  inability  of  this  Committee  to  get  the  facts 
associated  with  that  could  be  redirected. 

Senator  Moseley-Braun.  Will  the  gentleman  please  yield? 

Senator  Murkowski.  Yes.  Just  let  me  finish  my  statement. 

I  would  suggest,  if  you  will,  that  perhaps  Counsel  for  the  Minor- 
ity and  the  Majority  try  and  pursue  this  area,  because  obviously 
they  have  a  familiarity  with  it  and  they  have  a  legitimate  concern 
over  a  situation  occurring  that  would  benefit  Hale,  which  none  of 
us  want  to  see  happen. 

Mr.  Chairman,  if  we  could  get  a  concurrence  from  the  Minority 
on  their  willingness  to  bring  Hale  in  and  then  try  and  work  out  the 
circumstances,  we  could  conclude  this  without  it  lasting  all  day. 

Perhaps  we  could  come  back  a  little  later  to  adopt  or  reject  or 
consider  their  proposed  agreement  so  that  we  can  get  on  with  this 
process;  because,  if,  indeed,  as  I  have  heard  over  and  over,  the  Mi- 
nority has  indicated  a  willingness  to  bring  Mr.  Hale  here,  then  the 
question  is  how  can  it  be  structured  in  such  a  way  as  it  doesn't 
benefit  Hale  from  the  pending  charges  associated  with  the  National 
Insurance  case. 

Senator  Moseley-Braun.  To  my  colleague,  we  don't  want  to  let 
him  benefit  and  take  advantage  of  this  Committee  by  giving  him 
the  power  to  cover  himself  from  any  of  his  nefarious  deeds  over 
time.  He  could  do  that  based  on  the  proposal  that  we've  had  so  far. 

Senator  Murkowski.  I  understand.  That  is  why  I  am  suggesting 
that  the  Counsels  get  together  and  try 

Senator  Sarbanes.  It's  to  Hale's  advantage  to  play  that  game. 

The  Chairman.  I  would  like 

Senator  Sarbanes.  In  other  words,  Hale  will  come  in,  take  the 
Amendment,  then  he  will  say,  "Now,  you  have  to  give  me  immu- 
nity." Then  he  will  abuse  the  immunity.  The  way  you  avoid  that 
is  Hale  comes  and  testifies  without  immunity,  we  don't  ask  ques- 
tions about  the  Arkansas  matter.  If,  in  fact,  questions  get  asked 
about  it,  Hale  can  then  take  the  Fifth  Amendment  and  protect 
himself.  In  the  meantime,  you  don't  run  the  danger  that  because 
he  has  been  given  a  blanket  immunity  he  can  abuse  the  process 
and  free  himself  from  accountability  for  potential  criminal  acts. 

The  Chairman.  Let  me  ask  my  colleagues:  If  we  were  to  go  for- 
ward with  the  subpoena  requiring  him  to  come  before  the  Commit- 
tee to  give  testimony  Friday  in  private  and  if  he  were  to  assert  the 
Fifth  Amendment  as  it  relates  to  a  number  of  questions  that  might 
be  asked — and  we  have  every  reason  to  believe,  that  he  would  do 
that — we  would  then  go  to  court  to  get  a  ruling  with  respect  to 
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whether  or  not  that  was  proper.  I  would  hope  that  we  could  get 
into  court  and  get  an  expedited  hearing  on  Monday. 

Let  me  say,  so  that  we  can  deal  with  each  other  and  the  public 
in  good  faith:  Suppose  the  court  rules  that  he  is  within  his  rights 
to  assert  the  Fifth  Amendment,  and  if  we  feel  we  want  to  hear 
from  him,  will  we  go  forward  with  providing  limited-use  immunity? 
Will  we  take  that  question  up  on  Tuesday  if  we  can  get  a  hearing, 
because  we  would  have  to  vote  on  it,  get  the  Special  Counsel  to 
sign  off  on  it,  get  into  the  court  to  ask  them  to  grant  that  limited- 
use  immunity  and  then  be  back  here  on  Wednesday  or  Thursday 
to  hear  him.  I  would  like  to  know  if  we  are  prepared  to  agree  with 
that,  because  if  we  agree  with  that,  let's  go  forward. 

It  may  be  burdensome.  We  are  out  of  the  business  of  who  is  right 
and  who  is  wrong  as  it  relates  to  when  a  person  can  raise  the  Fifth 
Amendment.  If  you  are  willing,  then  I  would  recommend  that  we 
move  forward,  bring  him  in  on  Friday. 

If  he  raises  the  various  points  that  he  indicates  that  he  will,  then 
we  will  go  to  court,  seek  an  expedited  hearing,  hopefully  the  court 
recognizing  the  exigencies  of  the  situation  would  give  us  a  ruling 
one  way  or  the  other.  If  the  court  says  that  he's  not  within  his 
right,  why,  then  we  would  attempt  to  go  forward  without  that.  Of 
course,  he  could  raise  an  appeal.  If  the  court  says  that  he  is  within 
his  right,  then  would  my  colleagues  be  willing  to  provide  use  im- 
munity. It's  not  a  get  out  of  jail  free,  or  a  pardon,  because  it  has 
been  characterized  in  that  manner,  but  that  his  testimony  could 
not  be  used  against  him  so  that  the  American  people  and  this  Com- 
mittee get  an  opportunity  to  hear? 

Senator  Sarbanes.  Well,  Mr.  Chairman,  I  am  not  going  to  make 
that  commitment,  because  it's  an  open  invitation  to  Hale  to  invoke 
the  Fifth  Amendment  in  a  plan  or  in  a  scheme  to  get  immunity. 

The  Chairman.  Wouldn't  the  court  be  deciding? 

Senator  Sarbanes.  So  that's  not 

The  Chairman.  Wouldn't  the  court  be  deciding  whether  or  not  he 
has  the  right  to  raise  this? 

Senator  Sarbanes.  By  lining  it  up  that  way,  you  are  just  making 
an  open  invitation  to  Hale  at  that  deposition 

Senator  Murkowski.  Mr.  Chairman. 

Senator  Sarbanes. — to  take  the  Fifth  Amendment,  because  then 
he  says,  "Well,  if  I  take  the  Fifth  Amendment" 

The  Chairman.  He  has  already  indicated  he  is  going  to  do  that. 

Senator  Sarbanes.  Well,  then 

The  Chairman.  My  colleagues  want  both  sides  of  the  argument. 

Senator  Sarbanes.  No. 

The  Chairman.  You  say  he  is  not  entitled  to  it.  We  say,  "Well, 
they  indicate  that  he's  going  to  raise  it.  Oh,  he's  not  entitled  to  it." 
You  say,  "Let's  test  him."  Well,  let's  go  with  the  assumption  that 
we  will  proceed  in  the  manner  in  which  you  have  suggested.  If  we 
bring  him  in  and  test  him,  let's  follow  what  he  can  do.  He  can 
agree  to  testify.  Then  we  have  no  problem.  If  he  raises  the  Fifth 
Amendment,  we  go  to  court.  I  don't  know  how  the  court  is  going 
to  rule.  But  I  will  bet  you  just  about  anything  that  the  court  is 
going  to  say  he  has  that  right. 

Are  we  kidding  ourselves?  All  of  a  sudden,  you  say  that  the  per- 
son doesn't  have  the  right  to  say,  "I  refuse  to  testify  on  the  grounds 
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that  whatever  I  testify  to  may  incriminate  me?"  We  are  going  to 
take  that  right  away  from  him?  Do  you  think  he  is  not  going  to  ex- 
ercise it? 

Senator  Boxer.  Mr.  Chairman. 

The  Chairman.  Who  is  kidding  who?  You  can't  have  it  two  ways. 

Senator  Boxer.  Mr.  Chairman. 

The  Chairman.  If  you  want  a  determination  of  the  court  and  we 
will  be  bound  by  that,  we  will  find  out  whether  or  not  he  can  do 
that,  then  will  we  agree  to  immunize  him  or  are  we  then  saying 
we  really  don't  want  to  hear  from  him? 

Senator  Boxer.  Mr.  Chairman,  could  I  respond  to  your  question, 
which  I  guess  was  a  little  rhetorical. 

The  Chairman.  No,  it  wasn't  rhetorical. 

Senator  Boxer.  Let  me  be  specific  on  how  I  feel  about  it.  I  think 
we  have  a  good  case  to  be  made,  laid  out  by  Senators  Kerry  and 
Bryan,  that  if  he  asserts  the  Fifth  and  it's  not  appropriate,  we  will 
win  that  case.  So  I  would  like  very  much  to  test  that. 

The  Chairman.  Good. 

Senator  BOXER.  What  you  are  saying  is,  depending  on  what  hap- 
pens you  will  allow  this  guy,  with  a  past  that  I'm  sure  his  mother 
would  be  ashamed  of,  to  come  up  here  and  to  use  this  Committee 
so  that  he  gets  out  of  jail  free  for  anything  he  might  have  done  in 
the  past.  That  is  a  question  that  is  at  the  heart  and  soul  of  this 
side's  objection. 

I  think  you  have  a  good  path  to  go  on.  Asking  us  in  advance  of 
any  court  decision  to  grant  this  man  something  you  have  granted 
to  no  other  witness,  I  don't  think  that  I  would  lose  one  minute's 
sleep  over  this. 

The  Chairman.  All  right.  You  don't  think  it's  right  for  me  to  ask 
you  to  prejudge? 

Senator  Boxer.  No. 

The  Chairman.  Fine. 

Senator  Shelby.  Mr.  Chairman. 

Senator  Hatch.  Mr.  Chairman. 

Senator  Boxer.  To  prejudge  what  the  court  says? 

The  Chairman.  Let  me  say  that  I  am  inclined  to  take  the  rec- 
ommendation of  my  Democratic  colleague. 

Senator  Shelby. 

Senator  Shelby.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  have  a  few  observations  here  this  morning.  Like 
most  people,  I  think  I  can  read  the  tea  leaves.  And  the  tea  leaves 
mean  that  there  is  going  to  be  a  lot  of  disruption  and  delay  here. 

Who  is  protecting  who  here,  and  why?  It  is  obvious  that  some 
people  on  this  Committee  are  afraid  of  the  testimony  of  David  Hale 
before  this  Committee.  Why?  Who  are  they  trying  to  protect?  It  is 
obvious  they  are  trying  to  protect  President  Clinton  from  David 
Hale's  testimony. 

Senator  Boxer.  You  already  have  his  testimony. 

Senator  Shelby.  I  have  the  Floor. 

Senator  Boxer.  But  you  already  have  his  testimony. 

Senator  Shelby.  Mr.  Chairman,  I  have  not  yielded  any  time  to 
the  Senator  from  California. 

Senator  Boxer.  I  apologize. 


3340 

Senator  Shelby.  I  thank  you.  But  who  is  afraid  of  David  Hale's 
testimony?  Why  shouldn't  we  grant  the  limited  immunity?  Earlier, 
Senator  Domenici  said  that  we  have  granted  it  over  300  times  in 
Congress.  It  is  my  understanding  that  it  was  granted  26  times  in 
Watergate;  27  times  on  the  Joint  Committee  dealing  with  the  hear- 
ings on  Iran-Contra;  and,  12  times,  I  think,  recently. 

What  has  come  out  of  Arkansas  in  the  last  week?  Twenty-four 
convictions,  was  my  understanding,  24  convictions  based  on  a  lot 
of  documentary  evidence  and  the  testimony  of  David  Hale. 

Why  not  give  David  Hale  limited-use  immunity?  He's  not  going 
to  abuse  the  Committee.  I  think  we  have  great  Counsel  here  and 
smart  people.  But  what  people  are  trying  to  do  here  is  disrupt  the 
Committee,  not  let  any  testimony  come  that  would  inure  to  the  det- 
riment of  the  President  of  the  United  States.  That's  the  bottom 
line.  And  I  think  everybody  here  knows  it. 

Senator  Hatch.  Mr.  Chairman. 

The  Chairman.  Yes,  Senator. 

Senator  Hatch.  This  is  a  good  idea.  What  you  are  saying  is: 
Look,  we  will  defer  to  your  desire  to  have  the  court  make  the  deter- 
mination if  he  invokes  the  Fifth  Amendment.  Sure,  he  is  going  to 
invoke  it.  Is  there  any  doubt  in  anybody's  mind  that  he  is  going  to 
invoke  the  Fifth  Amendment?  Let  the  court  determine  it.  Frankly, 
we  ought  to  go  from  there.  There  is  a  cloud  over  this  Administra- 
tion caused  by  Whitewater  and  it  is  never  going  to  go  away  unless 
we  bring  the  guy  in  to  testify. 

Our  Counsel  on  the  other  side  has  said  that  they  could  not  wait 
to  get  David  Hale  before  the  Committee.  If  I  recall  correctly,  he 
said,  for  example,  that  he  wanted  to  question  "that  crook."  Now 
look,  it's  important  for  him  to  come.  If  he  invokes  the  Fifth  Amend- 
ment and  the  court  says  that  he  has  a  right  to  do  it,  then  we  have 
to  get  him  in  here  one  way  or  the  other  to  get  the  cloud  dispensed. 

Senator  Murray.  Mr.  Chairman. 

Senator  Hatch.  Frankly,  it  has  got  to  be  done.  There  is  no  other 
way  around  it. 

The  Chairman.  I  am  going  to  make  a  motion  that  the  Committee 
be  reported  as  voting,  and  then,  be  recorded  as  voting  unanimously 
that  a  subpoena  be  issued  to  require  his  appearance  this  Friday 
morning  for  a  private  deposition  where  we  can  then  proceed  on  this 
matter.  All  in  favor? 

[A  chorus  of  ayes.] 

Senator  Sarbanes.  A  private  deposition  is  no  different  from  a 
deposition. 

The  Chairman.  I  want  the  record  to  show  it  is  for  a  deposition. 
It  carries  unanimously.  A  subpoena  is  issued. 

Hopefully,  we  can  work  our  way  through  and  possibly  set  the 
framework  and  the  groundwork  for  a  proper  appearance  or  one 
that  my  colleagues  feel  comfortable  with  with  Mr.  Hale. 

Senator  Sarbanes.  Mr.  Chairman,  I  want  to  yield  for  just  one 
moment  to  Mr.  Ben-Veniste,  because  I  think  it  is  important  to  put 
certain  of  this  matter  in  context. 

Mr.  Ben-Veniste.  I  think  my — if  I  may  call  you  my  friend 

Senator  Hatch.  Did  I  misquote  you?  I  don't  know. 

Mr.  Ben-Veniste.  Not  at  all,  Senator  Hatch. 

Senator  Hatch.  I  didn't  think  so. 
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Mr.  Ben-Veniste.  As  you  know,  we  have  been  trying  to  bring 
David  Hale  before  this  Committee. 

Senator  Hatch.  And  it  ought  to  be  done. 

Mr.  Ben-Veniste.  What  we  tried  to  do  was  to  get  him  here  even 
before  he  testified  in  Little  Rock.  There  is  a  very  substantial  record 
for  everyone  to  see  of  what  he  said.  That  has  changed  matters 
somewhat. 

The  real  issue  is  not  whether,  on  a  very  technical  basis,  he  might 
assert  a  privilege  that  might  be  upheld  to  a  wide  variety  of  ques- 
tions. I  think  the  question  that  this  Committee  is  struggling  with 
is  if  David  Hale  is  immunized  and  testifies  publicly  before  the  cam- 
eras, whether  that  immunized  testimony  can  or  is  likely  to  inter- 
fere with  the  ability  of  the  State  prosecutors  to  bring  the  proposed 
prosecution  against  him.  A  court,  considering  the  question  of  the 
Fifth  Amendment  claim,  will  not  answer  that  question  for  us. 

Senator  Hatch.  Would  the  Senator  yield  on  that  point?  This  is 
a  man  that  has  already  been  sentenced  to  28  months  in  prison.  He 
is  already  in  jail.  It  seems  to  me  it's  more  important  to  get  rid  of 
this  cloud  one  way  or  the  other  than  it  is  to  worry  about  whether 
he's  going  to  be  prosecuted. 

Mr.  Ben-Veniste.  Well,  that's  the  question. 

Senator  Hatch.  If  I  just — I  don't  mean  to  interrupt  you 

Senator  Murray.  Mr.  Chairman. 

Senator  Hatch.  Let  me  just  finish  this.  You  and  I  both  know 
that  those  prosecutors  have  enough  documentation  and  information 
that  they  can  prosecute  him  regardless  of  what  he  says  here. 

Mr.  Ben-Veniste.  Well,  unfortunately,  Senator,  we  may  disagree 
on  the  interpretation  of  the  North  case  in  terms  of  the  burden. 

Senator  Hatch.  No,  no.  I  agree  with  you  that  the 

Mr.  Ben-Veniste.  How  it  satisfied 

Senator  Hatch.  — North  case  did  probably  change  the  law.  But 
I  am  saying  we  know  that  they  have  enough  documentation  if  they 
want  to  take  him  to  court. 

Mr.  Ben-Veniste.  They  do.  The  question  is  whether  his  immu- 
nized testimony  before  this  Committee  would  interfere  under  the 
teaching  of  North  with  their  ability  to  prove  their  case.  And  you 
may  be  right. 

Senator  Hatch.  If  you  would  yield  one  more  time.  The  question 
is:  Is  it  more  important  to  get  rid  of  this  dark  cloud  over  the  Presi- 
dent of  the  United  States  and  the  First  Lady? 

Senator  DODD.  Oh,  please.  Come  on  now,  please. 

Senator  Hatch.  Well,  there  is  a  cloud  there. 

Senator  Dodd.  Bringing  in  a  dark  cloud  to  do  it? 

[Laughter.] 

Senator  Hatch.  He  may  be  a  dark  cloud,  because  if  the  American 
people  see  it  and  they  believe  him,  then  it's  another  matter. 

Senator  Dodd.  Come  on. 

Senator  Hatch.  But  I  am  hopeful  that  you  will  be  able  to  tear 
him  apart. 

Mr.  Ben-Veniste.  Senator  Hatch  has  really  identified  the  issue. 

Senator  Boxer.  Thanks  for  caring. 

Mr.  Ben-Veniste.  Senator  Hatch  has  really  identified  this  issue, 
because 
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The  Chairman.  There  has  been  one  Senator  who  has  not  been 
heard  from,  Mr.  Ben-Veniste. 

Senator  Sarbanes.  Well,  let  Ben-Veniste  finish. 

The  Chairman.  And  that  is 

Senator  Kerry.  That's  the  smartest  Senator  here. 

The  Chairman.  That  is  Senator  Murray.  She  has  been  waiting 
very  patiently  and  I  apologize  to  the  Senator. 

Senator  Murray. 

OPENING  COMMENTS  OF  SENATOR  PATTY  MURRAY 

Senator  Murray.  I  appreciate  that,  Mr.  Chairman.  I  have  not 
said  anything  at  this  point.  I  have  tried  to  listen  very  carefully  to 
all  the  assertions  from  the  attorneys.  I  am  not  one  to  try  and  figure 
out  what  the  real  question  is  that  we  are  dealing  with  here  today, 
I  have  heard  the  assertions  that  it's  some  kind  of  cover-up  for  the 
President.  I  keep  coming  back  to  the  basic  question  here,  which  is 
whether  or  not  we  should  grant  immunity  to  someone  to  come  here 
and  testify,  not  whether  we  don't  want  to  hear  him  but  whether 
this  Committee  will  take  the  responsibility  of  granting  immunity  to 
a  man  who  is  in  jail. 

I  have  to  ask  myself  why  is  he  asking  us  for  immunity?  What 
doesn't  he  want  us  to  know  after  testifying  for  9  days  in  Arkansas? 
What  is  it  that  he  obviously  wants  to  say  to  us  without  fear  oi 
being  put  in  jeopardy  for  having  said  that? 

I,  as  a  U.S.  Senator,  do  not  want  to  give  away  our  rights  in  the 
jury  system  because  we  want  so  desperately  to  hear  testimony 
again  that  has  been  given  for  9  solid  days.  And  we  are  willing  to 
give  away  the  rights  of  this  judicial  system? 

What  does  this  man  want  immunity  for?  We  had  better  be  very 
careful  and  cautious  in  granting  immunity  to  a  man  who  is  serving 
a  jail  sentence,  who  is  demanding  immunity  from  this  Committee. 
WThat  is  it  that  he  wants  to  say  that  he  does  not  want  to  be  pros- 
ecuted for?  I  think  we  had  better  be  very  careful  as  we  proceed. 

Senator  Kerry.  Mr.  Chairman,  let  me  say  one  thing  after  that. 
I  want  to  emphasize  what  Senator  Hatch  said,  because  the  Senator 
has  really  summarized  the  choice  for  this  Committee,  ultimately, 
if  Mr.  Hale  does  not  cooperate.  What  the  Senator  said  is  we  have 
to  balance  the  possibility  of  interfering  with  the  prosecution,  which 
he  agrees  might  exist,  against  what  he  has  called  the  dark  cloud. 
And  different  people  will  choose  to  interpret  how  big  and  dark  the 
cloud  is,  that's  the  balance. 

I  think  it  is  an  important  statement  by  the  Senator  because  it 
acknowledges  precisely  what  Senator  Murray  just  said  in  her  argu- 
ment, that  she  is  not  willing  to  make  that  balance  the  other  way. 
But  that  balance  is  before  the  Committee. 

Senator  Sarbanes.  I  would  point  out  to  the  Senator  that  this 
dark  cloud  is  already  out  there.  Hale  has  testified  9  days  at  the 
trial.  He  has  made  extended  statements  to  the  media,  which  have 
been  published.  So  it's  not  as  though  you  are  talking  about  a  wit- 
ness who  hasn't  laid  out  a  lot  of  this  material. 

Senator  Hatch.  Mr.  Chairman,  I  just  want  to  make  a  remark, 
since  Senator  Kerry  brought  this  up. 

The  Chairman.  Yes. 
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Deeil|     Senator  Hatch.  Number  1,  I  think  the  cloud  exists — interpret  it 
whichever  way  you  want  to. 

Number  2,  I  think  it  is  more  important  for  us  to  have  cross-ex- 
amination rights  here  in  an  open  forum  for  the  whole  country  to 
see.  I  think  it's  important  that  Mr.  Ben-Veniste  have  that  right.  If 
'-■?i.  we  have  to,  I  would  be  for  giving  Counsel  enough  time  to  be  able 
to  do  this.  Let's  have  it  out  and  get  it  out.  Do  what  needs  to  be 
done  rather  than  just  not  do  it  and  let  the  cloud  exist. 

Number  3,  with  regard  to  limited-use  immunity,  I  remember  the 

language — if  I  could  have  Mr.  Ben-Veniste's  attention.  I  remember 

t  the  language  in  the  North  case,  where  basically  the  court  said:  "We 

,.;  t(  only  said  this  burden  may  be  met  by  canning  the  testimony  before- 

;;j!irf  hand."  It  went  on  to  say:  "Just  as  wise  prosecutors  meet  their  bur- 

o(jaj  den  of  showing  independent  investigation  by  'canning'  the  results 

■,r  rij;  of  the  investigation  before  the  defendant  gives  immunized  testi- 

^  mony."  I  have  no  doubt  that  they've  done  that;  and,  they  know  that 

^  this  is  likely  to  happen. 

The  man  is  in  jail.  He  has  a  28-month  sentence.  It  seems  to  me 
■■'.  that  it's  very  important  for  you,  Mr.  Ben-Veniste,  to  have  a  crack 
at  him  so  that  everybody  can  see  it.  Now  it  may  be  important  for 
t;,  our  side,  too,  in  the  sense  that  the  truth  ought  to  come  out,  what- 
..;'.';  ever  it  is.  You  can't  just  say  the  guy  is  a  crook;  therefore,  he's  not 
Z'r".  worth  listening  to.  That  may  be,  but  the  fact  is  you  can't  resolve 
this  matter  without  having  him  appear. 

Now  if  he  comes  in  here  and  he  says,  "I  take  the  Fifth,"  then  we 
have  given  you  another  step  that  ordinarily  you  would  never  even 
.  .  have  to  ask  for  in  Congress  before.  Then  I  think,  at  that  point,  we 
ought  to  just  vote  to  grant  him  limited-use  immunity  and  let  you 
have  at  him  rather  than  just  keep  playing  around  with  this  and  act 
like  it  has  gone  away  because  he  doesn't  testify. 
Mr.  Ben-Veniste.  Senator,  may  I  respond? 
The  Chairman.  I  am  going  to  limit  you  to  1  minute. 
Mr.  Ben-Veniste.  I  apologize. 
The  Chairman.  OK,  2  minutes. 
[Laughter.] 
Senator  Hatch.  Maybe  even  2V2. 

Mr.  Ben-Veniste.  Senator  Hatch 

The  Chairman.  You  have  just  doubled  your  time. 

[Laughter.] 

Mr.  Ben-Veniste.  You  know  me  as  a  trial  lawyer. 

Senator  Hatch.  I  do,  and  I  have  confidence 

Mr.  Ben-Veniste.  And  you  know  that  as  a  trial  lawyer,  looking 
-i:    at  David  Hale  and  the  various  perjuries  that  he  has  confessed  to 
^   already  and  the  crimes  he  has  committed,  his  motivation  to  lie, 
provides  me,  as  a  person  who  likes  to  cross-examine  with  an  oppor- 
tunity. But  I  think  from  a  personal,  selfish  standpoint,  I  would  love 
to  do  that. 
Senator  Hatch.  I  would  love  to  see  you  do  it. 
Mr.  Ben-Veniste.  When  we  posed  the  issue — and  I  think  you've 
done  a  splendid  job  of  posing  the  issue  before  this  Committee  in 
terms  of  what  the  choices  are — the  choices  are  whether  to  examine 
him,  still  again  replicating  essentially  what  has  happened  before 
but  under  a  grant  of  immunity  which  may  interfere  with  the  ability 
of  the  Arkansas  prosecutors  to  bring  their  case,  canning  the  evi- 
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dence  or  what  have  you.  The  burden  then  shifts  to  them  to  prove 
that  nothing  that  happens  before  us  in  any  way  influences  them  or 
any  of  their  witnesses  in  any  way  with  respect  to  that  hearing. 

Senator  Hatch.  But  here,  Richard,  he  does  not  have  the  benefit 
of  the  Rules  of  Evidence.  That  is  the  difference.  You  guys  can  ask 
some  tough  questions.  You  will  have  every  opportunity  to  do  so 
with  the  Counsel  on  our  side.  I  think  both  of  you  should  be  inter- 
ested in  the  truth,  whatever  that  is. 

Mr.  Ben-Veniste.  We  are  and  have  been. 

Senator  Hatch.  I  know  that.  I  didn't  mean  to  imply  you  weren't. 

Senator  Murkowski.  Mr.  Chairman. 

The  Chairman.  Yes. 

Senator  MURKOWSKI.  Just  a  brief  observation.  I  think  Mr.  Ben- 
Veniste  made  the  reference  to  Hale's  record  of  perjury  and  lying. 
I  would  also  remind  Counsel  that  8  of  the  24  convictions  were  as 
a  consequence  of  Mr.  Hale's  testimony. 

Senator  Dodd.  Whoever  said  that? 

The  Chairman.  Well,  I  think  the  Senator  means  there  were  8 
counts  out  of  the 

Senator  Murkowski.  Eight  of  the  24  convictions. 

Senator  Dodd.  Well,  the  jurors  didn't  say  that. 

Senator  Sarbanes.  One  juror  called  him  an  unmitigated  liar. 

Senator  Murkowski.  The  point  is  there  were  8  convictions. 

Senator  Dodd.  Not  based  on  his  testimony. 

Senator  Murkowski.  Well,  partially.  Now,  we  can  differ  over  just 
whose  testimony.  I  think  it's  appropriate  that  there  is  some  credi- 
bility associated  with  his  testimony  and  those  convictions. 

If  I  could  have  the  attention  of  Mr.  Chertoff,  isn't  it  true  that  all 
this  Committee  wants  is  to  inquire  about  the  illegal  $300,000  loan 
of  which  $50,000  went  to  the  Whitewater  Development  Corpora- 
tion? This  is  the  area  of  our  concern  with  Mr.  Hale? 

Mr.  Chertoff.  Senator,  I  can  say  that  that  and  the  surrounding 
circumstances  relating  to  the  transaction  including,  as  I  under- 
stand, meetings;  that  there  are  press  accounts  that  Mr.  Hale  al- 
leges he  had  with  then-Governor  Clinton  that  were  not  the  subject 
of  the  testimony  in  the  trial  because  there  were  certain  evidentiary 
limitations. 

Senator  Murkowski.  Well,  that 

Mr.  Chertoff.  But  what  is  quite  clear  is  we  are  not  interested 
in  burial  insurance. 

Senator  Murkowski.  All  right.  Now  with  regard  to  the  limited 
immunity  question,  which  has  been  raised  by  the  other  side:  Can 
you  identify  specifically  whether  this  precludes  immunity  from 
prosecution?  I'm  not  clear  relative  to  the  arguments  prevailing  on 
the  other  side.  While  they  are  somewhat  convincing,  what  assur- 
ances can  we  have  or  how  can  you  craft  with  Minority  Counsel  to 
safeguard  the  situation  from  becoming  advantageous  to  Hale? 

Mr.  Chertoff.  I  think  there  are  3  assurances.  First,  nothing 
that  Mr.  Hale  does  here  can  undo  or  erase  any  evidence  that  exists 
against  him.  Second,  everybody  in  the  Committee  and  policed  by 
the  Chairman  of  the  Committee  can  make  sure  that  we  do  not  get 
into  the  area  of  the  burial  insurance;  and  he  can  be  cut  off  if  he 
raises  it.  Third,  it  may  very  well  be,  as  a  matter  of  law,  that  if  he 
were  to  volunteer  or  insert  extraneous  matter  into  his  answers  that 
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that  wouldn't  be  protected  under  the  grant  of  immunity,  that  the 
grant  would  only  apply  to  responsive  material.  We  are  going  to  look 
into  that.  I  think  that  no  one  here  is  interested  in  interfering  with 
the  State  prosecution.  We  can  eliminate  all  but  the  most  hypo- 
thetical possibility. 

Senator  Dodd.  Can  I  be  heard,  Mr.  Chairman? 

The  Chairman.  Yes,  Senator  Dodd. 

Senator  Dodd.  No  one  on  this  Committee  may,  but  I'm  sure  Mr. 
Hale  is  interested  if  he  can.  This  is  a  former  judge  and  prosecutor. 
He  knows  what  he  is  doing.  This  guy  is  a  scurrilous  character  and 
he  knows  just  what  he  is  up  to.  I  don't  doubt  the  motives  of  my 
colleagues  in  terms  of  what  they  are  interested  in.  Nor  do  I  have 
any  doubts  about  what  Mr.  Hale  is  interested  in. 

The  reason  that  we  passed  the  law  that  gave  the  Independent 
Counsels  veto  power  over  requests  for  immunity  in  the  past  was 
because  we  saw  what  happened  in  the  North  case.  We  didn't  ex- 
tend that  to  State  prosecutors  and  other  courts  around  the  country. 
We  did  it  because  we  saw  what  happened  in  the  Iran-Contra  case 
where  someone  abused  the  process  and  then  avoided  prosecution 
because  of  it.  Maybe  we  should  have  drafted  the  law  in  a  broader 
way  to  include  anybody  out  there  who  had  a  concern  about  it.  The 
reason  they  did  it  was  exactly  for  what  happened  and  the  result. 

The  Chairman.  I  don't  think  so. 

Senator  Dodd.  Someone  used  the  process  here,  testifying  before 
a  Congressional  committee,  and  avoided  prosecution.  I  don't  think 
any  of  us  want  to  sit  here  and  say  that  we  are  going  to  allow  this 
character — here  there  are  2,000  pages  of  testimony  which  are  in 
the  record  now,  his  entire  testimony.  And  you  place  in  jeopardy  a 
prosecution  at  the  State  level  involving  innocent  people  who  were 
defrauded  by  this  character  if,  in  fact,  those  allegations  are  proved 
true.  Yet,  that's  the  risk  we  run  for  the  mere  benefit  of  having  a 
public  testimony  of  what  is  already  available  in  written  testimony. 
And  so  our  concerns  are  not  illegitimate. 

We  want  him  to  come  here.  Let's  do  it  under  the  way  that  Sen- 
ator Bryan  suggested.  That  is,  none  of  us  will  ask  the  questions 
about  that  case.  Let  him  come  here  and  answer  questions  without 
using  the  judicial  process  as  a  way  to  avoid  prosecution.  In  my 
view  that  would  be  a  huge  error  on  our  part. 

Mr.  Ben-Veniste.  And 

The  Chairman.  Mr.  Ben-Veniste,  I  get  the  last  word. 

Mr.  Ben-Veniste.  I'm  sorry. 

The  Chairman.  We  will  attempt  to  go  in  the  manner  in  which 
the  Committee  has  voted.  And  that  is  to  examine  Mr.  Hale,  take 
his  deposition  on  Friday.  If  he  refuses,  we  will  go  to  court  and  see 
if  we  can't  compel.  I  feel  we  will  possibly  be  back  here  Tuesday. 

The  question  will  then  be  raised  again  as  to  whether  or  not  at 
that  point  in  time  we  will  want  to  hear  his  testimony.  We  will  have 
to  make  that  decision.  But  we  will  go  that  extra  step  to  ascertain 
if  we  can  get  his  testimony  in  the  manner  which  satisfies  all  of  my 
colleagues. 

Senator  Murkowski.  What  if  you  can't  get  it  by  the  June  14th? 

The  Chairman.  That's  it.  That's  the  name  of  the  game. 

Senator  Sarbanes.  Mr.  Chairman. 

Senator  Murkowski.  Well,  if  you  can't  get  it  by  the  14th 
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Senator  Sarbanes.  Could  I- 


The  Chairman.  Senator  Sarbanes. 

Senator  Murkowski.  I  think  you  ought  to  reflect  on  that  a  little 
bit  more  because,  you  know,  we  may  be  setting  an  unachievable 
timetable  here.  We  don't  know  how  the  court  is  going  to  proceed. 

The  Chairman.  The  Senator  is  right,  because  we  have  to  go  to 
the  Floor  to  seek  enforcement  of  the  order.  There  are  a  dozen  ways 
procedurally.  I  hope  if  we  are  operating  in  good  faith  that  my  col- 
leagues will  join  in  a  bipartisan  effort.  I  assume  that  they  want  to 
examine  Mr.  Hale  and  find  out  how  truthful  or  untruthful  he  is, 
to  discredit  him  and  also  to  open  him  up  to  charges  of  perjury.  I 
am  not  going  to  be  deceiving  myself  as  it  relates  to  what  I  think 
the  outcome  will  eventually  be,  and  I'm  not  going  to  prejudge  now. 
Next  week  I  will  say  to  you  I  told  you  so. 

Senator  Sarbanes.  Mr.  Chairman. 

The  Chairman.  Yes,  Senator  Sarbanes. 

Senator  Sarbanes.  I  have  one  suggestion  for  the  deposition  on 
Friday.  In  fact,  I  press  it  very  hard.  The  pattern,  as  I  understand 
it,  in  the  depositions  has  been  for  the  Majority  to  go  first  and  to 
question  as  long  as  they  want  and  at  the  end  of  that  for  the  Minor- 
ity then  to  have  a  chance  to  question.  In  some  instances,  that  has 
meant  that  the  Minority  questioning  has  come  at  the  end  of  the 
day  under  a  lot  of  pressure  to  conclude  the  deposition. 

It  would  seem  to  me  that  it  would  make  more  sense  to  proceed 
the  way  we  do  in  the  Committee  here  on  the  questioning,  where 
we  go  back  and  forth.  I  don't  know  that  every  half  hour  is  nec- 
essarily the  right  time,  maybe  there  could  be  an  hour  of  question- 
ing by  the  Majority  and  then  an  hour  by  the  Minority. 

Senator  Domenici.  Do  you  think  he's  going  to  testify  at  this  dep- 
osition? 

Mr.  Ben-Veniste.  We  are  going  to  make  a  record. 

Senator  Domenici.  That's  what  this  whole  argument  is  about.  If 
he  would  testify,  we  are  in  clover. 

Senator  Sarbanes.  In  any  event,  I  don't  see  a  problem.  I  would 
like  to  get  some  assurance  that  we  will  have  a  time  period  and  a 
back  and  forth  movement  in  the  questioning. 

The  Chairman.  Well,  let's  take  that  under  consideration.  I  will 
leave  it  to  Counsel  to  attempt  to  work  out.  If  they  don't  work  it  out, 
then  you  and  I  will  discuss  it. 

Senator  Sarbanes.  All  right. 

The  Chairman.  All  right? 

Senator  Sarbanes.  All  right. 

The  Chairman.  I  think  it's  all  going  to  be  academic.  OK? 

Senator  Sarbanes.  Yes. 

The  Chairman.  We  stand  in  recess. 

[Whereupon,  at  12:45  p.m.,  Wednesday,  June  5,  1996,  the  Com- 
mittee was  recessed.] 
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The  Committee  met  at  10:10  a.m.,  in  room  216  of  the  Hart  Sen- 
ate Office  Building,  Senator  Alfonse  M.  D'Amato,  (Chairman  of  the 
Committee)  presiding. 

OPENING  STATEMENT  OF  CHAIRMAN  ALFONSE  M.  D'AMATO 

The  Chairman.  Good  morning. 

This  morning  the  Special  Committee  is  meeting  to  consider  the 
question  on  whether  to  vote  a  grant  of  limited-use  immunity  to 
David  Hale  so  that  the  American  people  can  hear  and  see  Mr. 
Hale's  testimony. 

The  Senate  has  charged  this  Committee  with  the  responsibility 
for  investigating  matters  involving  Madison  Guaranty  and  David 
Hale's  company,  Capital  Management  Services.  The  question  has  to 
be  asked:  How  can  the  Committee  complete  its  investigation  with- 
out hearing  from  Mr.  Hale? 

David  Hale  was  a  key  witness  at  the  recently  concluded  trial  in 
Little  Rock  of  James  and  Susan  McDougal,  the  Clinton's  business 
partners  in  Whitewater,  and  Arkansas  Governor  Jim  Guy  Tucker. 
He  testified  that  the  then-Governor  Clinton  pressured  him  into 
making  a  fraudulent  $300,000  loan  to  Susan  McDougal.  The  jury 
convicted  Susan  and  Jim  McDougal  on  the  8  counts  directly  involv- 
ing this  loan.  Fifty  thousand  dollars  from  this  loan  was  funneled 
into  Whitewater.  In  view  of  the  verdicts  in  the  Tucker/McDougal 
trial,  the  American  people  have  a  right  to  see  and  hear  Mr.  Hale 
testify. 

It  appears  that  my  Democratic  colleagues  and  the  White  House 
are  afraid  to  let  the  American  people  judge  for  themselves  whether 
Mr.  Hale  is  telling  the  truth.  Mr.  Hale  has  not  testified  about  two 
other  alleged  meetings  he  had  with  President  Clinton  about  this 
loan.  One  was  supposedly  at  the  State  capital  and  another  was  at 
a  shopping  mall.  This  Committee  must  question  Mr.  Hale  about 
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these  meetings  in  order  to  present  a  full  and  fair  picture  to  the 
Senate  and  to  the  American  people.  The  American  public  needs  to 
judge  Mr.  Hale  and  his  testimony. 

Last  week,  the  Democrats  suggested  that  we  ask  a  court  to  de- 
cide the  issue  of  whether  David  Hale  is  asserting  a  valid  Fifth 
Amendment  privilege.  Senate  Legal  Counsel  informed  this  Commit- 
tee that  we  could  not  get  a  court  decision  prior  to  the  June  17th 
expiration  date,  so  we  offered  a  compromise.  Let's  put  partisan  pol- 
itics aside  and  ask  an  independent  third  party,  a  retired  judge,  to 
advise  the  Committee  on  whether  Mr.  Hale  had  a  valid  privilege. 
We  proposed  three  prominent  Democrats.  Retired  Supreme  Court 
Justice  Byron  White,  former  Attorney  General  Benjamin  Civiletti, 
and  former  Attorney  General  Griffin  Bell.  But  my  Democratic  col- 
leagues would  not  agree  to  this  proposal. 

Unfortunately  only  one  conclusion  is  possible  in  my  opinion,  and 
that  is  that  my  Democratic  colleagues  do  not  want  Mr.  Hale  to  tes- 
tify and  their  so-called  legal  arguments  are  simply  an  excuse  to 
hide  the  truth  concerning  what  took  place. 

I  believe  that  is  unfortunate.  I  think  this  Committee,  obviously, 
would  have  been  in  a  much  better  position  to  judge  the  truth  or 
falsity  by  having  Mr.  Hale  testify,  by  examining  him,  by  cross-ex- 
amining him,  and  by  impeaching  him,  if  necessary,  with  respect  to 
statements  that  he  might  make,  and  also  recognizing  that  he  would 
still  be  held  accountable  for  any  crimes  that  he  has  committed  and, 
indeed,  for  any  perjurious  statements  that  he  might  make. 

I  think  the  American  people  have  a  right  to  these  facts  and  I  am 
not  under  any  illusions  as  to  what  the  outcome  of  our  vote  will  be 
today,  but  I  am  prepared,  after  everyone  has  an  opportunity  to 
make  his  or  her  opinions  known,  to  proceed  on  the  Resolution  we 
initially  offered,  and  that  is  to  immunize  him  from  prosecution  as 
it  relates  to  testimony  that  he  may  give  before  this  Committee.  I 
think  that  a  copy  of  the  Resolution  has  been  distributed  to  my  col- 
leagues. 

Senator  Sarbanes. 

OPENING  STATEMENT  OF  SENATOR  PAUL  S.  SARBANES 

Senator  Sarbanes.  Well,  Mr.  Chairman,  we  had  this  debate  of 
course  last  week  at  some  extended  length,  and  I  don't  know  that 
it's  necessary  here  this  morning  to  repeat  it  all.  Let  me  just  make 
the  following  observations. 

In  my  view,  the  game  of  Mr.  Hale's  lawyer  was  clearly  revealed 
in  the  letter  that  he  sent  to  you  and  me  on  June  6th,  and  I  just 
want  to  quote  from  that  letter  on  the  first  page,  last  paragraph: 

In  the  absence  of  a  court  order  to  testify  and  a  grant  of  immunity  as  provided 
by  Federal  law,  any  testimony  by  Mr.  Hale  regarding  any  matters  before  the  Special 
Committee  may  be  used  against  him  in  some  fashion  in  connection  with  an  an- 
nounced criminal  prosecution  of  Mr.  Hale  in  Arkansas  and  any  other  State  or  Fed- 
eral prosecution. 

Now  let  me  just  underscore  a  couple  of  things. 

First,  this  statement  by  Mr.  Hale's  lawyer  made  it  clear  that 
they  would  require  a  court  order  in  order  to  testify,  and  that,  in 
effect,  rendered  the  notion  of  a  special  master  to  rule  on  the  mat- 
ter, I  think,  obviously  something  that  was  not  feasible  or  practical. 

Second,  they  have  been  very  clear  in  laying  out  that  they  want 
blanket-use  immunity.  It  says,  "Any  testimony  by  Mr.  Hale  regard- 
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ing  any  matters  before  the  Special  Committee."  Any  testimony  on 
any  matters  before  our  Committee  may  be  used  against  him  in 
some  fashion  in  connection  with  an  announced  criminal  prosecution 
of  Mr.  Hale  in  Arkansas.  That  is  those  allegations  that  have  been 
made  with  respect  to  the  burial  insurance,  where  poor  families 
were  taken  advantage  of. 

But  then  the  lawyer  goes  on  to  say,  "and  any  other  State  or  Fed- 
eral prosecution."  Obviously,  Hale's  lawyer  seeks  an  immunity.  In 
fact,  Senate  Legal  Counsel  made  it  clear  that  there  is  substantial 
risk  that,  in  effect,  the  Committee  could  be  manipulated  to  give  Mr. 
Hale  an  immunity  bath.  And  I  don't  think  we  should  do  that. 

We  have  tried  earlier  and  throughout  the  year  to  get  Mr.  Hale 
in  to  get  his  deposition,  to  get  his  testimony.  That  is  not  the  issue. 
The  issue  is  whether  he  should  be  given  immunity.  And  it  is  clear 
from  his  lawyer's  letter  that  they  are  seeking  the  very  broadest  im- 
munity possible.  I  think,  as  I  indicated  last  week,  that  they  are 
seeking  to  manipulate  the  Committee  in  order  to  gain  protection 
for  themselves  against  other  possible  legal  action.  Therefore,  as  I 
indicated  last  week,  I  don't  think  the  Committee  ought  to  allow  it- 
self to  be  used  in  that  fashion. 

Senator  Shelby.  Mr.  Chairman. 

The  Chairman.  Senator  Shelby. 

OPENING  STATEMENT  OF  SENATOR  RICHARD  C  SHELBY 

Senator  Shelby.  Mr.  Chairman,  the  time  of  this  Special  Commit- 
tee on  Whitewater  is  about  to  expire.  The  Democrats  are  so  acutely 
aware  of  this  it  appears  they  are  joining  in  a  cover-up  of  the  White 
House  with  total  disregard  of  their  responsibilities  to  the  American 
people.  They  make  excuses  about  "use"  immunity,  but  they  know 
very  well  that  Congress  has  granted  immunity  to  more  than  300 
witnesses  since  1970. 

Unencumbered  by  the  facts  and  evidence  presented,  the  Demo- 
crats have  deemed  themselves  the  gatekeeper  of  information  and 
have  unilaterally  decided  to  lock  the  testimony  of  David  Hale  far 
and  away  into  a  vault  so  the  American  people  can  never  hear  Mr. 
Hale's  testimony.  The  opposition  party  does  not  want  Mr.  Hale  to 
testify  because  they  know  very  well,  Mr.  Chairman,  that  Mr.  Hale 
would  testify  about  two  additional  meetings  with  then-Governor 
Clinton,  now  President  Clinton. 

After  37  convictions  and  several  resignations  from  top  Adminis- 
tration officials,  why,  Mr.  Chairman,  won't  the  opposition  party  let 
the  American  people  hear  the  testimony  of  this  witness  and  decide 
for  themselves  the  value  of  what  he  has  to  offer?  What  are  they 
scared  of,  Mr.  Chairman? 

If  David  Hale  is  not  allowed  to  testify,  we  will  never,  ever  hear 
the  testimony  regarding  the  two  meetings  between  David  Hale  and 
then-Governor  Clinton.  Yet,  I  believe  it  is  the  responsibility  and 
duty  of  this  Committee  that  demands  we  investigate  this  matter. 

Mr.  Chairman,  we  do  not  live  in  the  old  Soviet  Union.  This  is  not 
the  Kremlin.  It  is  not  our  position  to  censor  what  the  American 
people  should  hear.  They  are  smart  enough  to  decide  for  them- 
selves what  they  should  and  should  not  believe.  Our  objective  is  to 
find  the  facts  and  with  3  days  to  go  the  Democrats  are  relying  upon 
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procedural  roadblocks  to  deny  the  American  people  rather  than  ar- 
ticulating a  position  based  on  the  facts. 

On  June  7th,  The  Wall  Street  Journal  ran  an  editorial  entitled, 
"Senators  Join  Cover-Up."  The  editorial  concluded  by  saying: 

The  misuse  of  law  enforcement  powers — threatening  a  prosecution  witness  to  pun- 
ish Mr.  Hale  as  an  adverse  witness  and  using  the  excuse  to  avoid  public  scrutiny — 
is  corruption  of  an  especially  sinister  cast. 

Today  is  truly  an  historic  day  in  Washington,  Mr.  Chairman. 
Today  is  the  day  the  Arkansas  Democratic  Machine  blocks  the  U.S. 
Senate  and  the  American  people  from  hearing  the  testimony  of 
David  Hale.  Today  the  American  people  lose  and  they  lose  big. 

The  Chairman.  Chris. 

OPENING  STATEMENT  OF  SENATOR  CHRISTOPHER  J.  DODD 

Senator  Dodd.  Mr.  Chairman,  just  very,  very  briefly,  if  I  may  on 
this  matter.  As  Senator  Sarbanes  has  said,  we  went  through  a 
lengthy  discussion  last  week  on  this,  and  it  seems  to  me  the  situa- 
tion has  not  changed.  One  might  argue,  in  light  of  the  letter  from 
Mr.  Hale's  attorney,  in  fact,  made  the  point  that  any  prosecution 
on  any  matter. 

I  would  point  out  that  the  Committee,  either  before  us  or  in  dep- 
osition, has  heard  from  270  witnesses  in  the  last  2  years.  This  is 
the  first  person  ever  to  seek  immunity  out  of  the  270  witnesses  we 
have  had  before  us.  And  this  man,  let's  be  quite  candid,  knows 
what  he's  doing.  You  are  talking  about  a  former  judge  in  Arkansas, 
a  former  prosecutor  in  Arkansas,  he  knows  very  well  how  to  work 
this  system. 

He  is  trying  to  do  one  of  several  things.  One,  he  is  either  trying 
to  weasel  out  of  a  potential  State  prosecution  in  Arkansas,  which 
is  probably  what  he  is  up  to  in  this  instance;  or  two,  he  wants  this 
Committee  to  give  him  a  license  to  lie,  that's  all. 

We  have  1,600  pages  of  testimony  and  9  days  of  trial  in  the  State 
of  Arkansas,  all  of  which  is  available  for  people  to  go  over.  He  did 
not  get  immunity  for  that.  So  it  is  obviously  other  matters  they  are 
concerned  about. 

I  just  don't  think  at  this  point,  Mr.  Chairman,  with  all  due  re- 
spect, that  this  Committee  ought  to  be  a  participant  in  a  process 
that  would  allow  Mr.  Hale  to  escape  either  prosecution  in  his  own 
State  for  allegations  that  are  very  serious,  or  to  be  able  to  avoid 
prosecution  on  matters  of  which  this  Committee  may  not  be  aware 
at  this  particular  point.  So  I  think  it  is  unwarranted  to  grant  him 
that  immunity,  and  I  hope  that  the  Committee  would  move  on  and 
finish  up  our  work  here. 

Let  me  just  last  point  out  and  say  to  my  colleague  from  Alabama, 
it's  the  hyperbole  that  does  damage  to  this  process.  There  have  not 
been  37  people  from  this  Administration  that  have  been  indicted  or 
found  guilty  of  anything,  not  a  single  one.  Yet  when  statements  are 
made  like  that  by  Members,  it  does  serious  damage  to  the  process. 
When  someone  says  37  high-ranking  White  House  officials,  that  is 
just  not  the  case,  there  isn't  one.  So  I  would  hope  that  in  these 
waning  days  and  hours  here,  Mr.  Chairman,  we  could  kind  of  tone 
it  down  in  a  sense,  make  our  points  and  move  on.  But  those  kind 
of  statements  don't  do  justice  to  the  process. 
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Mr.  Chairman,  I  would  just  ask  to  yield  a  few  minutes,  if  I  may, 
to  Mr.  Ben-Veniste,  to  make  some  comments  on  the  remaining  time 
that  I  have  available. 

Mr.  Ben-Veniste.  May  I  make  only  two  points. 

First,  in  terms  of  the  statement  of  cover-up.  Obviously,  as  a  pro- 
fessional whose  dealt  with  cover-ups,  I  am  sort  of  sensitive  to  how 
that  term  is  thrown  around.  And  I  will  say  that  rather  than  being 
locked  up  in  a  vault,  kept  away  from  the  American  people,  David 
Hale's  testimony  is  available  for  anybody  who  wants  to  read  it.  It 
is  here.  This  Committee  has  reviewed  it,  the  staff  certainly  has.  It 
is  1,600  pages  of  testimony.  This  is  not  a  cover-up.  This  is  David 
Hale's  record  under  cross-examination  where  the  jury  concluded, 
according  to  its  members,  that  David  Hale  was  not  truthful  in 
terms  of  his  testimony  relating  to  President  Clinton. 

The  second  thing  I  would  like  to  address  is  that  although  every 
single  news  article  and  every  person  talking  about  David  Hale  re- 
fers to  the  fact  that  he  has  alleged  that  President  Clinton,  then- 
Governor  Clinton,  pressured  him  into  making  a  loan,  the  facts  are 
otherwise.  In  fact,  David  Hale  in  a  televised  interview,  refuted  the 
notion  that  President  Clinton  pressured  him.  He  said  he  did  not 
feel  that  President  Clinton  was  pressuring  him.  That  is  why  the 
prosecutor  in  the  McDougal/Tucker  case  told  the  jury,  in  his  rebut- 
tal argument,  and  I  am  quoting:  "There've  been  no  allegations  of 
wrongdoing  on  the  part  of  David  Hale  directed  to  the  President, 
and  there  was  never  any  suggestion,  for  instance,  of  any  pressure." 

I  went  back  through  9  days  of  testimony  and  not  once  was  there 
a  suggestion  that  David  Hale  testified  he  was  put  under  any  pres- 
sure. Now  those  are  the  facts. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Senator  Domenici. 

OPENING  STATEMENT  OF  SENATOR  PETE  V.  DOMENICI 

Senator  Domenici.  Mr.  Chairman,  I  will  be  very  brief. 

First,  I  want  to  take  this  opportunity  to  congratulate  you  on  the 
effort  that  you  have  put  forth  in  this  very,  very  difficult,  sometimes 
one  might  have  even  called  it  an  ordeal.  I  believe  the  Committee 
has  done  its  job  in  an  excellent  manner,  and  much  of  that  is  attrib- 
utable to  your  leadership  and  your  desire  to  get  the  facts,  and  I 
congratulate  you  in  that  regard. 

Mr.  Chairman  and  fellow  Senators,  I  think  the  real  issue  is  al- 
most brought  more  to  the  surface  by  the  Counsel  for  the  Minority 
putting  that  voluminous  pack  of  paper  up  there  and  saying,  here 
Americans,  you  can  find  out  what  Hale  says  and  what  he  has  done, 
just  take  the  liberty  of  reading  this.  Nobody's  going  to  believe  that, 
in  all  deference  to  the  distinguished  Counsel.  What  we  really  need- 
ed was  to  have  the  American  people  hear  him  with  every  oppor- 
tunity to  cross-examine  him.  That  was  the  issue,  not  a  transcript 
that  took  you  9  days  to  review  or  however  long  you  said,  excuse 
me,  how  many  hours  to  review  this,  Counsel? 

The  Chairman.  We  have  reviewed  it  carefully.  It  took  9  days  for 
Mr.  Hale  to  give  that  testimony. 

Senator  Domenici.  Nine  days  for  him  to  state  it. 

The  Chairman.  All  of  which  was  covered  by  the  press. 
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Senator  Domenici.  But  that  is  not  the  issue.  None  of  it  was  cov- 
ered for  the  American  people  to  see,  as  they  have  seen  the  other 
witnesses  come  before  this  Committee  and  testify  where  everybody 
could  watch  them  and  see  them. 

The  issue  is  very  plain  and  very  simple.  You  all  talk  out  of  both 
sides  of  your  mouth.  We  really  would  love  to  hear  him,  we  would 
love  to  cross-examine  him,  he  is  a  liar,  and  then  you  do  everything 
humanly  possible  to  avoid  his  testimony. 

There  is  something  strange  about  that.  It  doesn't  ring  true  that, 
indeed,  you  wanted  to  tear  him  up  because  he's  such  a  bad  actor, 
and  then  you  avail  yourself  of  your  rights  to  say  he  shall  not  testify 
before  this  Committee  and  he  shall  not  do  that  ever.  You  used  ex- 
cuses like  he  isn't  entitled  to  the  Fifth  Amendment,  and  you  knew 
that  he  was.  You  said,  let's  go  find  out,  and  we  went  and  found  out. 
Then  the  Chairman  offered  you  another  approach;  and  you  turned 
that  down. 

So  actually  the  issue  is  very,  very  simple.  We  were  here  to  get 
the  facts.  We  got  the  facts  except  we  didn't  hear  from  Judge  Hale. 
And  the  American  people  are  going  to  have  to  understand,  before 
we  are  finished,  that  there  was  something  very,  very  sinister  about 
this.  Why  could  we  not  hear  him?  It  has  nothing  to  do  with  this 
exaggerated  claim,  on  his  part,  of  immunity.  Any  lawyer  would  tell 
him  to  claim  immunity  before  this  Committee. 

How  many  lawyers  are  there  here?  You  go  in  the  back  room  and 
search  your  conscience  and  say,  would  you  let  him  appear  without 
claiming  immunity?  Maybe  one  or  two  of  you  would.  But  frankly, 
I  don't  believe  many  lawyers  would  tell  him  to  do  that,  especially 
when  he  is  being  hounded  in  the  State,  at  least  prior  to  this  convic 
tion,  to  keep  his  mouth  shut  in  these  hearings,  or  he  would  indeed 
have  some  trials,  he  would  get  indicted.  Now  all  that's  out  there, 
everybody  knows  that. 

So,  Mr.  Chairman,  while  we  could  have  had  a  total  record,  in- 
cluding an  affirmation  to  the  American  people  we  have  heard  from 
every  relevant  witness,  we're  just  going  to  have  to  say,  except  we 
haven't  heard  from  one  of  the  most  significant  witnesses  for  you  to 
judge,  Americans,  whether  you  believe  him  or  not.  I  think  that's 
what  you've  been  trying  to  do  Mr.  Chairman,  and  I  commend  you 
for  it.  And  although  you  have  failed,  I  think  the  public  understands 
the  real  situation. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Senator. 

Senator  Sarbanes. 

Senator  Sarbanes.  Senator  Kerry. 

OPENING  STATEMENT  OF  SENATOR  JOHN  F.  KERRY 

Senator  Kerry.  Mr.  Chairman,  let  me  speak  directly  to  the  com- 
ments just  made  by  the  Senator  from  New  Mexico.  He  asked  the 
question,  why  will  David  Hale  not  be  heard  before  this  Committee. 
The  answer  to  that  question  is  because  David  Hale,  lawyer,  judge, 
prosecutor,  knowledgeable  in  the  law,  has  decided  not  to  come  here 
and  repeat  the  testimony  that  he  has  already  given  without  immu- 
nity in  a  court  of  law  subject  to  cross-examination. 

So  the  question  before  the  American  people  is,  why  should  this 
Committee  be  asked  to  take  this  former  judge,  lawyer,  and  prosecu- 
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tor  and  reward  him  for  his  unwillingness  to  say  before  this  Com- 
mittee what  he  has  already  said  in  a  court  in  this  country?  The  an- 
swer to  that  question  is  very  clear.  He's  weaseling  and  dealing  and 
bamboozling  and  working  hard  to  cut  a  deal. 

The  question  was  put  by  Senator  Hatch  very,  very  aptly  a  few 
days  ago  in  our  discussion  here,  when  he  said:  You  know,  really 
what  you  have  here  is  a  balancing  ultimately  and  the  balancing  is 
whether  or  not  his  testimony  is  so  valuable  that  he  ought  to  be 
given  immunity  against  any  crimes  that  he  has  committed. 

Now  why  should  this  Committee  give  him  what  the  court  didn't 
give  him?  Why,  if  he  was  willing  to  go  before  the  court  and  speak, 
subject  to  cross-examination,  should  we  suddenly  give  a  greater 
value  to  the  testimony  that  he  has  already  given,  simply  because 
it  is  going  to  be  here  in  front  of  the  television  cameras  with  a  li- 
cense to  come  in  and  say  whatever  he  wants? 

I  am  not  willing  to  reward  a  scumbag  who  has  already  violated 
the  law  and  admitted  that  he  is  a  liar,  and  let  him  come  up  here 
in  front  of  the  Committee  and  have  immunity  from  the  crimes  that 
he  has  committed,  particularly  from  a  State  prosecution  alleged  to 
have  involved  ripping-off  a  whole  lot  of  African- American  poor  folks 
for  an  insurance  scam.  I  mean,  is  that  what  we  ought  to  do? 

It  is  not  as  if  any  Senator  that  is  a  Member  of  the  Committee 
can't  go  and  read  these  documents  and  make  a  judgment  about 
who  is  doing  what  in  this  particular  case.  There  is  nothing  being 
hidden  from  us,  there  is  no  vault,  there  is  no  refusal  of  this  Com- 
mittee to  be  able  to  get  at  the  issues. 

I  think  people  are  just  upset  because  they  can't  have  another 
media  circus,  or  because  they  can't  come  in  here  and  let  this  guy 
come  in  and  do  whatever  the  heck  he  wants  to  do.  He  is  denying 
this  Committee  that  right,  not  us.  He  and  his  lawyer  have  made 
a  choice  to  try  to  cut  a  deal.  And  on  balance,  because  his  testimony 
is  already  available  to  us,  I  choose  not  to  reward  him  for  his  crimi- 
nal activity.  I  choose  not  to  give  him  the  ability  to  get  what  he 
could  not  get  from  the  prosecutor,  to  get  what  he  could  not  get  from 
the  court,  and  to  somehow  come  here  and  be  rewarded  for  his 
whatever  alleged  criminal  activities  may  be. 

I  think  that  would  be  an  enormous  mistake  for  this  Committee 
and  I  think  that  to  use  these  terms,  you  know,  I  mean  look  at  these 
documents.  It  is  not  as  if  we  don't  know  what  he  is  going  to  say. 
We  have  just  had  the  Senator  from  Alabama  tell  us  what  he's  going 
to  say.  I  mean,  what's  being  hidden  from  this  Committee?  It's  the 
most  ridiculous  set  of  assertions  I  have  ever  heard. 

David  Hale  is  the  only  person  responsible  for  what  is  happening 
here,  and  since  he  chose  once  to  testify,  he  can  chose  again,  but  he 
wants  the  deal  and  I'm  not  willing  to  give  him  a  deal  and  reward 
him  for  his  history. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Senator  Faircloth. 

OPENING  STATEMENT  OF  SENATOR  LAUCH  FAIRCLOTH 

Senator  Faircloth.  You  know,  we  are  doing  a  lot  of  talking  this 
morning,  and  having  a  good  time  doing  it.  We  are  talking  about 
what  is  the  question  before  the  American  people,  and  a  lot  of  legal 
terms  and  a  lot  about  use  immunity  and  what  kind  of  immunity. 
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And  we  keep  talking  about  what  is  the  question  before  the  Amer- 
ican people,  what  do  they  see? 

Well,  they  are  not  interested  one  whit  in  David  Hale.  They  are 
not  seeing  David  Hale.  He  is  not  really  an  issue  here.  What  they 
are  seeing  is  the  use  by  the  Democratic  Members  of  this  Committee 
to  continue  to  struggle  to  cover-up  Clinton.  That's  exactly  what  we* 
are  talking  about.  We  are  not  hiding  Hale,  we  have  referred  to  hiiriT* 
as  a  scumbag.  I  would  use  that  word  carefully  in  view  of  the  adage 
that  birds  of  a  feather  flock  together. 

David  Hale  is  not  the  issue.  The  issue  is  the  same  thing  we  have 
been  going  through  and  I  have  said  from  day  one,  trying  to  get  in- 
formation from  this  Administration,  wherever  it  can  be  blocked,  as 
I  said,  is  like  eating  ice  cream  with  a  knitting  needle  or  whatever 
you  want  to  say,  it  is  a  continued  roadblock  and  refusal  to  do  it. 

What  we  are  doing  now  is  to  struggle  to  try  to  keep  this  thing 
down  until  November.  We  don't  want  David  Hale  here  testifying 
because  he'll  embarrass  the  President.  We  are  not  rewarding  Hale, 
we  are  attempting  to  reward  the  President  by  keeping  as  much  as 
we  can  under  cover  until  the  blessed  day  of  November  comes. 

Now,  Mr.  Chairman,  I  would  like  to  ask  a  question.  On  July  6th, 
the  statute  of  limitations  will  expire  on  David  Hale  on  the  State 
charges.  I  have  great  curiosity.  Would  the  Democratic  Members  of 
the  Committee  be  willing  to  extend  the  life  of  this  Committee  until 
some  time  immediately  after  July  6th,  and  if  we  can  get  David 
Hale  to  come  then,  would  they  be  willing  to  do  that  and  prove  that 
they're  not  trying  to  cover-up  the  President  and  hide  what  went  on 
in  Arkansas,  but  really  would  like  to  get  the  truth  out?  I  think  that 
would  be  a  good  question  to  ask,  and  that's  all  I  have  to  say. 

Senator  Simon.  If  my  colleague  would  yield,  would  you  like  to  ex- 
tend it  to  November  5th? 

Senator  Faircloth.  No,  the  6th  is  the 

Senator  SlMON.  I  understand,  but  you  want  to  extend  it  until  No- 
vember 5th? 

Senator  Faircloth.  No,  I  said  immediately  after  July  6th,  Sen- 
ator Simon.  If  it  is  not  a  cover-up  of  the  Clintons,  why  can't  we  go 
ahead  and  do  it?  Why  can't  we  hear  David  Hale?  Nobody  here  is 
interested  in  David  Hale? 

Senator  Sarbanes.  Well,  it's  an  easy  question  to  answer.  I  mean, 
if  you  look  at  the  letter  from  Hale's  lawyer,  he  makes  reference  not 
only  to  the  announced  criminal  prosecution  in  Arkansas  but  any 
other  State  or  Federal  prosecution. 

The  real  question  is  whether  you're  going  to  give  David  Hale  an 
immunity  bath.  And  many  of  us  feel  very  strongly  he  ought  not  to 
obtain  immunity.  We've  been  seeking  his  testimony  over  a  number 
of  months,  but  to  bring  him  in  and  give  him  immunity  and  then 
allow  him  to  walk  away  scott  free  from  any  of  these  other  charges 
that  may  be  brought  against  him,  we  don't  know  what  there  are, 
but  his  lawyer  obviously  has  something  in  mind.  He  has  written 
this  paragraph  very  carefully,  and  I've  been  over  it  very  carefully. 

Senator  Faircloth.  I  haven't  been  over  what  the  lawyer  wrote, 
but  aren't  we  talking  about  by  not  giving  David  Hale  immunity,  we 
are  giving  the  President  of  the  United  States  immunity  by  not  get- 
ting the  full  answers  out.  We  are  granting  immunity  to  the  Presi- 
dent of  the  United  States  by  refusing  it  to  David  Hale. 
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Senator  Sarbanes.  That  is  assuming  that  what  Hale  has  to  say 
hasn't  been  heard.  There's  1,600  pages  here  of  Hale's  testimony  in 
the  trial  in  Arkansas,  and  there  are  other  statements  that  Hale's 
made  on  the  public  record  over  a  sustained  period  of  time. 

Senator  Faircloth.  Well,  if  we  have  heard  all  that  David  Hale 
has  to  say,  why  are  you  so  afraid  of  him  coming  here  and  saying 
something  else? 

Senator  Sarbanes.  Because  we  don't  want  to  give  him  immunity 
and  let  him  get  a  get-out-of-jail-free  card. 

Senator  Faircloth.  No,  we  want  to  continue  the  immunity  of 
President  Clinton. 

The  Chairman.  Senator  Bryan. 

OPENING  STATEMENT  OF  SENATOR  RICHARD  H.  BRYAN 

Senator  Bryan.  Thank  you  very  much,  Mr.  Chairman. 

I  don't  think  that  the  American  people  ought  to  be  confused  this 
morning.  This  is  all  about  partisan  politics,  an  attempt  on  behalf 
of  the  Majority  to  seek  to  embarrass  the  President  by  prolonging 
this  hearing.  It's  gone  on  for  many,  many  months. 

I  might  say  that  I  think  our  Chairman  actually  was  somewhat 
prophetic  when  he  said  on  November  28,  1995,  and  I  quote  him: 

If  this  matter  is  dragged  out  into  February  or  later,  I  believe,  legitimately,  ques- 
tions can  be  raised  as  to  why  we  are  bringing  him  in  so  late  and  getting  into  next 
year  and  the  political  season,  and  I  think  that's  a  very  legitimate  concern  of  this 
Committee,  both  Democrats  and  Republicans,  and  I  would  lite  to  avoid  that. 

Well,  unfortunately  we  haven't  avoided  that.  We  are  right  in  the 
middle  of  it.  I  think  some  context  needs  to  be  placed.  First  of  all, 
the  Democrats  ought  to  have  had  Mr.  Hale  testify  last  year.  That 
did  not  occur.  Now  this  is  a  twice-convicted  felon  and,  as  my  col- 
leagues will  recall,  there  was  a  proposition  advanced  at  our  last 
hearing  that  purported  to  seek  limited-use  immunity  for  him.  That 
was  what  was  being  discussed,  very  limited  use. 

A  number  of  us  felt  that  this  Committee  was  being  maneuvered 
and  manipulated  not  into  a  limited  use,  but  a  blanket  immunity  or 
an  immunity  bath,  as  Senator  Sarbanes  has  just  characterized  it. 
Well,  shortly  after  our  last  meeting  on  Thursday,  the  letter  which 
Senator  Sarbanes  has  shared  with  us,  was  sent  to  our  Chairman 
and  the  Ranking  Member,  and  I  think  it's  worth  reading  the  opera- 
tive paragraph  again. 

In  the  absence  of  a  court  order  to  testify,  and  a  grant  of  immunity  as  provided 
by  Federal  law,  any  testimony  by  Mr.  Hale  regarding  any  matters  before  the  Special 
Committee  may  be  used  against  him  in  some  fashion  in  connection  with  an  an- 
nounced criminal  prosecution  of  Mr.  Hale  in  Arkansas  and  any  other  State  or  Fed- 
eral prosecution. 

So  the  concern,  obviously,  of  his  counsel  is  not  just  the  Arkansas 
prosecution  which  has  been  discussed  or  alluded  to  at  some  ref- 
erence here,  but  to  potential  other  State  or  other  Federal  prosecu- 
tion. Why  in  the  world  would  we  give  a  twice  convicted  felon  an 
immunity  from  other  crimes,  State  or  Federal,  the  circumstances  of 
which  we  know  not? 

I  believe  really  what  is  involved  here  is  that  what  we  are  not 
prepared  to  do  on  our  side  of  the  aisle  is  to  give  a  twice-convicted 
felon  a  get-out-of-jail-free  card  to  further  the  partisan  interests  of 
the  Majority. 

The  Chairman.  Senator  Grams. 
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OPENING  STATEMENT  OF  SENATOR  ROD  GRAMS 

Senator  Grams.  Thank  you  very  much,  Mr.  Chairman. 

For  the  second  time  in  2  weeks,  this  Committee  has  been  called 
to  vote  on  allowing  David  Hale  to  testify  in  public  on  the  pressure 
applied  to  him  by  then-Governor  Clinton  to  make  a  fraudulent  loan 
to  Susan  McDougal.  I  fully  expect  that  for  the  second  time  in  2 
weeks,  the  Democrats  in  this  Committee  will  say  no.  The  question 
is,  what  is  so  important  that  they  have  decided  to  play  this  fourth 
quarter  game  of  beat  the  clock? 

Now  the  Democrats  have  tried  to  make  the  case  that  they  aren't 
hiding  anything,  that  they  want  to  see  David  Hale  testify  as  much 
as  anyone.  But  actions,  Mr.  Chairman,  speak  louder  than  words 
and  by  their  actions,  the  Democrats  have  made  one  thing  quite 
clear.  They  don't  want  David  Hale  to  testify  in  public,  not  today, 
not  tomorrow,  not  ever.  And  so  it  will  be.  David  Hale  won't  testify 
before  the  public.  This  Committee  will  file  its  report  without  all  the 
evidence.  Many  dirty  little  Arkansas  secrets  will  be  kept  hidden 
from  public  scrutiny. 

So  today,  as  the  White  House  whispers  orders  from  the  sidelines, 
the  clock  will  run  out  on  this  investigation. 

Thank  you  very  much,  Mr.  Chairman. 

The  Chairman.  Senator  Boxer. 

OPENING  STATEMENT  OF  SENATOR  BARBARA  BOXER 

Senator  Boxer.  Thank  you,  Mr.  Chairman. 

I  think  we  have  to  ask  ourselves  why  we  are  in  this  debate.  I 
think  the  answer  is  because  the  Senate,  in  its  wisdom,  has  a  rule 
that  says  the  Majority  of  any  Committee  cannot  grant  immunity  by 
itself.  And  if  ever  we  saw  the  need  for  such  a  rule,  it  is  in  these 
proceedings. 

Now  the  fact  is  granting  immunity  is  very  serious.  That  is  why 
the  Senate,  in  its  wisdom,  has  this  rule.  It  protects  the  Senate  from 
itself.  It  protects  the  Senate  from  granting  immunity  in  a  situation 
just  like  this  when  it  would  be  used  for  political  purposes.  A  pardon 
in  advance,  that  is  what  my  colleague  from  Illinois  called  it.  And 
that's  very  serious. 

So  you  have  to  ask  yourself  why  you  want  to  do  that,  and  with- 
out repeating  all  the  facts  of  the  case,  let  me  just  say,  what  are 
you  granting  this  pardon  in  advance  for?  For  testimony  that  al- 
ready has  been  heard. 

My  friend  from  New  Mexico  says,  yes,  but  reading  the  newspaper 
about  this  and  reading  the  documents,  we  want  to  bring  this  David 
Hale  forward,  right  here,  so  that  the  American  people  can  hear  him 
say  what  he  already  said.  My  friend  from  New  Mexico,  who  is  my 
Chairman  on  the  Budget  Committee,  for  whom  I  have  a  great  deal 
of  respect,  is  willing  to  give  a  pardon  in  advance  to  this  man. 

Who  is  this  man?  Let's  see  what  the  jurors  in  Arkansas  said 
about  him.  And  everyone  is  praising  the  jurors  for  their  work.  I 
think  across  the  board  it  was  a  fair  jury.  Juror  Colin  Kapp  said, 
"The  jurors  considered  Hale  an  unmitigated  liar."  Juror  Ernest 
Williams  said,  "I  didn't  believe  a  thing  Hale  said."  These  are  people 
who  have  made  an  informed  judgment.  For  us  to  give  a  pardon  in 
advance  to  an  unmitigated  liar,  a  twice  convicted  felon,  is  some- 
thing I  am  simply  not  going  to  do.  And  my  people  in  California  did 
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not  send  me  here  to  do  that.  Now  if  my  friends  on  the  other  side 
think  it's  worth  doing  that,  that's  their  decision.  But  it  certainly 
isn't  mine  and  others  on  this  side. 

So  I  think  we  are  just  in  many  ways  reiterating  the  debate  we 
already  had.  We  should  just  move  forward  because  I  think  that  is 
the  basic  conscience  question.  Do  you  give  a  pardon  in  advance  to 
a  man  like  this?  You  answer  it  your  way. 

Thank  you. 

The  Chairman.  Senator  Bennett. 

OPENING  STATEMENT  OF  SENATOR  ROBERT  F.  BENNETT 

Senator  Bennett.  Thank  you,  Mr.  Chairman. 

I  have  nothing  really  new  or  exciting  to  add  to  the  dialogue,  but 
I  must  make  a  few  observations  just  to  make  it  clear  where  I  am 
on  this. 

We  have  already  heard  from  him,  there  is  nothing  new  to  learn. 
Statement  number  one  that  has  been  thrown  out  here.  I  disagree 
with  that.  He  testified  in  a  court  situation,  very  controlled.  The 
judge  ruled  out  of  order  some  of  the  testimony  that  the  prosecutor 
wanted  on  the  record. 

He  said  he  has  had  three  meetings  with  President  Clinton.  He 
testified  about  one  of  them  in  the  trial.  I  would  like  to  ask  him 
about  the  other  two.  I  would  like  to  ask  him  questions  about  the 
things  he  was  not  allowed  to  testify  to  in  the  trial. 

If  it  would  make  the  Minority  feel  happier,  I  would  be  happy  to 
stipulate  that  we  wouldn't  ask  him  any  questions  about  the  things 
he  testified  to  in  the  trial,  and  we  would  spend  our  entire  time 
with  the  trial  reading  that  testimony,  and  restrict  our  questions  en- 
tirely to  other  matters. 

To  me,  it  is  very  clear  that  there  is  a  lot  he  can  tell  us  that  had 
nothing  whatever  to  do  with  what  he  testified  to  in  the  trial  in  Lit- 
tle Rock.  The  statement  that  we've  heard  what  he  has  to  say,  and 
all  we  need  to  do  is  read  the  testimony  and  have  nothing  further 
to  learn  from  him,  is  not  a  statement  I  accept. 

Number  two,  we  can't  give  a  pardon  in  advance  to  a  criminal.  As 
I've  said  before,  the  man's  in  jail.  The  man's  career  is  ruined.  The 
speculation  that  you  might  damage  the  efforts  of  a  prosecutor  who 
is  trying  to  pile  on  doesn't  impress  me  very  much. 

If  he  were  on  the  street,  if  this  use  immunity  would  give  us  the 
possibility  that  he  would  remain  on  the  street,  that  he  would  con- 
tinue depredations  against  the  common  good  by  virtue  of  what  we 
were  doing,  then  I  would  be  a  little  more  sympathetic  to  it.  But  I'm 
not  sympathetic  to  the  idea  of  giving,  once  again,  not  blanket  im- 
munity, not  an  immunity  bath,  but  use  immunity  only  to  a  man 
who  has  seen  his  career  destroyed  and  who  is  in  prison,  does  not 
strike  me  as  any  threat  to  the  public  safety  or  the  public  good. 

Now  let's  get  to  statement  number  three  about  this  immunity 
and  the  immunity  bath  and  the  get-out-of-jail-free  card,  and  a  par- 
don in  advance.  These  are  all  wonderful  sound  byte  phrases,  but 
the  fact  is  we  are  not  doing  something  special  for  David  Hale  if  we 
do  this.  Since  the  use  immunity  statute  was  passed  in  1970,  Con- 
gress has  granted  it  300  times.  Oh,  I  get  told,  you  have  to  take  into 
consideration  the  way  Ollie  North  and  his  lawyers  changed  the  law 
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and  turned  use  immunity  into  an  immunity  bath.  And  by  the  way, 
Ollie  North  got  off  on  a  technicality  after  his  testimony. 

Since  the  prosecution  of  Ollie  North,  the  Senate  alone — I  don't 
have  numbers  for  the  House — has  given  use  immunity  to  12  addi- 
tional witnesses  and  somehow  the  republic  has  survived.  Somehow 
we've  been  able  to  get  on  without  having  everything  crumble  in 
giving  this  use  immunity  since  Ollie  North. 

So,  Mr.  Chairman,  if  it  comes  to  a  vote,  I  will  vote  to  grant  use 
immunity,  as  the  Congress  has  done  over  300  times  before.  I 
wwould  be  willing  to  agree  not  to  question  Mr.  Hale  in  a  redundant 
fashion  about  anything  he  has  already  testified  to  under  oath,  and 
restrict  my  questions  entirely  to  new  material  that  I  think  we  have 
a  right  to  hear. 

I  reject  the  notion  that  we  are  in  fact  giving  a  pardon  in  advance 
when  we  are  dealing  with  somebody  whose  career  has  been  de- 
stroyed by  virtue  of  his  own  actions,  and  then  the  law  enforcement 
procedures  that  followed  those  actions,  by  giving  use  immunity  to 
a  man  who  is  already  in  jail,  and  not  likely  to  get  out.  I  reject  the 
notion  that  that's  an  immunity  bath.  To  me,  it  would  be  the  proper, 
prudent,  public  thing  to  do. 

I  recognize  that  the  votes  are  not  going  to  be  there.  I  am  sorry 
that  we  are  not  going  to  be  able  to  ask  Mr.  Hale  those  additional 
questions  and  find  out  those  additional  things  that  we  don't  know, 
but  instead  those  will  be  forever  left  in  the  realm  of  speculation 
and  newspaper  reports  because  we  won't  be  allowed  to  put  him 
under  oath.  I  think,  ultimately,  that  does  not  serve  the  cause  of 
truth  or  exposure  in  this  whole  debate  either.  But  we  are  where 
we  are,  Mr.  Chairman,  and  let's  proceed. 

The  Chairman.  Thank  you,  Senator. 

Senator  Moseley-Braun. 

OPENING  STATEMENT  OF  SENATOR  CAROL  MOSELEY-BRAUN 

Senator  Moseley-Braun.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Chairman,  there's  been  some  harsh  words  this  morning  and 
I  couldn't  help  but  think,  when  one  of  our  colleagues  was  using 
words,  strong  words  to  describe  the  opposition  of  the  Minority  to 
a  blanket  immunity,  I  couldn't  help  but  be  reminded  of  a  poem  that 
I  learned  as  a  child.  It  went,  and  I  paraphrase:  As  I  was  climbing 
up  a  stair,  I  saw  a  man  who  wasn't  there,  he  wasn't  there  again 
today.  I  wish,  I  wish  he'd  go  away. 

Well,  the  fact  of  the  matter  is,  I  think  it's  a  disservice  to  use  the 
words  "cover-up"  after  some  276  depositions,  after  some  51  public 
hearings,  and  after  300  hours  worth  of  work  by  the  Members  of 
this  Committee. 

Some  of  the  Members  of  this  Committee  found  no  there  there. 
We  did  not  find  a  man  atop  the  stair.  Quite  frankly  in  any  event, 
we  are  not  prepared  to  give  Mr.  Hale,  which  is  the  specific  discus- 
sion here  today,  a  get-out-of-jail-free  card  under  the  circumstances. 
Give  him  the  chance  or  take  the  chance  that  he  can  never  be  pros- 
ecuted for  illegal  acts  that  he  may  have  committed. 

We  have  been  there.  We  went  there  with  United  States  v.  North. 
In  that  case,  the  court  was  very  clear,  and  I  want  to  quote: 
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If  the  Government  chooses  immunization,  then  it  must  understand  that  the  Fifth 
Amendment  in  Castigar  means  that  it  is  taking  a  great  chance  that  the  witness  can- 
not be  Constitutionally  indicted  or  prosecuted. 

Some  of  us,  Mr.  Chairman,  are  just  not  prepared  to  take  that 
great  chance,  which  doesn't  make  sense.  The  Castigar  decision,  and 
I  quote  the  North  decision  further: 

Castigar  does  not  prohibit  simply,  "a  whole  lot  of  use  or  excessive  use  or  primary 
use  of  compelled  testimony.  It  prohibits  any  use,  direct  or  indirect." 

Since  David  Hale  has  sought  the  same  immunity  that  was  con- 
ferred on  Oliver  North,  what  we  are  looking  at  is  a  situation  in 
which  he,  Mr.  Hale,  has  plea  bargained  a  deal  for  himself  in  a  trial. 
His  testimony  is  there  but  that  was  as  a  result  of  a  plea  bargain. 
Now,  he  wants  to  plea  bargain  here  regarding  anything  and  every- 
thing else.  Mr.  Chairman,  I  don't  think  that's  the  Committee's  job. 

Specifically,  in  the  March  1994  plea  bargain,  the  government 
promised  Mr.  Hale,  and  I  quote: 

If  David  Hale  fully  complies,  he  will  not  be  further  prosecuted  for  any  crimes  re- 
lated to  his  participation  in  the  conduct  of  Capital  Management,  Diversified  Capital, 
and  Madison  Guaranty  Savings  &  Loan,  and  any  other  crimes  to  the  extent  that 
David  Hale  has  disclosed  such  criminal  activity  to  this  office  as  of  the  date  of  this 
agreement. 

So  he  cut  himself  a  really  sweet  deal  with  regard  to  the  trial 
there.  The  result  is  all  that  testimony,  Mr.  Chairman,  that's  sitting 
right  there.  And  that  testimony's  been  reviewed  and  there  is  no 
there  there  either. 

Mr.  Chairman,  some  of  us  do  not  believe  that  it  makes  sense  to 
turn  this  hearing  into  a  man-hunt  or  a  witch-hunt  or  whatever  you 
want  to  call  it.  We've  done  our  job,  we've  followed  the  direction  that 
was  taken  with  the  Resolution  that  set  up  this  Committee,  we  have 
gone  over  hundreds  of  thousands  of  pages  of  documents,  and  we 
have  listened  to  enough  witnesses.  Mr.  Hale's  testimony  on  the 
things  for  which  he  was  granted  immunity  is  before  us,  and  to  give 
him,  again  as  my  colleague  says,  a  pardon  in  advance,  a  get-out- 
of-jail-free  card,  or  alternatively,  allow  him  to  take  an  immunity 
wash,  does  not  comport  with  our  view  of  our  responsibility. 

So  I  would  just  say  to  my  colleagues,  it  really  does  a  disservice 
to  the  work  that  everybody  has  put  in  here.  I  mean,  we  may  have 
different  positions,  we  may  see  this  differently,  and  we  may  reach 
different  conclusions.  It  is  a  disservice,  however,  to  deprecate,  di- 
minish, and  demean  the  work  of  the  Minority  Members  of  this 
Committee,  who,  as  much  as  anybody  else,  have  sat  here  dedicated 
to  trying  to  get  the  truth  out,  dedicated  to  fulfilling  our  responsibil- 
ity under  the  Resolution,  and  dedicated  to  trying  to  do  our  jobs  as 
elected  representatives  of  the  American  people. 

Thank  you. 

The  Chairman.  Senator  Murray. 

OPENING  STATEMENT  OF  SENATOR  PATTY  MURRAY 

Senator  MURRAY.  Thank  you,  Mr.  Chairman. 

It  seems  to  me  ironic  that  245  individuals  have  been  deposed  by 
this  Committee  and  not  one  of  them  has  asked  to  have  immunity. 
Every  person  who  has  been  deposed  or  come  here  as  a  witness  will 
be  held  accountable  for  their  words. 

It  seems  really  strange  to  me  that  the  one  person  who's  serving 
a  jail  sentence  for  the  next  2  years  is  asking  this  Committee  to 
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grant  him  immunity  for  anything  that  he  says  when  he  comes  be- 
fore this  Committee.  He  will  be  out  in  several  short  years.  He 
doesn't  have  a  great  life  ahead  of  him,  I  agree  with  the  Senator 
from  Utah,  but  he  will  be  out  of  jail  in  2  years. 

I  don't  think  it's  piling  on  for  the  Arkansas  prosecutor  to  want 
to  go  after  Mr.  Hale  if  he  chooses  on  behalf  of  poor  African-Amer- 
ican families  in  Arkansas  who  were  robbed  of  burial  insurance  that 
they  had  bought  for  their  family  members  in  a  scam  that  involved 
David  Hale. 

Certainly,  this  Committee  ought  to  be  aware  of  those  families, 
and  granting  David  Hale  immunity  to  come  before  this  Committee 
is  asking  for  blanket  immunity.  He's  clearly,  in  this  letter,  saying 
to  us  that  he  wants  blanket  immunity.  For  us  to  grant  him  that 
does  a  disservice  to  all  of  those  families  and  anything  else  that  he 
wants  to  bring  before  us,  accidentally,  otherwise,  whatever. 

I  just  do  not  believe  that  this  Committee  should  be  responsible 
for  granting  this  one  person,  out  of  all  of  the  hundreds  of  people 
who  have  been  deposed  by  this  Committee,  the  one  person  who  is 
serving  a  jail  sentence,  to  be  giving  him  immunity  and  not  to  be 
held  accountable  for  what  he  says  in  front  of  this  Committee. 

The  Chairman.  Senator  Murkowski. 

OPENING  STATEMENT  OF  SENATOR  FRANK  H.  MURKOWSKI 

Senator  MURKOWSKI.  Thank  you,  Mr.  Chairman. 

I  guess  this  thing's  on.  You  know,  I  think  it  is  really  unfortunate 
that  we  are  down  to  this  situation  where  right  now  we  have  the 
source.  He's  right  here  in  Washington,  DC.  David  Hale  has  been 
transported  to  Washington,  and  approval  has  been  secured  from 
the  Independent  Prosecutor,  but  the  Democrats  are  preventing  his 
testimony. 

Let's  not  kid  ourselves,  Mr.  Chairman,  about  the  importance  of 
David  Hale's  testimony.  We've  had  the  Democrats  and  the  Counsel 
loudly  declare  the  importance  of  that  testimony,  and  the  Commit- 
tee has  questioned  numerous  witnesses  about  their  contact  with 
David  Hale.  Bottom  line,  it  has  been  second-  and  third-hand  infor- 
mation. So  here  he  is  now,  and  yet  we  are  being  prevented  from 
hearing  him.  And  the  American  people  aren't  going  to  let  this  Com- 
mittee or  the  Minority  on  this  Committee  or  the  Minority  Counsel, 
forget  that. 

I'm  disappointed  in  what  I  see  as  one  party  vigorously  defending 
the  President  instead  of  vigorously  trying  to  complete  a  duty  to  this 
Committee.  And  I'm  not  alone  in  that  observation,  Mr.  Chairman. 
I  would  like  to  quote  yesterday's  Washington  Post  where  writer 
Robert  Novak  comments  on  the  standstill  in  this  Committee: 

In  39  years  of  watching  Congressional  investigations,  I  have  never  before  seen 
members  of  the  President^  party  so  unwavering  in  defending  him.  Thus,  they  [the 
Democrats]  have  been  rigorous  in  following  the  White  House  script  on  Hale. 

Mr.  Novak  ends  his  article  by  stating: 

Keeping  Americans  from  hearing  Mr.  Hale's  accusations  under  cross-examination 
constitutes  a  tactical  victory  for  the  White  House. 

Well,  Mr.  Chairman,  I  don't  know  about  a  tactical  victory,  but  as 
a  Member  of  this  Committee,  I  feel  that  we  have  been  derelict  on 
one  hand  in  the  sense  of  not  being  able  to  obtain  enough  support 
from  the  other  side  to  allow  this  most  important  of  all  witnesses 
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to  be  heard  and  that's  the  bottom  line.  We're  not  hearing  the  main 
witness,  and  we  have  to  bear  that  responsibility  as  we  respond  rel- 
ative to  the  excuse  that  somehow  this  immunity  question  is  rel- 
evant. It  is  not  relevant,  Mr.  Chairman.  What  is  relevant  is  the 
testimony  of  David  Hale.  That's  what  is  relevant  to  this  Commit- 
tee, and  we  all  know  it. 

So  I  think  it  is  probably  a  voice  crying  in  the  dark,  but  I  would 
again  ask  my  colleagues  on  the  other  side  to  allow  this  Committee 
to  complete  its  Constitutional  duty,  allow  this  Committee  an  oppor- 
tunity to  question  and  cross-examine  Hale  and  allow  the  American 
public  an  opportunity  to  judge  the  veracity  of  this  man,  and  allow 
the  White  House  and  the  President,  once  and  for  all,  to  get  this 
issue  behind  them.  Because  it  will  not,  Mr.  Chairman,  clear  the 
air,  it  will  leave  the  air  stale  as  a  consequence  of  the  inability  of 
this  Committee  to  come  together  and  have  David  Hale  before  us  as 
he  should  be. 

I  thank  you,  Mr.  Chairman. 

The  Chairman.  Senator  Faircloth. 

Senator  Faircloth.  Mr.  Chairman,  I  sit  here  and  I  listen  again. 
We've  been  going  here  for  a  long  time  and  it's  been  a  pretty  strong 
Committee.  We've  heard  the  exhausted  cliche,  "No  there  there." 
Well,  I  don't  know  what  "there  there"  means  but  we've  had  9  guilty 
pleas,  3  convictions,  4  resignations,  and  numerous  demotions  and 
other  people  awaiting  trial,  so  if  that  isn't  there  there,  I  don't  know 
what  there  is  there.  But  what  we  are  doing  here  today  is  simply 
perpetuating  a  cover-up  by  refusing  to  let  this  man  come  testify. 

We're  in  a  struggle  to  withhold  information  and  to  perpetuate  a 
cover-up  from  day  one.  We  aren't  granting  immunity  by  refusing  to 
let  David  Hale  come  here,  we  aren't  granting  any  favors  to  David 
Hale,  we  are  granting  the  favor  to  Bill  Clinton.  That's  who  we  are 
granting  the  favor  to.  It's  not  something  we  are  doing  for  David 
Hale.  It  is  the  further  protection  of  Clinton.  It  is  time  to  come  forth 
and  quit  the  cover-up. 

Mr.  Chairman,  I  have  one  thought  on  it.  If  Mr.  Hale  will  agree 
to  come  voluntarily  after  the  statute  of  limitations  runs  on  his 
charge,  potential  State  charges,  this  would  be  some  time  after  July 
6th,  now  if  you're  saying  you're  not  trying  to  protect  a  cover-up  and 
protect  Bill  Clinton,  if  you're  saying  David  Hale  is  really  the  target 
you're  trying  to  go  after,  why  don't  we  find  out  if  the  Committee 
would  agree  to  allow  David  Hale  to  come  after  July  6th,  if  he  will 
come  voluntarily. 

The  Chairman.  Well,  the  Senator  propounds  a  question  that  has 
really  become  academic  as  it  relates  to  this  Committee,  because  we 
will  be  finished  on  the  17th.  It  does  not  become  academic,  however, 
if  there  are  other  Committees  of  the  Congress  who  want  to  pursue 
that.  We  will  not,  as  the  Special  Committee  on  Whitewater,  be- 
cause our  charge  is  very  explicit,  and  on  June  17th,  we  will  be  out 
of  business. 

Of  course,  there  is  always  the  possibility  that  another  Committee 
of  the  Congress,  either  in  the  House  or  the  Senate,  can  consider  the 
question.  Maybe  Mr.  Hale's  lawyer  and  Mr.  Hale,  at  that  point  in 
time,  would  not  seek  the  so-called  use  immunity,  given  the  fact 
that  he  apparently  has  received  immunity  from  other  prosecutions, 
and  it  would  appear  that  the  only  question  outstanding — and  I 
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don't  know  for  certain — is  that  question  with  respect  to  the  Arkan- 
sas prosecution. 

But  as  it  relates  to  this  Committee,  I  can  tell  the  Senator  while 
the  proposition  is  quite  intriguing,  we  will  be  terminated  and  we 
will  submit  our  reports  on  the  17th.  Unfortunately,  it  would  ap- 
pear, we  will  not  have  the  benefit  of  that  opportunity.  As  Senator 
Murkowski  indicated,  one  of  the  shortcomings  will  be  that  a  key 
witness  will  not  have  the  opportunity  to  testify  and  to  be  examined 
by  this  Committee,  and  by  the  American  people  in  terms  of  what 
he  may  or  may  not  have  to  offer. 

But  I  thank  the  Senator  for  his  inquiry. 

Senator  Simon. 

OPENING  COMMENTS  OF  SENATOR  PAUL  SIMON 

Senator  Simon.  Yes.  Just  a  brief  comment  about  David  Hale,  and 
that  is  that  his  counsel  makes  clear  it  is  not  only  the  State  pros- 
ecution but  potential  Federal  questions,  and  so  that  he  wants  im- 
munity not  only  from  State  but  also  from  Federal  prosecution.  I 
think  the  two-thirds  rule  is  going  to  apply  and  I  think  this  Com- 
mittee properly  makes  the  judgment  not  to  give  immunity. 

Since  this  is  going  to  be  the  last  meeting,  Mr.  Chairman  of  this 
Committee,  which  I  voted  against  creating,  I  think  we  ought  to  ask 
ourselves  where  we  are,  what  have  we  found. 

I  think  there  are  two  basic  questions.  The  first  question:  Was 
there  an  abuse  of  power  by  Bill  Clinton  as  Governor  of  Arkansas? 
I  have  seen  no  evidence  to  suggest  there  was  an  abuse  of  power. 
The  second  question:  Has  this  whole  matter  been  mishandled  by 
the  White  House?  I  think  here  you  have  to  say  there  was  a  mis- 
handling. They  would  have  been  much  better  being  forthcoming, 
providing  all  the  material  right  away.  But  that  seems  to  me,  after 
all  the  hearings,  all  the  depositions,  that's  kind  of  where  we  are. 

I  thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Senator. 

Let  me  recognize  Senator  Mack.  He  hasn't  spoken  yet. 

OPENING  STATEMENT  OF  SENATOR  CONNIE  MACK 

Senator  Mack.  Thank  you,  Mr.  Chairman. 

First,  let  me  say  that  I  am  surprised  and  disappointed  frankly 
with  my  colleagues  on  the  other  side  of  the  aisle.  When  we  began 
these  investigations  some  time  ago,  I  think  there  was  a  recognition 
by  most  of  who  were  observing  that  we  were  acting  in  a  bipartisan 
manner.  That  there  truly  was  an  effort  to  get  to  the  bottom  of 
things.  But  it  seems  to  me,  again  from  my  observation,  that  the 
more  that  has  come  to  light,  if  you  will,  the  more  that  we  have  fo- 
cused on  the  target,  there's  been  less  cooperation. 

Now,  we're  down  to  the  point  where  we  have  an  opportunity  to 
hear  from  David  Hale.  And  while  my  colleagues  on  the  other  side 
of  the  aisle  want  to  keep  saying  that  we  want  to  give  this  man  a 
pardon,  that  we  want  to  wash  him  in  immunity,  that  simply  is  a 
false  statement.  We  are  talking  about  a  use  immunity,  limited  im- 
munity, specific  immunity.  And  so  they  are  raising  a  smoke  screen 
in  my  opinion. 


3363 

So  again,  I  say,  I  am  disappointed  because  I  believe  that  they 
have  now  been  drawn  into,  in  fact,  assisting  this  Administration  in 
covering  up  what  has  happened  in  this  Whitewater  affair. 

As  a  result  of  the  action  by  my  colleagues  on  the  other  side  of 
the  aisle,  we  will  be  denied  and  the  American  people  will  be  denied 
the  opportunity  to  listen  to  David  Hale  on  two  conversations  that 
were  not  covered  in  the  trial.  And  because  of  the  cover-up  actions 
of  the  Democrats,  we  will  probably  never  have  sworn  testimony 
about  those  meetings. 

A  moment  ago,  my  friend  from  North  Carolina  responded  to  the 
no  there  there,  and  I,  just  to  make  the  point  once  again,  I  would 
remind  folks  that  Roger  Altman  resigned  as  a  result  of  these  inves- 
tigations. Jean  Hanson  resigned  as  a  result  of  these  investigations. 
Two  others  have  resigned.  Nine  individuals  have  pleaded  guilty. 
Three  others  have  been  found  guilty,  as  we  all  know,  from  the  ac- 
tions in  Arkansas. 

It  is  interesting  again  to  me  that  at  a  moment  where  I  thought 
that  things  could,  the  development  of  the  billing  records  on  the 
third  floor  of  the  White  House,  that  my  colleagues  on  the  other  side 
of  the  aisle  would  have  said,  you  know,  there  is  something  very, 
very  strange  here.  We  really  need  to  assist  the  Committee  in  get- 
ting to  the  bottom  of  this.  Instead,  they  took  the  other  course  and 
have  been,  in  my  opinion,  participating  in  what  I  have  referred  to 
for  a  long  period  of  time  now  as  the  Clinton  Administration's  active 
engagement  in  a  continuous  effort  to  interfere  with  the  investiga- 
tion of  this  Committee. 

So,  I  say  as  I  began,  Mr.  Chairman,  I  am  disappointed  in  my  col- 
leagues on  the  other  side  of  the  aisle.  I  expected  more  from  them 
in  my  working  relationship  with  them  over  the  years  than  what  I 
have  seen  in  these  last  two  hearings. 

Thank  you,  Mr.  Chairman. 

Senator  Shelby.  Mr.  Chairman. 

The  Chairman.  I  don't  know  if  any  of  my  other  colleagues  want 
to  speak,  but  why  don't  we  recognize  Senator  Shelby,  and  then  I 
think  we're  at  the  point  now  where  we  have  discussed  this.  I  think 
people  know  our  feelings  on  this,  and  it  would  be  my  intention  then 
to  move  to  a  vote. 

Senator  Shelby. 

Senator  Shelby.  Thank  you. 

Mr.  Chairman,  I  want  to  thank  you  for  your  leadership  on  this 
Committee,  this  investigative  committee.  It  has  been  tough  and  it 
has  been  arduous,  but  we  have  had  some  successes  here.  We  have 
also  had  some  failures,  such  as  what  is  going  to  happen  today  un- 
less somebody  changes  their  mind. 

So  when  one  of  my  colleagues  said,  yes,  where  are  we,  well,  it's 
about  3  minutes  to  midnight  on  this  clock  in  this  Committee.  And 
this  is  going  to  be  the  last  meeting,  I  suppose,  Mr.  Chairman. 

In  this  Committee  several  months  ago,  some  of  you  might  recall 
that  I  raised  the  issue  that  there  were  parallels  between  this  Ad- 
ministration's action  and  the  Watergate  era  of  President  Nixon. 
Make  no  mistake  about  it,  there  were  a  lot  of  parallels.  You  can 
get  your  own  list.  I  have  a  list  of  them  and  I  won't  bother  the  Com- 
mittee with  them  now.  But  think  about  the  parallels  of  stone- 
walling, obstruction,  continuing  to  obstruct  committees,  and  it  is 
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continuing  to  obstruct  investigations.  This  Administration's  done  a 
good  job  on  stonewalling.  I  have  to  give  them  credit  for  it.  But  the 
parallels  are  there. 

Look  at  what  has  happened  in  the  last  few  days,  if  you  don't 
think  there  are  parallels  between  this  Clinton  Administration  and 
the  Nixon  Administration.  When  you  look  at  when  they  requested 
the  nearly  340,  339  FBI  background  checks  on  people  including  the 
former  Secretary  of  State,  Jim  Baker,  including  the  former  Chief 
of  Staff  at  the  White  House,  Kenneth  Duberstein,  even  James  S. 
Brady,  who  was  President  Reagan's  Press  Secretary.  Think  about 
it.  Raw  material,  three  or  four  hundred. 

That  is  what  President  Nixon  did.  You  know  it  and  I  know  it, 
among  other  things.  And  you  know  what  the  outcome  was.  He  was 
wrong,  and  this  Administration's  wrong. 

Now,  my  colleague  and  friend  from  Nevada,  Senator  Bryan,  he 
mentioned  something,  paraphrasing,  that  this  is  all  about  politics. 
Maybe,  maybe  not.  Isn't  it  deeper  than  just  politics?  Isn't  it  more 
serious  than  just  politics?  Doesn't  it  go  to  the  very  heart  and  soul 
of  this  Administration  or  any  Administration  if  you're  involved  in 
possible  obstruction  of  justice,  stonewalling,  getting  the  FBI  to  do 
all  these  raw  checks  on  things? 

There's  a  lot  missing  in  this  Administration,  and  I  think  that  the 
judge  of  this  Committee's  vote  today,  and  the  judge  later  of  the  Ad- 
ministration's action  will  be  history,  will  be  the  American  people. 
But  I  believe  it's  not  just  about  politics,  it's  about  letting  the  Amer- 
ican people  know,  to  the  best  of  our  ability,  what's  going  on. 

Thank  you,  Mr.  Chairman. 

Senator  Sarbanes.  Mr.  Chairman,  just  let  me  say  very  quickly, 
first  of  all,  on  the  matter  that's  pending  on  the  House  side,  Chair- 
man Clinger  himself  has  said  that  he's  not  sure  exactly  what  hap- 
pened and  that's  what  they're  trying  to  find  out,  but  there's  been 
an  explanation  offered  that  is  not  insidious  and  that  has  it  as  a 
perfectly  honest  mistake,  and  we'll  discover  that.  I  gather  that  Di- 
rector Freeh  is  now  looking  into  the  matter  and  is  expected  to  give 
a  report  by  the  end  of  the  week. 

Our  issue  here  today  is  whether  we  should  give  Hale  immunity 
and  therefore  protect  him  from  any  possible  prosecutions  for  other 
misbehavior,  and  it's  our  view  that  that  ought  not  to  happen,  that 
we  have  his  testimony  from  the  trial,  we  have  extended  statements 
that  he's  put  on  the  public  record,  and  that  the  giving  of  immunity 
is  no  light  thing,  and  that  I  think  frankly,  as  Hale's  lawyer's  letter 
indicates,  that  there  is  a  very  carefully  calculated  effort  on  their 
part  to  gain  immunity  from  the  Committee,  in  other  words,  to  ma- 
nipulate the  Committee  to  their  advantage,  and  I  don't  think  we 
should  be  party  to  that. 

The  Chairman.  Senator  Hatch. 

OPENING  STATEMENT  OF  SENATOR  ORRIN  G.  HATCH 

Senator  Hatch.  Well,  Mr.  Chairman,  I  will  only  take  a  second. 

But  if  the  prosecutor  in  Arkansas,  for  instance,  is  a  good  one  and 
is  pursuing  a  legitimate  prosecution  instead  of  engaging  in  political 
retaliation,  then  he  will  can  his  evidence  and  will  avoid  any 
Castigar  problems.  I  don't  think  there's  any  question  about  that. 
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As  I  said  last  week,  Whitewater  is  sitting  over  this  Presidency 
like  a  cloud.  It  is  threatening  the  success  of  his  Presidency.  We 
want  to  dispel  this  cloud,  the  American  people  want  to  dispel  this 
cloud.  And  the  only  way  we  can  do  it  is  to  try  and  get  to  the  truth. 

I  would  just  say  one  other  thing.  As  Justice  Brandeis  once  put 
succinctly,  "Sunlight  is  the  best  of  disinfectants."  Frankly,  I  don't 
see  why  the  other  side  is  even  concerned  about  having  this  man 
come.  You'll  have  every  opportunity  to  question,  and  it  would  be  a 
good  way  of  putting  this  thing  to  rest  one  way  or  the  other.  I  just 
can't  imagine,  you  know,  if  you  look  back  at  Watergate,  you  look 
back  at  Iran-Contra,  I  was  on  the  Iran-Contra  Committee,  there 
was  bipartisan  support  for  use  immunity. 

All  I  can  say  is  that  I  hope  my  colleagues  on  the  other  side  will 
vote  to  do  this,  but  if  they  don't,  I'll  never  understand  it. 

The  Chairman.  Then  I  move  the  adoption  of  the  Resolution.  The 
Clerk  will  call  the  roll. 

The  Clerk.  Chairman  D'Amato. 

The  Chairman.  Aye. 

The  Clerk.  Mr.  Shelby. 

Senator  Shelby.  Aye. 

The  Clerk.  Mr.  Bond. 

The  Chairman.  Aye  by  proxy. 

The  Clerk.  Mr.  Mack. 

Senator  Mack.  Aye. 

The  Clerk.  Mr.  Faircloth. 

Senator  Faircloth.  Aye. 

The  Clerk.  Mr.  Bennett. 

The  Chairman.  Aye  by  proxy. 

The  Clerk.  Mr.  Grams. 

Senator  Grams.  Aye. 

The  Clerk.  Mr.  Domenici. 

The  Chairman.  Aye  by  proxy. 

The  Clerk.  Mr.  Hatch. 

Senator  Hatch.  Aye. 

The  Clerk.  Mr.  Murkowski. 

Senator  Murkowski.  Aye. 

The  Clerk.  Mr.  Sarbanes. 

Senator  Sarbanes.  No. 

The  Clerk.  Mr.  Dodd. 

Senator  Sarbanes.  No  by  proxy. 

The  Clerk.  Mr.  Kerry. 

Senator  Sarbanes.  No  by  proxy. 

The  Clerk.  Mr.  Bryan. 

Senator  Sarbanes.  No  by  proxy. 

The  Clerk.  Mrs.  Boxer. 

Senator  Boxer.  No. 

The  Clerk.  Ms.  Moseley-Braun. 

Senator  Moseley-Braun.  No. 

The  Clerk.  Mrs.  Murray. 

Senator  Murray.  No. 

The  Clerk.  Mr.  Simon. 

Senator  Simon.  No. 
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The  Chairman.  Accordingly,  the  two-thirds  vote  has  not  been 
achieved.  The  Resolution,  therefore,  does  not  have  the  required 
two-thirds  vote.  It  fails  on  the  vote  of  10  ayes  and  8  nays. 

Senator  Faircloth. 

Senator  Faircloth.  Mr.  Chairman,  on  a  totally  other  note,  I 
want  to  thank  you  for  your  leadership  during  this  long,  and  it  has 
been  a  long  and  complicated  process.  You  have  been  fair  and  judi- 
cious throughout  the  proceedings,  and  in  most  cases,  patient.  But 
I  do  want  to  thank  you  for  the  manner  in  which  you  conducted  it. 

I  would  also  like  to  extend  my  thanks  to  the  entire  Committee 
staff.  All  of  you  have  have  done  a  great  job.  Mike  Chertoff,  Bob 
Giuffra,  Alice  Fisher,  Viet  Dinh,  and  all  of  the  staff  that  have  made 
it  work.  They  have  been  here  long  hours  and  tirelessly  made  these 
hearings  work  and  prepared  and  presented  the  facts  to  the  Amer- 
ican people.  I  want  to  give  my  thanks  to  all  of  the  staff  for  getting 
out  the  facts  as  best  we  could. 

The  Chairman.  Thank  you  very  much,  Senator. 

I  want  to  thank  you  for  bringing  this  to  our  attention,  because 
I  think  we  do  owe  the  staff  a  debt  of  gratitude  on  both  sides,  Major- 
ity and  Minority.  It  was  not  easy,  a  lot  of  conflicts,  a  lot  of  interest, 
a  lot  of  pushing  and  pulling.  They've  worked  under  extraordinarily 
difficult  circumstances  and  I  believe  that  they  have  done  an  excel- 
lent job,  given  the  circumstances  and  given  the  limitations  placed 
on  them.  So  I  concur  and  I  thank  you  for  indicating  this  publicly. 

Senator  Sarbanes. 

[No  response.] 

The  Chairman.  There  being  no  further  business,  the  Committee 
stands  in  recess. 

[Whereupon,  at  11:20  a.m.,  Tuesday,  June  11,  1996,  the  Commit- 
tee was  recessed,  subject  to  Call  of  the  Chair.] 
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